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COMMENT 

Islamic Housing Mortgage 
Islamic Banking has made 
remarkable progress in developing 
products and instruments compat
ible w i th the Shariah. Indeed, w i t h 
a few exceptions, Islamic banks 
are able to meet most financial 
needs of their clients. This signifi
cant achievement is the result of 
intensive research and guidance 
of Shariah scholars. 

However, one important need 
which has so far defied a work
able solution is Islamic housing 
mortgage. The main obstacles to 
the development of this instru
ment are the legal and taxation 
issues in force in most countries 
of the world. However, i t goes to 
the credit of bankers that they are 
making every effort to find a 
solution of these obstacles. 

The Institute is inundated by 
calls by people inquir ing about 
the availability of Islamic housing 
mortgage. Keeping in view this 
great demand, the Institute has 
announced a monetary reward to 
anyone who comes up w i t h the 
best guidelines for the develop
ment of a viable and competitive 
Islamic housing mortgage 
scheme. Let us hope that the 
announcement w i l l encourage 
creative th ink ing among the 
financial experts and lead to the 
development of this much sought 
after product. 

It is encouraging to know that 
the UK authorities also are 
exploring the prospects o f a hous
ing mortgage scheme complying 
w i t h the Islamic laws. 

The development o f such a 
product would fulf i l the aspira
tions of over two mi l l ion Muslims 
l iv ing in the UK. Most of them are 
migrant who arrived i n this coun
try over the last fifty years. W i t h 

hard work and enterprise they are 
now wel l settled. One o f their top 
priorities is to own houses so that 
their future generation are able to 
live w i t h a sense of security. They 
prefer to conduct their financial 
affairs i n accordance w i t h their 
Islamic faith. Accordingly, they 
have been pressing f inancial 
organisations i n this country to 
develop house mortgage products. 
The steps taken by the UK author
ities to take cognisance of aspira
tions o f Muslims i n this area are 
praiseworthy. 

It is encouraging to 
know that the UK 
authorities also are 
exploring the prospects 
of a housing mortgage 
scheme complying with 
the Islamic laws 

I t is hoped that w i t h their 
expertise ft resources the efforts 
o f UK authorities would be suc
cess. I t is noteworthy that the UK 
has already achieved the distinc
t ion o f being capital of Islamic 
funds i n Europe. Successful 
development of Islamic housing 
mortgage by the UK authorities 
would earn the gratitude o f the 
entire Musl im world . 

The Islamic financial circles i n 
UK feel that Islamic mortgage 
could be made under the Ijara and 
Murabaha modes o f financing. 

Ijara 
Based on Ijara mode o f financing, 
the property is purchased by the 
financier and sold to the cus
tomer for the same price, w i t h 
payment spread over an agreed 

period o f time. While the cus
tomer is purchasing the property 
from the financier, the customer 
pays the financier rent for use of 
the property. These payment 
instalments for the purchase price 
could be compared to the capital 
payments i n a ' convent ional ' 
loan and the rent could be com
pared to interest. 

Murabaha 
Under the Murabaha mode of 
financing the property is pur
chased by the financier from the 
seller at the original purchase cost 
and the immediately sold on to 
the customer at a higher price. 
The higher price is determined by 
the number o f years the financier 
allows the purchase price to be 
paid over. The mark up could be 
compared to the interest charged 
on a conventional loan. In prac
tise the customer chooses the 
property they wish to purchase 
and agrees the price w i t h the ven
dor i n the normal way. 

He then approaches the 
financier for assistance and the 
financier undertakes normal 
underwrit ing enquiries and inde
pendently values the property. 

Once these preliminary steps 
are completed, including legal 
confirmation o f the ti t le o f the 
property, the financier enters into 
purchase contract w i t h the vendor 
at the price agreed by the cus
tomer. When contracts are 
exchanges i t is the financier who 
is liable to complete the purchase. 

The question now is: W i l l the 
financial experts in the UK and 
elsewhere prove equal to the task 
and develop workable and compet
itively priced mortgage products 
compatible wi th the Shariah. • 
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ISLAMIC BANKING 

The Development of Islamic Banking 
Juridical and Practical Issues - Is the Law Equipped? 

Part II of an abridged and amended version of a paper presented by tlie writer at the 11tii 

Malaysian Law Conference held in Kuala Lumpur, Malaysia in November 2001. The paper 

looks at Islamic banking as it is practised in Malaysia and discusses some of the deficiencies 

in the law applicable to Islamic banking. As disputes in Islamic banking are referred to the 

civil courts (modelled on the English system) for adjudication, the issue of conflicts between 

the civil laws and Islamic law that might arise are also considered. The writer makes various 

proposals for amendments to the existing laws in their application to Islamic banking. 

The Present State of the Law Other Civil Laws 

The Law is Not Fully Equipped National Land Code 

It is the writer's opinion that unfor
tunately the law as i t stands today is 
not fully equipped to deal w i th 
Islamic banking law issues that have 
arisen and those that may arise in 
the future. Many laws need to be 
amended to make them accommo
date Islamic banking principles. 

The law relating to Islamic bank
ing is, in the writer's view, unde
fined, insufficient and lagging 
behind the market. 

Situations of Conflict 

There is also another type of differ
ence: that of conflict between the 
Shariah and conventional laws. The 
type of conflict that can arise in this 
situation is illustrated by the case of 
Dato' Nik Mahmud Bin Daud v Bank 
Islam Malaysia Berhad'. That was a 
case involving an Al-Bai Bithaman 
Aj i l (ABBA) transaction (deferred 
payment salejl 

This case highlighted a stark real
i ty: that there is no provision in the 
law at present that could be called in 
aid specifically to protect the va l id i 
ty of an Islamic banking transaction. 

A relatively simple example can be 
taken from the land code. S.330 of 
the National Land Code (the Code) 
relates to the lodgement of a l ien-
holder's caveat. It allows for the 
lodgement of a lien-holder's caveat 
"as security for a loan". In Islamic 
banking, no loans are granted as i n 
conventional banking save in the 
case of a qard al-hasan (a friendly 
(i.e. interest-free) loan) \c 
bankers, of course, would not nor
mal ly grant interest-free loans. 
Their flnancing is done principally 
by means of trade transactions or 
what are sometimes termed as asset-
based or activity-based transactions. 
These transactions, not being loan 
transactions, do not fall w i th in s. 
330 on a literal reading. So it would 
appear that this form of security (a 
lien-holders' caveat) could not be 
entered for an Islamic financing 
transaction. But some might argue 
that i n the case of an Islamic financ
ing transaction the word "loan" 
should be read to include such a 
financing transaction. Whether there 
is merit i n such an argument or not 
would be a matter of opinion and 

M O H A M E D ISMAIL 

BIN M O H A M E D SHARIFF 

ultimately for a court to decide. The 
point here, however, is that the Code 
does not, i n its original version or by 
subsequent amendment, accommo
date Islamic banking transactions in 
all cases. 

Stamp Duty and Other Tax 
Provisions 

Another area where considerable 
difficulty is experienced in everyday 
practice is stamp duty. The Stamp 
Act 1949 was amended in 1989 to 
insert a new s. 14A. This section 
provides that where a principal secu
ri ty secures the repayment of mon
eys provided under a scheme of 
financing made according to the 
Shariah, duty chargeable thereon 
shall be calculated on the principal 
amount provided by the financier. 

There are many other areas (e.g. 
refinancing arrangements, addition
al facilities granted which are to be 
secured by the same security, such as 
a house renovation facility to a cus
tomer who already has a house pur
chase financing facility for the same 
property) where problems or uncer
tainties still exist. 

The area of real property gains 
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ISLAMIC BANKING 

tax is not free from problems either, 
where Islamic banking transactions 
are concerned. Whilst certain 
amendments have been made to the 
Real Property Gains Tax Act 1976, 
these are considered not comprehen
sive enough to deal wi th problems 
that arise from time to time. 

Rules of the Court 

The Rules of the High Court 1980 
and the Subordinate Courts Rules 
1980 were drafted in the year shown 
in their titles. This was before Islamic 
banking was introduced into this 
country and, naturally, the peculiar
ities of claims made and actions filed 
under Islamic financing were not 
taken into account. But the rules 
have not been amended since to pro
vide for these peculiarities\ 

This became clearly evident in 
the case of Bank Islam Malaysia 
Berhad v Adnan Bin Omaf, another 
ABBA financing matter. 

Dangerous Living 

Lawyers at Risk 

The foregoing instances illustrate the 
type of dangerous l i v i n g that 
lawyers practising Islamic law in this 
country have to undergo in arguing 
cases in the civi l courts. But their 
luck may not always hold and the 
danger may become real that an 
Islamic banking transaction (perfect
ly valid under the Shariah) may be 
held to be unenforceable or void 
because the civil law has not been 
equipped to handle it. That would be 
a legal tragedy. 

Judges' Dilemma (or Trilemma) 

Another danger zone may be consid
ered - uncertainty in the law and a 
lack of specification as to the law 
applicable. The Shariah imposes cer
tain requirements for a contract to 

be val id under i t . But these require
ments may not all be the same under 
all the schools of jurisprudence of 
Islam or under the civi l law. So it is 
possible for a contract to be val id 
under the tenets of one madhab of 
the Shariah and not under another 
madhab or the civi l law. I f the va l id
i ty of such a contract falls to be 
determined by a c iv i l court, how 
should the court decide it? 

To what sources would a judge 
deciding the case refer? And i f there 
are confl ic t ing opinions in the 
Shariah, which one should he 
adopt? I f there is a conflict between 
Islamic law and the c i v i l laws 
applicable to the matter, wh ich 
should take precedence? These are 
all questions to which there are no 
ready answers. 

A si tuation such as that 
described above would be a real 
legal dilemma for a judge or, more 
appropriately, a trilemma! 

It cannot be over-emphasised 
that there must be answers in the 
law to the types of questions raised 
above. These can only be provided 
by legislation and that must be done 
in all haste; they are long overdue. 

The Way Forward 

The Law is Not in Step With 
Practice 

Islamic banking is well entrenched 
in the banking system of the country 
and is growing at a healthy rate. It is 
the writer's view, as demonstrated in 
the discussion above, that the same 
cannot be said of the law relating to 
Islamic banking. There are many 
grey areas and uncertainties in the 
law. I f left unattended they could 
pose grave problems to Islamic 
banking. This inadequate state of 
affairs i n the law relating to Islamic 
banking must be given immediate 
attention. 

The Law 

First and foremost the law applicable 
to Islamic banking has to be made 
certain. This must include guidelines 
on the law applicable, the sources 
(authoritative texts) of Islamic bank
ing law and the basis on which the 
courts should decide which one of 
two or more conflicting principles is 
to be adopted and applied. It must be 
clearly prescribed that where there is 
a conflict between Islamic law and 
the civi l laws in relation to Islamic 
banking transactions. Islamic law 
shall prevail. The following mea
sures, among others, need to be 
taken to bring the law to a stage 
where it can meet the requirements 
of modern banking: 

Amendments to the Islamic 
Banking Act and the Banking and 
Financial Institutions Act. There is a 
real and urgent need to review and 
revise the IBA and s. 124 of BAFIA 
to clarify the position of Islamic law 
in Islamic banking transactions. 
Some specific areas have been ind i 
cated in the preceding discussion. 

Amendments to Existing Laws 

There are a host of existing laws 
(including procedural laws) that 
need to be amended to make them 
applicable to Islamic banking. Some 
of these are: the Contracts Act 1950, 
the National Land Code 1965, the 
Stamp Act 1949, the Companies Act 
1965, the Malay Reservations 
Enactment of the various States of 
Malaysia, The Rules of the High 
Court 1980 and the Subordinate 
Courts Rules 1980 and others. A 
comprehensive study of all such leg
islation must be made and appropri
ate amendments passed by 
Parliament. As an interim measure, a 
general all-embracing provision may 
be enacted in the IBA and BAFLA to 
deal w i t h situations of conflict 
among the laws that may be applic
able and uncertainty in the law. 
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Expert Evidence 

Particular mention needs to be 
made of the rule of evidence under 
which expert evidence cannot be 
cahed where the issue is one con
cerning local law. As was seen ear-
lier^ Islamic law is regarded as 
local law so this rule w i l l apply to 
prevent expert evidence from being 
called to explain or clarify an 
Islamic law point to the judge. 

However, in view of the peculiar 
position of Islamic law it is the 
writer 's opinion that this rule 
should be relaxed to allow for 
expert evidence to be given in court 
on any Islamic law issue or at least 
to allow forjudges to be advised on 
such law. The areas on which such 
opinion may be received would 
have to be strictly controlled by 
appropriate provisions in the 
enabling statute and such evidence 
cannot in any event extend to con
tradicting any advice given or ru l 
ing issued by the National Shariah 
Advisory CounciP. 

Alternatively, provision should 
be made to allow courts to seek the 
opinion of the National Shariah 
Advisory CounciP on particular 
issues in Islamic law, which would 
then be binding on them. 

One Shariah Advisory Body -
The National Shariah Advisory 
Council 

There should be only one Shariah 
Advisory body (which may be called 
the National Shariah Advisory 
Council) for the whole country. This 
would require the merging of all 
existing Shariah Advisory bodies 
and repealing the requirement for 
every Islamic bank licensed under 
the IBA to have its own Shariah 
advisory council. The composition of 
the National Shariah Advisory 
Council should be broadened to 
include, i n addition to Islamic schol
ars and jurists, bankers, lawyers and 

academicians, so that the advice of 
the Council may incorporate the 
requirements of ttie banking com
munity and of the law in everyday 
practice and also take account of 
current thoughts and trends. This is 
necessary in order to make the 
advice and rulings of the National 
Shariah Advisory Council relevant 
and contemporary. It w i l l also help 
to integrate Islamic banking law into 
the existing legal system. A n y 
attempt to segregate Islamic banking 
law from the general body of laws or 
the dispute resolution process from 
the mainstream system should be 
avoided, as it could have the effect 
of sidelining Islamic law and rele
gating Islamic banking to the lower 
rungs of the legal hierarchy. 

Rulings and Advice of The 
National Shariah Advisory 
Council 

The status of the rulings and advice 
of the National Shariah Advisory 
Council should be clearly defined so 
that the courts may not displace 
such rulings or advice and substitute 
their own views on Shariah issues, as 
has happened before in other Islamic 
law matters^ This is important to 
ensure an orderly development of 
Islamic law in the country. 
Differences of opinion on Shariah 
issues should be resolved wi th in the 
National Shariah Advisory Council 
and their rulings should be made 
binding on all parties concerned. 

Certification of Rulings 

A system should be devised by which 
a certification or a stamp of approval 
would be endorsed on a ruling or 
advice made or given by the National 
Shariah Advisory Council, so as to 
remove any doubt whether any such 
ruling or advice was, i n fact, made or 
given by the Council. Once such cer
tification has been issued or a stamp 
of approval given, the rul ing or 

advice should become binding for all 
purposes and should not be open to 
judicial review. 

Islamic Banking Code 

It is suggested that all banks, both 
Islamic and conventional, carrying 
on Islamic banJdng should jo in t ly 
draw up an Islamic Banking Code set
ting out the ground rules for the con
duct of Islamic banking in this coun
try. Such a Code should provide for 
all matters necessary for the proper 
and orderly conduct of Islamic bank
ing, such as the broad basis for the 
calculation of profit margins, the 
granting of muqassah (or rebate) for 
early repayment or early recovery of 
financing and numerous other such 
matters that affect the manner in 
which Islamic banking is carried out 
in this country. 

Conclusion 

Islamic banking is well rooted in 
the banking system in the country, 
although i t has not reached its ful l 
potential as yet. Great strides are 
being made i n Islamic banking, 
w i t h the support of the Government 
and the encouragement and guid
ance o f Bank Negara Malaysia (the 
Central Bank o f Malaysia), to 
ensure that Islamic banking 
becomes a t ru ly viable alternative 
banking system in this country. 
I n i t i a l scepticism about Islamic 
banking, and its inherent abili ty to 
meet the demands of the modern-
day sophisticated banking industry, 
has all but disappeared. There is 
greater understanding and appreci
ation of Islamic banking now than 
when i t was introduced some 18 
years ago. 

The legal landscape, however, is 
far from picturesque; indeed, i t is 
somewhat barren. Probably when 
the IBA was enacted, the vision was 
not very clear, the path to be t rod 
uncertain and the future unpre-
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dictable. W i t h the passage of time 
and the benefit of experience over 
the years in seeing the practical ' 
implementation and workings of 
the Islamic banking system, the 
way forward has become more 
clearly defined. The areas where 
new laws have to be enacted, 
existing law revised and conse
quential amendments made to 
other applicable laws and proce
dures have come into focus. What 
needs to be done is the refinement 

i 
and putt ing in place of the neces
sary legal infrastructure, both sub-

j, stantive laws and procedures. 
I The urgency for this to be done 
I is keenly felt by the Islamic bank

ing industry - the practitioners, 

bankers, lawyers and customers 
alike. I t is not a situation where 
the courts and judges can f i l l the 
lacuna in the law. Their function, 
as has often been said, is to inter
pret and apply the law, not to 
enact or legislate. Enacting laws is 
the domain o f the Legislature 
through the Executive. Legislative 
action is imperative in the areas 
discussed above and, no doubt, in 
many others, so that the legal 
foundation of Islamic banking law 
that now rests on a somewhat 
uncertain and tenuous, even tenta
tive, base can be implanted in 
firmer ground. I t is hoped that the 
relevant authorities w i l l take the 
necessary action urgently. 

! 1. [1996] 4 MU 295 (HC); [1998] 3MU 393 (CA). 
The facts of the case have been edited out of the 
paper for lacl< of space. 
2. At present this is the most prevalent mode of 
Islamic financing provided by both Islamic and 
conventional banks in Malaysia and is widely used 
for financing the purchase of houses and other 
assets, and also for other purposes. 

3. Except for certain purposes as a part of a larger 
transaction. 
4. Amendments have been made since 1980 but 
they were not made to deal with the matters 
under discussion. 

5. [1994] (3) AMR 44, page 2291 (HC); [1994]3 
j CU 735 (HC). 
• 6. Infra note 13, page 8. ' 

7. See para 7.4, below. 
8. See para 7.4, below. 
9. See, e.g. Commissioner for Religious Affairs, 
Trengganu ft Ors v Tengku Mariam [1969] 1 MU 
110 at page 113 (High Court). 

CURRENT RATING 
11 FEB 2002 FOREIGN CURRENCY DOMESTIC SUPPORT OUTLOOK SINCE 

LONG SHORT STRENGTH 
BANKS TERM TERM 

BAHRAIN 
• Albaraka Islamic Bank BB A3 NA 2 Stable Jul-2001 
• Bahrain Islamic Bank BB+ A3 BBB- 3 Stable Jun-2001 
• Al Amin Bank NA NA BBB NA NA Aug-2001 
• Al Tawfeek Co. for Investment Funds Limited NA NA BBB- NA NA Oct-2001 
• Shamil Bank of Bahrain BB+ A3 BB+ 2 Stable Aug-200 
JORDAN 
• Jordan Islamic Bank for Finance BB- B BB 3 Stable Aug-2001 
KUWAIT 
• Kuwait Finance House BBB+ A2 BBB+ 2 Stable Apr-2001 
• Investment Dar Company NA NA BB- NA NA May-2001 
• A'Ayan Leasing Et Investment Co NA NA BB NA NA Jun-2001 
QATAR 

• Qatar International Islamic Bank BB+ A3 BB+ 3 Stable Jun-2001 
• Qatar Islamic Bank BB+ A3 BB+ 3 Stable Sep-2000 
UAE 
• Dubai Islamic Bank BB+ A3 BBB- 2 Stable Dec-2001 
MALAYSIA 
• Bank Islam Malaysia BB+ A3 BB+ 2 Stable Feb-2002 
PAKISTAN 
• Faysal Bank C C B 2 Stable Nov-2001 
PALESTINE 

• Arab Islamic Bank NA NA B 4 Stable Aug-2000 
KEY S [STABLE] P [POSITIVE] N [NEGATIVE] ALL RATINGS ARE REVIEWED ON A RE6UIAR BASIS Source: Capital Intelligence (CI). Bank Analysis and Rating Si rvice, Limassol, Cyprus 

Tel: (Cyprus) +357 5 342 300 Fax: (Cyprus) +357 5 343 739 / 817 750 Email: marketing@ciratings.com.cy Internet: http://www.ciratings.com 
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ISLAMIC FUND PERFORMANCE 

Managing Risk 
Manager 
Axa Rosenberg Investment 
Management 

Investment Objective 
Long- term capital growth from 
US securities and other financial 
instruments while managing risk 
through hedging and efficient 
portfolio management techniques. 
In practice this is a long-short US 
equity product which aims to out
perform the cash market (T bill) 
over the long term. 

Investment Policy 
The fund's investment policy and 
activities w i l l be conducted in 
accordance wi th the requirements 
of Islamic Shariah. 

Profile 
In March 1989, A X A Rosenberg 
began implementing market neu
tral strategies on behalf of clients 
who wanted a source of positive 
return that was uncorrelated w i t h 
the US broad market. Since then, 
we have developed several domes
tic market neutral strategies 
including US Value Market Neutral 
(inception 1995), US All-Sectors 
Market Neutral (2000), and US 
Market Neutral (2001). 

Typical domestic market neu
tral portfolios hold 500+ stocks 
from all parts of the capitalization 
spectrum, depending on strategy. 
Portfolios are kept fully invested 
at all times wi th an approximate 
5% cash cushion for l iquidi ty . 
Leverage is only used per client \ 
request. 

These domestic market neutral 
strategies seek to outperform U.S. 
90-Day Treasury Bills by holding 
long positions in stocks that we 

Through Hedgi 
believe are undervalued, and short 
positions in stocks that we believe 
are overvalued. The portfolios 
generate positive active return 
("alpha") when the long holdings 
outperform the short holdings, 
regardless of directional move
ments in the broad market. As 
wi th all A X A Rosenberg strategies, 
our goal is to maximize active 
return whi le cont ro l l ing active 
risk. 

In our search for undervalued 
stocks, we use two proprietary 
stock selection models. In the 
Appraisal Model, we classiiy a 
company into one or more o f 170 
businesses, then dissect each 
aspect of its operations and com
pare its strengths to those o f its 
peers. The Appraisal Model looks 
at more than 200 measures o f 
financial strength for each compa
ny. Each stock is also examined 
using the Near-Term Prospects 
Model, which looks at factors that 
can affect a company's earnings, 
such as efficiency and general 
economic strength. 

In bui lding portfolios, we seek 
to add value primari ly from stock 
selection, rather than industry or 
style biases. In all of our market 
neutral strategies, the long posi
tions exhibit a cumulative earn
ings yield advantage relative to 
the shorts. That is, the stocks we 
hold long consistently generate 
more earnings per dollar o f cost 
than do the short positions. We 
expect that this characteristic w i l l 
be the driver of active return over 
the long run. 

For the A l Khawarizmi Fund 
the stocks which we invest i n are 
subject to Sharia restrictions. A 
quantitative process is ideal for 

implementing Sharia restrictions 
in an automated fashion (by 
restricting the universe subject to 
rigorous tests) and a market neu
tral approach is beneficial because 
the restriction of certain industries 
does not l imi t the returns. 

Outlook 
Performance has been volatile last 6 
months due to sharp rotations in 
market sentiment. The fund has 
recently been switched into a lower 
volatility strategy, but using the 
same investment principles in 
response to the sustained market 
volatil i ty since the beginning of 
2000. The resuh should be less 
volatility in returns in future months. 

Inception 
July 1997 

Net Asset Value 
US$9.98 per share as at 31/8/01. 
Please ask T i l for the latest NAV 

as at Dec 2001. 

Fund Charges 
In i t i a l charge up to 5%. 

Annual management fee 
1.75% plus performance fee. 

Fund Size 
US$ 8.1m as at 31/12/ 01 . 

Minimum Initial Subscription 
US$100,000 or as permitted 

by local law 

Fund Sponsor 
The International Investor Kuwait 

See Axarosenberg.com 
for a description of the company 
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ISLAMIC MONEY 

Interest Bearing Money and 
the Islamic Alternative 

TAREK EL 
DIWANY 

There is a form of terrorism of 
which we have heard l i t t le recently. 
Its weapon is debt, not bombs, and 
it is a very efficient killer. On page 
93 of the UNDP's 1997 Human 
Development Report one finds an 
estimate that some 5 mi l l ion ch i l 
dren are dying every year i n Africa 
alone due to the pressure of foreign 
loan repayments. The violins o f 
Hollywood do not play for the v ic 
tims of this particular Holocaust, 
and there w i l l be no Nuremberg t r ia l 
for their murderers. 

Islamic banking was meant to be 
part of the solution to the econom
ic terrorism of the modern age, a 
means whereby to reintroduce 
civilised values to a collection of 
nations that are steadily forgetting 
them. But instead i t has become 
part o f the economic problem. 
Despite twenty five years worth of 
conferences on almost every topic a 
Muslim financier could imagine, we 
are yet to address the one topic that 
comes before everything else. That 
is the topic of Islamic money, w i t h 
out which we cannot have Islamic 
finance. 

Once upon a time i n England 
there was a King, Henry V I I I , who 
was in need of money to finance his 
various expenditures. His problem 
was that the opportunity to borrow 
was denied him because the only 
lenders of money were those who 
would lend for the sake of profit 
and that, said the Church, was 
usury. So King Henry cleverly side 
stepped the men of religion by 
employing a trick that has since 
become much more familiar. He 
redefined the meaning o f the word 
usury. Scholars of the time pro
posed that there could be loans that 
were free of usury, loans that were 

not free of usury, and loans that 
charged a price in respect of some
thing that was " in between". That 
which was in between, or "inter 
esse" to use the continental root, i n 
due course became known as "inter
est". King Henry allowed the charg
ing o f interest up to a rate of 10%. 
Anyth ing above 10% was nasty evil 
usury, anything below was pure and 
acceptable. 

The contractum tr inius was 
another device for circumventing 
religious objections. This was the 
combination of three separate con-

...we are yet to address 
the one topic that comes 
before everything else. 
That is the topic of 
Islamic money, without 
which we cannot have 
Islamic finance 

tracts, none of which the Church 
scholars could prohibit on legal 
grounds, but which when combined 
together formed a loan o f money at 
interest. In Islam we have learned 
nothing from that experience. 

We have not examined the histo
ry o f the Christian opposition to 
usury and how i t sank beneath the 
waves of legal trickery. In fact we 
have come to practise the Islamic 
contractum trinius today, except 
that we call i t financial murabaha, 
and by this means the Islamic bank
ing system has found a way to fix a 
rate of return on its working capital 
without using the word interest. 

The Kings had recourse to other 
methods of obtaining money to pay 
for their various expenditures. One 
such method was the practice o f 

debasement. In England, almost 
nine hundred years ago, the unit of 
currency was the pound. A "pound" 
was a pound in weight of silver, and 
the pound of silver was divided into 
240 pennies. From time to time the 
King would call i n the coinage of 
the realm, melt i t , mix i t w i th cheap
er metal, and re-issue new coins to 
his subjects. Though of the same 
appearance, each new coin con
tained less silver than the original, 
and the resulting surplus o f precious 
metal could be used to finance the 
King's expenditure. By 1666, 
although one pound of silver was 
now being minted into more than 
700 pennies, "one pound" remained 
as the name given to 240 pennies. 

The phenomenon of inflation 

As the fact of debasement was dis
covered, the exchange value of 240 
pennies would fall unti l the original 
balance between goods and silver 
content was re-established in the 
trading transactions of the people. 
This was the phenomenon of infla
tion, particularly i n evidence during 
King Henry's reign. It was the eco
nomic symptom of a monetary i l l 
ness. 

So began a crucial transition 
between intrinsic money and token 
money. Intrinsic money does not 
require legal force to maintain its 
value. A piece of gold, for example, 
has had value in every age that we 
know of irrespective o f the law of 
the land. The same cannot be said 
o f token money, whose value in 
exchange is enforced by law alone. 
Hence the value o f many a coun
try's paper money has vanished 
along w i t h the polit ical system that 
saw its issue. 
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ISLAMIC MONEY 

The beginnings o f paper money 
can be traced back at least as far as 
tenth century China, where it is 
said to have been discovered in due 
course by Marco Polo and brought 
back to Italy. By the late seven
teenth century the early bankers of 
England had adopted paper money. 
These bankers, often goldsmiths, 
offered services of safekeeping to 
those who wished to deposit gold 
coins. Upon taking a deposit, the 
goldsmith would issue a receipt to 
the depositor in 'bearer' form. This 
meant that any individual bearing 
the receipt back to the goldsmith 
could demand the return of the 
number of gold coins wri t ten on 
the face of the receipt. 

The goldsmiths promoted them
selves via a campaign of marketing 
that continues to this day. They 
injected into circulation the phras
es of modern banking ('prudent 
banking', 'as good as money in the 
bank') and wi th the passage o f time 
the public came to trust the gold
smiths' writ ten promise. 

So it was that the receipts them
selves came to be accepted among 
the people in payment for goods and 
services. The receipts had become 
the earliest form of 'bank money'. 

Wi th the public's growing trust 
in the bankers' paper money came 
the most profitable idea in modern 
business history. The bankers now 
promoted themselves not only as 
safe-keepers of gold coins, but also 
as lenders of money. When the 
public wanted to borrow, the gold
smith would lend the paper money 
that was so easily and cheaply pro
duced in his back office. 

The goldsmiths had obtained for 
themselves the abil i ty to manufac
ture money out of nothing, and 
they did so because money could be 
lent to borrowers at interest. This is 
still the basic business model of 
commercial banking. The banking 
system does not lend you some
body else's money, i t lends you 

money that i t creates out of noth
ing. Anyone who has the right to 
create money out of nothing w i l l 
become immensely rich, and so i t is 
a r ight jealously guarded by the 
bankers o f the wor ld . 

I f i t were indeed the case that the 
banker had the power to manufac
ture money, why did he not just 
print paper receipts and buy what
ever suited his fancy? The reason 
was rather simple. Paper receipts 
that were spent would in due course 
return to the bank for redemption in 
gold, gold that never existed in the 
first place. By lending the receipts 
instead, the banker could charge 
interest on the amount lent. Upon 
repayment, the receipts could be 
destroyed as easily as they had been 
manufactured, but the interest 

...then for every unit of 
money created there must 
be a counter-balancing 
unit of debt on the nation's 
balance sheet. ...for one 
member of society to have 
money in his bank account 
requires that somewhere, 
someone else is in an equal 
amount of debt 

charge would remain as revenue. 
In time, the bankers would come 

to avoid profit sharing investments 
altogether and to concentrate 
instead upon interest based loans 
supported by collateral. I f the bor
rower defaulted, then the collateral 
could be seized and liquidated in 
order to repay the banker's loan. 

The cause of some considerable 
economic inefficiency 

Loans naturally came to be directed 
towards wealthy individuals, these 
being the holders of the largest 
amount o f collateral, explaining the 

tendency for bankers to lend to 
those who are already wealthy. This 
feature was the cause of some con
siderable economic inefficiency 
because, o f course, wealthy ind iv id 
uals do not have a monopoly on 
good business ideas. 

The biggest problem, and still the 
one most harmful to society today, 
is revealed in the following exam
ple. I f in i t ia l ly the total amount o f 
coin money in existence is £100 and 
the bankers subsequently create 
£400 o f paper money, there w i l l be 
a total money supply of £500. Let us 
imagine that the £400 of paper 
money is loaned for one year at 30% 
interest so that an amount of £520 
w i l l be due for repayment in one 
year's time. I f the total money sup
ply at the beginning of the loan 
period is only £500, where w i l l the 
extra £20 come from? 

The new money can come from 
two places, from the King i f he 
mints more coins or from the banks 
i f they lend yet more paper money. 
I f the bankers and the state togeth
er do not produce sufficient new 
money there w i l l be a recession, and 
i f they produce too much there w i l l 
be inflat ion. A brief look at the 
monetary statistics for any devel
oped country w i l l show where most 
of the missing £20 originates, for 
example in the United Kingdom the 
banking system has created as 
much as 95% of the money supply 
whilst i n many other countries the 
proportion is over 90%. 

In every case, society is paying 
an annual interest charge to the 
banking system for the privilege of 
using money that has been created 
out of nothing. 

Given that the banking system 
creates money by making loans, 
then for every unit of money creat
ed there must be a counter-balanc
ing uni t of debt on the nation's bal
ance sheet. In other words, for one 
member of society to have money 
in his bank account requires that 
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ISLAMIC MONEY 

somewhere, someone else is in an 
equal amount of debt. 

We have seen that the bankers 
loans are in aggregate mathemati
cally unrepayable and i t is therefore 
self-evident that, i n the absence of 
a general economic default, levels 
of debt must keep expanding. Since 
most of the money supply is the 
balance sheet counterpart to debt, 
money supply must grow in similar 
fashion. 

Such growth would be impossi
ble for a money supply based on 
gold. One ounce of gold lent at 10% 
interest at the time o f Prophet 
Mohammed s.a.w. would now 
require a weight of gold greater 
than that of the planet earth to 
repay. Not so wi th paper money, 
whose token units can be expanded 
ad inf ini tum by the simple addition 
of zeros on a bank ledger. 

How the nature of our 
commercial activity is being 
determined by interest 

The bankers' money comes into 
existence after borrowers find what 
they think are suitable projects to 
invest i n and the bankers agree to 
finance them. Sui tabi l i ty often 
means li t t le more than passing the 
test of discounted cash flow analy
sis, indicating the abil i ty o f the 
project to repay the interest 
charges, and in this way the shad
ow of interest falls upon real wor ld 
activity. 

I f interest charges can be paid 
by cutting down the rainforest and 
still leave a profit, then someone 
w i l l borrow money at interest and 
cut down the rainforest. 

This is an extreme example, 
though not a theoretical one, show
ing how the nature of our commer
cial activity is being determined by 
interest. 

I f gold was our currency, or any 
precious metal for that matter, we 
would live in a world where money 

was manufactured in an entirely 
different way. Gold product ion 
would increase when the cost of 
buying the tools of production was 
less than the value of the gold pro
duced by those tools. No riba and 
no monetary policy is involved in 
the production function here, just 
the halal force of the market. 

Money should be the physical 
th ing that most people prefer to use 
at any given time and place in order 

• to settle transactions. Most of the 
time, through the ages o f mankind, 
that commodity has been gold or 
silver because Al lah created man 
w i t h a love for "heaps of gold and 
silver". 

The key is that we should not be 
forced to use any one particular 
form of money. Today, we are 
forced to use worthless paper and 
electronic data. Indeed, for many 
decades American and British c i t i 
zens were prohibited from even 
purchasing gold bul l ion, prohibited 
from doing that which Al l ah has 
allowed. 

From the bankers point of view | 
this was a natural policy of course, ' 
because when a human being who 

1 loves heaps of gold is given a 
choice between using bits of paper 
or a gold coin, then the bankers 
paper doesn't stand a chance. We 

; have been forced to use money that 
the bankers manufacture out of 
nothing. A n d then they tell us that 
we are free. 

The unaware remain unaware 
of being unaware 

We are led by all means not to 
believe the t ru th about modern 
banking, for the richest game on 
earth is at stake. The bankers adver
tise heavily i n the most expensive 
media to promote their services and, 
perhaps more importantly st i l l , to 
make themselves an indispensable 
source of income for editors and 
broadcasters. j 

When we hear economic com
mentary we so often hear it from 
the mouths of economists who are 
paid handsomely by the institutions 
o f the f inancial establishment. 
When we visit the British Museum 
we are confronted by the HSBC 
History of Money Exhibit ion. 

Our children find NatWest Bank 
runn ing mini-banks in their 
schools, and when they graduate 
they discover that the highest start
ing salaries are paid in the world of 
banking. A n d so the unaware 
remain unaware of being unaware. 

I f we were to use the word 'bank' 
to describe a payment transmission 
service, or an advisory service, or a 
safe-keeping service, then we could 
most certainly have such thing as 
an 'Islamic bank'. Indeed Muslim 
history is full o f such practices. But 
modern commercial banking is far 
removed from such innocence. Its 
business model is to create money 
for subsequent lending at interest, 
and indeed i t must do both i f i t is to 
survive commercially. 

This is why Islamic banks, like 
their conventional counterparts, are 
obsessed wi th fixing financial rates 
of return in advance on the money 
that they invest. Why else do we not 
find genuine equity investments on 
the balance sheets of the Islamic 
commercial banks? 

Our Prophet s.a.w. said that one 
day every man would practice usury 
and, i f he did not, its dust would 
reach h im. I believe we have arrived 
at that day. Usury has infected our 
money supply. I t is k i l l ing children 
by the mill ions, encouraging corpo
rations to rape the resources of the 
earth, reinforcing wealth inequality 
and bringing some nations close to 
anarchy. We have wasted at least 25 
years t ry ing to compromise wi th the 
cause of these problems. Now we 
must go back to the beginning, 
where we should have started long 
ago, and revive the Islamic mone
tary system. • 
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ISLAMIC FINANCIAL MARKET INDICES 

Til ISLAMIC EQUITY FUNDS 
Weekly NetAsset Values (NAVJ 

Date Al Dar Al Dar Al Dar 
World European Eastern 
Equities Equities Europe 

Equities 

28-Feb.-02 92.31 106.2 89.29 
31-Jan.02 93.01 103.44 88.86 
27-Dec.-01 95.98 106.12 82.61 
18-Dec.-01 97.15 107.05 80.56 
11-Dec.-01 98.46 105.95 81.77 
27-Nov-OI 99.61 106.53 80 
27-Nov-OI 99.61 106.53 80 
20-Nov-OI 99.77 107.29 77.45 
13-Nov-OI 96.03 105.6 75.7 
06-Nov-OI 95.91 105.38 72.11 
06-Nov-Ol 95.91 105.38 72.11 
30-0ct-01 92.58 105.09 70.9 
23-Oct-01 92.21 103.77 68.81 
16-0ct-01 92.65 104.15 68.21 
09-0ct-01 91.04 104.75 64.58 
02-0ct-01 86.97 100.98 63.56 
25-Sep-01 84.8 97.4 62.56 
18-Sep-01 87.45 100.99 63.64 

Date Til Small 

26-Feb.02 11.68 
19-Feb.02 11.83 
5-Feb.02 12.10 
29-Jan-02 12.07 
15-Jan.-02 12.5 
2-Jan.-01 12.37 
27-Dec.-01 12.11 
18-Dec.-00 12.4 
11-Dec.-01 12.53 
27-Nov-OI 12.45 
20-Nov-OI 12.54 
13-Nov-OI 12.13 
06-Nov-OI 12.09 
06-Nov-OI 12.09 
30-0ct-01 12.03 
23-0ct-01 11.43 
16-0ct-01 11.51 
09-0ct-01 11.25 

Til ISLAMIC EQUITY FUNDS 
Monthly NetAsset Values (NAV) 

Date Ibn Alkhwa- Al 
Majid rlzmi Bukharl 

Feb 02 9.95 10.38 799.9 
Jan 02 9.59 9.85 824.21 
Dec 01 9.15 9.69 823.26 
Nov 01 8.89 9.74 774.2 
Oct 01 8.25 10.01 743.96 
Sep 01 7.51 11.03 798.25 
Aug 01 8.88 9.5 863.33 
Jul 01 8.88 9.5 863.89 
Jun 01 9.64 9.54 910.83 
May 01 10.15 8.62 925.57 
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2 0 0 0 -
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Feb. 02 1528.8109 1658.5 1552.967 

Jan.02 1526.9015 1655.0998 1548.5082 

Dec.-Ol 1525.1849000 1652.0426000 1544.5056000 

Nov-01 1523.5338000 1649.1039000 1523.5338000 

Oct-01 1520.5959000 1644.0300000 1533.7370000 

Sep-01 1517.9591000 1639.9265000 1528.5176000 

Aug-01 1514.3593000 1635.0831000 1523.0959000 

Jul-01 1510.4538000 1629.8857000 1517.4173000 



TAKAFUL 

Bank Negara Malaysia 
Release The 2001 Takaful 
Annual Report 
The Annual Report of the Director 
General of Takaful 2001 provided a 
review of the performance and 
developments o f the Malaysian 
takaful industry, which comprised 
two takaful operators, namely, 
Syarikat Takaful Malaysia Berhad 
(STMB) and Takaful Nasional 
Sendirian Berhad (TNSB), during 
2000/2001, and the administration 
of the Takaful Act 1984 by BNM. 

The growth of the takaful indus
try gained momentum in 2001 w i t h 
the main business indicators 
recording higher growth rates. 

The combined contribution o f 
the family and general takaful sec
tors increased by 229.5% (2000: 
30.5%) to R M l , 465.5 mil l ion, o f 
which 89.1% of the contribution 
being generated by the family taka
ful sector. Total assets of takaful 
funds grew by 106% (2000: 40.1o/o) 
to reach RM2, 407 mi l l ion . 

Family Takaful 

The family takaful sector recorded 
strong growth in 2001 wi th new 
takaful contributions increasing by 
367.40/0 (2000: 80.8%) to R M l , 
306.4 mil l ion. A total of 221,868 
new family takaful certificates were 
issued in 2001, an increase of 35.7% 
(2000: 163,492 certificates). 

The overwhelming demand for 
the newly introduced annuity scheme 
(SATK) for Employees Provident 
Fund (EPF) contributors was a major 
positive development in family taka
ful business in which the annuity 
scheme captured 67.4% share of total 
new contributions and 10.1% share 
of total sums participated. 

Mortgage takaful plans continued 
to register strong growth wi th 21.3% 
increase in the number of new cer
tificates but its share of total new 
takaful contributions declined to 
22.3% in 2001 (2000: 58.6%). On the 
other hand, term individual family 
takaful plans recorded negative 
growth in terms of new sums partic
ipated and contributions. 

Business in force of the family 
takaful sector continued to expand in 
2001. The number of takaful certifi
cates in force increased by 47.5% 
(2000: 57.40/0) to 648,654 certificates 
while total sums participated and 
takaful contributions in force grew 
by 46.60/0 and 184.6o/o to reach 
RM37, 492 mil l ion and RM1,698.5 
mil l ion respectively. 

In terms of distribution of sums 
participated in force, mortgage taka
ful plans and group family takaful 
plans continued to dominate, wi th 
shares of 38.3o/o (2000: 42.6o/o) and 
36.70/0 (2000 : 44.2o/o) respectively. 
Total income of the family takaful 
funds grew substanrially by 286.8o/o 
(2000: 32.70/0) to R M l , 359.1 mil l ion 
in 2001. 

Correspondingly, total expenditure 
grew by 55.7o/o (2000: 45.8o/o) to 
RMl36.4 mil l ion resulting in an 
excess of income over outgo of R M l , 
222.7 million m 2001, representing 
90.00/0 of total income of the family 
takafiil funds in 2001. Total assets of 
family takaful funds increased by 
132.50/0 to RM2,039.6 million in 2001. 

General Takaful 

General takaful business continued 
its growth momentum in year 2001 

w i t h tota l gross contributions 
increasing moderately by 28.6o/o 
(2000: 23.90/0) to RM227.7 mi l l ion . 
The increase in business was from 
the miscellaneous sub-sectors, 
namely personal accident, workmen 
compensation, l iabi l i ty and miscel
laneous accident. 

Marine, av ia t ion and transit 
(MAT) recorded growth o f only 
11.20/0 i n 2001, a sharp drop as 
against a g rowth rate o f 353.30/0 i n 
the previous year. I n terms o f 
portfol io d is t r ibut ion, fire main
tained its dominance for the th i rd 
consecutive year since 1999, con
s t i tu t ing 41.90/0 share o f tota l gen
eral takaful gross contributions. 

The net retention ratio o f the 
general takaful industry declined 
s l ight ly from 71.70/0 i n 2000 to 
69.90/0 i n 2001 . Overall claims 
experience o f the general takaful 
fund had worsened as reflected by 
the escalation in claims ratio from 
38.60/0 i n 2000 to 41.50/0 in 2001. 

However, the general takaful 
industry managed to main ta in its 
good u n d e r w r i t i n g performance 
w i t h an underwr i t ing surplus o f 
RM70.7 m i l l i o n , an increase o f 
I8.60/0 (2000: 100/0) from RM59.6 
m i l l i o n i n 2000. I n terms o f assets, 
the general takaful funds regis
tered a g rowth rate o f 26.20/0 to 
reach RM367.4 m i l l i o n in 2001. 

Whi le having registered a com
mendable performance for the 
year 2001, takaful operators were 
encouraged to con t inuous ly 
develop and enhance their capa
bil i t ies , par t icular ly i n the area o f 
product innova t ion in order to 
increase the market penetration 
level further. • 
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CORPORATE PROFILE 

2000 Financial & Business Analys is 

Al Baraka Islamic Bank b s c ( e o 
"A return to profitability resulting from reduced provisions 

and balance sheet growth " 

Financial Trends 

Ownership and Legal Status 

Al Baraka Islamic Bank was established as a Bahraini Shareholding Exempt Closed 
Company in 1984.Issued and paid up capital is US$ 50 million divided into 500,000 
shares of US$ 100 each. The Bank operates as an offshore Islamic investment bank 
under a license granted by the Bahrain Monetary Authority. Headquartered in 
Bahrain, the Bank has four branches in Pakistan. Its principal activities are operating 
demand and investment accounts, providing Murabaha finance, Musharaka and 
leasing finance, and managing money on a Mudaraba basis. 

The Year in Brief 

Net income for the year to 31 December 2000 was US$ 1.303 million, against a loss 
for 1999 of US$2,206 million. Within this figure, the Bank's share of income from 
unrestricted investment accounts was up by US$ 0.258 million or 4.7% at US$ 5.698 
million (1999: US$ 5.440 million), while revenues from banking services and other 
revenues were up by US$ 0.068 million or 2.3% at US$3,013 million (1999: US$2,945 
million). Operating expenses, including depreciation charges, were US$ 0.507 million 
or 8.94% higher at US$ 6.177 million (1999: US$ 5.67 million). Operating expenses 
as a % of total revenues were 69.8% (1999: 65.31%). Provisions for the year were 
sharply lower at US$ 0.681 million (1999: US$4,717 million - mainly relating to the 
default of Solo Industries Limited of UAE). 

Total Assets increased by US$26,623 million or 13.78% to US$219,877 million (1999: 
US$ 193.254 million. Within this figure, sale receivables were up US$ 35.975 million 
or 30.54% at US$ 153.777 million (1999; US$ 117.802 million), the large majority 
relating to additional Murabaha transaction volumes. On the liability side, balances 
due to the Central Bank increased by US$4,685 million or 26.05% to US$ 22.668 
million (1999: US$ 17.983 million, while current and savings accounts increased by 
US$ 3.311 million or 14.52% to US$ 26.118 million (1999: US$ 22. 807 million). 
Continuous efforts to strengthen the deposit base were reflected in strong growth in 
unrestricted investment accounts, up by US$ 20.189 million or 26.57% at US$ 96.159 
million (1999: US$ 75.970 million). 

The Capital Adequacy ratio of 25% (1999: 27%) continued to exceed the minimum 
capital requirement of 12% set by the BIS by a comfortable margin. 

Business Highl ights 

•H. Capital Intelligence Credit Rating Agency of Cyprus maintained the long-term 
rating of Al Baraka at BB and the short-term rating at A3 for its US$ liabilities, 
with a stable outlook. 
In recent years, the Bank's activities have remained focussed in Saudi Arabia 
(37% of balance sheet totals) and Pakistan (43% of balance sheet totals). In 
Saudi Arabia, the economy remained sluggish, in spite of a boom in oil prices. 
Private businesses are largely dependent on government expenditure in the 
domestic economy for their growth, and the domestic economy remained a low 
priority for the Kingdom during the year. In Pakistan, performance remained 
satisfactory in spite of the numerous economic problems faced by the country. 

-> The Bank has now intensified its marketing and strategic campaign to expand 
into other GCC and Asian countries. The UAE, Qatar, Kuwait and Turkey are the 
main countries where the Bank is exploring new opportunities to invest and to 
mobilise funds. 

-> The credit portfolio grew to an all-time high, surpassing the best year of 1998 by 
1 1 % . During the year, active follow-up of overdue and rescheduled facilities 
resulted in a 12% decline over 1999. 

-> The Al Baraka Global Equity Fund and the GAM AlKawthar Fund suffered from 
the global equity market downturns during the year, and both finished in negative 
territory. 
Profit distribution rates continued a consistent trend. Returns on 3-month term 
deposits were 5 . 1 % (1999: 5.0%) on 6-month term 5.4% (1999: 5.0%), on 12-
month term 5.7% (1999: 5.3%) and on 24 -mon th term 6.0% (1999: 6.0%). 
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CORPORATE PROFILE 

Financial Trends 

Foreign Exchange Rate 
31 Dec 2000: 

1 USD = 0.712 Jordanian Dinar 

Jordan Islamic Bank 
For Finance & Investment 

2000 Financial & Business Analys is 
"A solid performance for the year, with 

increased profit and asset growth" 

Ownership and Legal Status 

Jordan Islamic Bank for Finance and Investment was established in Amman, 
Kingdom of Jordan in 1978 as a Public Shareholding Limited Company. Paid-up 
Capital was raised effective 8 June 2000 from JD 22 million to JD 38.5 million by 
capitalising JD 13 million from issuance premium reserves and JD 3.5 million from 
voluntary reserves. Weighted average # of shares was 38,500. 6 Shareholders each 
owned some 5% of the shares in the Bank - Saleh Abdullah Kamel; Abdullah Saleh 
Kamel; Moheiddin Saleh Kamel; Dallah Al Baraka Holding - Bahrain; Al Baraka for 
Inv. & Dev.; Dallah Al Baraka Holding/Saudi Arabia. The Bank has its Head Office, 10 
offices and 51 branches throughout Jordan. 

The Year in Brief 

Net profit for the year increased by JD 0.364 million or 21.7% to JD 2.042 million 
(1999: JD 1.678 million). Within this figure, the Bank's share of investment profits was 
JD 0.058 million or 0.4% lower at JD 12.944 million (1999: JD 13.002 million); 
revenues from banking services were JD 0.663 or 38.8% higher at JD 2.367 million 
(1999: JD 1.704 million) and miscellaneous revenues were JD 0.580 million or 60% 
higher at JD 1.546 million (1999: JD 0.966 million). Expenses, including depreciation 
were up JD 0.772 million or 5.9% at JD 13.817 million (1999: JD 13.045 million) 
Expenses as a percentage of revenues were 82.0% (1999: 83.2%). 

On the Balance Sheet, Total Assets Increased by JD 26.3 million or 4.0% to JD 683.9 
million (1999: JD 657.6 million). Within this figure, cash and due from banks 
increased by JD 3.141 million or 2.8% to JD 114.7 million (1999: JD 111.6 million); 
funds with the Central Bank increased by JD 37.6 million or 34.9% to JD 145.3 million 
(1999: JD 107.7 million); financing and investments decreased by JD 11.4 million or 
2.8% to JD 391.3 million (1999: JD 402.7 million). 

Total Liabilities increased by JD 24.4 million or 4 .0% to JD 629.3 million (1999: JD 
605.0 million), with customer accounts increasing by JD 21.0 million or 3.9% to JD 
564.6 million (1999; JD 543.6 million. 

The Capital Adequacy ratio reached 15.96% at year-end, against a minimum Central 
Bank requirement of 12%. According to the AAOIFI (Accounting and Auditing 
Organization for Islamic Financial Institutions) rules, this ratio was 3 5 . 1 1 % 

Business Highl ights 

-> The bank opened two branches and five offices in 2000. Expansion plans for 
2001 include a further one branch and five offices. Eleven additional ATMs were 
installed, bringing the total to 45. The network has now been linked to that of 
Visa International. 

- 4 In line with the plan to expand trading in muqarada bonds, four new investment 
portfolios were issued with combined capital of JD 40 million (1999; JD 7.56 
million), raising total balances to JD 51.5 million. 

-> Financing operations executed in 2000 covered a wide range of economic and 
social activities, as well as public utilities, hospitals, universities etc. Included 
were Murabaha agreements of approx. JD 1 million for Irbid Municipality for 
procurement of utility materials; JD 2.5 million for the construction of a 
commercial compound in Amman and JD 10 million with Al-Yarmouk University 
to finance housing construction and general procurements. 
Capital Investment in National Companies reached JD 63.2 million (1999; JD 
62.4 million), with material investments in The Islamic Insurance Company, 
Arabian Steel Pipes Manufacturing, Al-Amin for Investments, International Co. for 
Medical Investments, Al-Rizq Trading Co., Al-Omarieh Schools, Al-Samaha Real 
Estate Co., Akarco and Future Applied Computer Technology. 

-> Human Resource management was enhanced by the organisation of 56 
specialised courses covering miscellaneous banking, financial and managerial 
skills, with 915 employee participants. 14 employees also received scholarships 
to assist further education. The number of employees increased by 59 to a total 
of 1395. Of this number, 303 have University degrees and a further 539 have 
relevant diplomas. 
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The Institute of Islamic Banking Et Insurance, London (IIBI), in conjunction with 

The Islamic Development Bank, Jeddah (IDB) has organised an International Gathering of 

Eminent Islamic Finance Specialists to Discuss Issues of Documentation for Islamic Financial Products 

The Institute of Islamic Banking £t 
Insurance (IIBI), London 

The Islamic Development Bank 
(IDB), Jeddah 

COMING SOON 

DOCUMENTATION OF ISLAMIC BANKING PRODUCTS 

• To provide participants wit the opportunity to evaluate the salient issue in the preparation of documentation 
for Islamic financial products 

• To identify pertinent issues and outlines specific solutions 
• To facilitate dialogue between eminent Islamic financial specialists and the international finance community 
• To attract both experienced practionars and new entrants to Islamic finance 

METHODOLOGY 
In order to advance the development of the global Islamic financial industry the time has come to address specific issues 
and where possible outline specific solutions to the pertinent issues of the day. The working group session has been orga
nized in the form of an interactive seminar. The workshop component shall take place on the on the afternoon of the sec
ond day of the conference. Participants will be split up into groups. Group moderators will have their respective groups iden
tify products currently offered and contacts that can be adapted and applied to Islamic products. 

WHO SHOULD AHEND 
The conference and workshop has been designed to address the important issue of documentation in a focused and practi
cal manner so as to appeal to both experienced practitioners and new entrants to Islamic finance. It is directed towards indi
viduals (Corporate Finance officers, Lawyers, Actuaries, Accountants, Financial Analysts, Compliance Officers, Auditors, Retail 
and Private Bankers, Fund Managers, investment advisors, Financial Market Regulators) and institutions either currently 
directly or indirectly involved in any aspect of Islamic financial transactions or those considering to enter the market place, 
and service providers who deal with Islamic financial institutions. 

For more information on any of the above sponsorship packages please contact 

Mr Nasr- Eldin Ayoub-Bey, Conference Director 
The Institute of Islamic Banking a Insurance 

16 Grosvenor Crescent, London SWIX 7EP 
Ph:+44 020 7245 0404 • Fax:+44 020 7245 9769 

Mobile: 07939 050 001 • Email: iibi@islamic-banking.com 

CONFERENCE ft WORKSHOP 

Radisson SAS Hotel, Portman Square, London, UK 

A practical approach to issues of Islamic finance 
OBJECTIVE 
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NEWS DIGEST ' ^ ^ ^ 
BAHRAIN 

BMA Grant License for 
I New Islamic Bank 
s 

f H.H. The Prime JVlinister, Shaikh 
Khahfa Bin Salman Al-Khahfa, the 
Chairman of the Board of Directors 
of the Bahrain IVIonetary Agency, 
approved new licenses to banks to be 
established in Bahrain. Amongst oth
ers, an offshore Banking Unit 
(Branch), was granted to Kuwait 
Turkish Evkaf Finance House to pro
vide investment and financial activi
ties according to Islamic Principles. 
Kuwait Turkish Evkaf Finance House 
was established in 1983. 

The Agency is pleased to note the 
continued interest of foreign and 
international banks and financial 
institutions in establishing a pres
ence in Bahrain, which highlights the 
international regard for Bahrain's 
vital role as the leading financial 
center of the region. 

Islamic Liquidity Centre 
Launched 

Three Gulf banks have launched an 
Islamic Liquidity Management Centre 
(LMC) in Bahrain to serve Islamic 
banks and finance houses in a move 
that could pave the way for an 
Islamic money market. 

Kuwait Finance House, Dubai 
Islamic Bank and Bahrain Islamic 
Bank signed an agreement to set up 

1 the centre, which plans to issue trad-
' able Islamic instruments called 

Sukuk, with an initial paid-in capital 
of $15 million. Each bank would 
provide $5 mill ion for the centre, the 
first of its kind in the Gulfs financial 
hub, Bahrain. 

"The establishment of the LMC 
wiU facilitate the creation of an 
Islamic interbank money market," 

said Khalid AI-Bassam, executive 
director for banking operations at the 
Bahrain Monetary Agency (BIVIA), 
the country's central bank. 

"The LMC wi l l facilitate the pooling 
of assets that wi l l be acquired irom 
governments, financial institutions 
and corporates. This asset pool wi l l be 
securitised through the issuance of 
tradable instruments," Bassam stated. 

Bahrain, Malaysia, Indonesia, 
Sudan and the Islamic Development 
Bank signed a pact last November to 
establish an International Islamic 
Financial Market in Bahrain to help 
meet the needs of Islamic banks and 
financial institutions. 

Islamic institutions do not pay or 
charge interest. Money is made 
instead by using a system of profit 
sharing irom returns on app-roved 
investments. Bankers said four other 
Islamic finance houses operating in 
the Gulf had expressed interest in 
jo in ing the LMC. 

"The LMC's creation w i l l address 
two critical constraints currently 
affecting the industry, the lack of 
quality assets and secondary mar
kets," Bassam said, adding that the 
centre w i l l enable the Islamic bank
ing industry to remain competitive. 

Bahrain Establish 
Financial Intelligence 
Unit 
Bahraini government announced the 
establishment of a financial intel l i
gence unit to help fight illegal trans
actions that may help terror activities. 

In a jo int press conference with the 
visiting U.S. Treasury Secretary Paul 
O'Neill, Bahraini Finance Minister 
Abdullah Hassan Saif stressed his 
country's determination to fight 
"abuses in the financial sector." 

"Bahrain has passed a law to fight 
money laundering and frozen 
accounts suspected of financing ter
rorist activities," Saif stated. 

"We have established a law 
enforcement unit under the appropri
ate authority of the Finance ministry, 
the Financial Intelligence Unit (FIU), 
to fight illegal transactions. So far 
Bahrain has had no case where some 
one was prosecuted in this regard. 

"However it is very important to 
signal to the whole wor ld that 
Bahrain is ready to prosecute illegal 
transactions and also i t is very 
important for the financial market to 
have the right protection," the minis
ter said. 

First Islamic Investment 
Bank Declare Profit for 
2001 

First Islamic Investment Bank E.C. 
announced that it earned USD$32.7 
mi l l ion net income for the year 
ended December 31st, 2001, a 60 
percent increase over the USD$20.5 
mil l ion achieved in 2000. 

As a result, the Board of Directors 
has recommended a dividend pay
ment of US$6.9 mill ion, representing 
a return of 15 percent on the Bank's 
paid-in capital. 

The Bank generated a return on 
average total equity of 23.9 percent and 
return on average assets of 10.8 per
cent, with total equity reaching US45.2 
million, after proposed dividend, a 12.9 
percent increase over 2000. 

During 2001, First Islamic gener
ated healthy annual revenue growth 
and record net income from an 
increasingly diversified portfolio of 
investments. During the year. First 
Islamic completed three new direct 
investment transactions wi th a total 
value in excess of US38 mil l ion. 

In June, First Islamic arranged the 
purchase of a 100 percent ownership 
stake in Medifax EDI, Inc., a leading 
provider of information processing 
services to the health care industry in 
the United States, for a total transac-
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tion value of US23.1 mill ion. In 
August, it arranged the acquisition of 
a 61 percent ownership interest in 
Cirrus Industries, Inc., one of the 
largest manufacturers of single 
engine, general aviation aircraft i n 
the world, for a total transaction 
value in excess of US$42 mil l ion. 

Towards the end of the year, First 
Islamic combined Yakima Products, 
Inc., a leading US manufacturer of 
multi-sport racks and rack acces
sories for automobiles, and 
WaterMark Paddlesports, Inc., the 
largest producer of kayaks and pad
dle sport accessories in the world, for 
a total transaction value of US73.1 
million. The two companies are held 
through Destination Outdoors, Inc. 

The Bank's real estate line of 
business demonstrated strong 
growth. During 2001, First Islamic 
completed three real estate jo in t ven
tures with ProLogis Trust, a leading 
global provider of integrated distrib
ution facilities and services, for an 
aggregate transaction value of 
US$3.5 mill ion. 

In June 2001, a three-year US 100 
million revolving Murabaha Facility 
was arranged for First Islamic by 
regional banks. This facility w i l l 
enable First Islamic to expand the 
scope of its operations and support 
further direct investment and real 
estate acquisitions. 

Mohammed Abdulaziz A l Jomaih, 
Chairman of First Islamic, said: "We 
are extremely grateful to the 
Government of Bahrain and the 
Bahrain Monetary Agency not only 
for the support they have provided to 
First Islamic but also for creating a 
sound economic and regulatory 
environment, which has established 
Bahrain as the preeminent banking 
center for the Arabian Gulf region." 

Abdulaziz Hamad A I Jomaih, Vice 
Chairman of First Islamic, comment
ed: "Despite the global economic 
slowdown and the events of 
September 11th, we are very pleased 
to announce a record increase in net 
income and healthy revenue growth 

in 2001. We are grateful for the con
tinuing trust and support of our va l 
ued clients and business partners 
who have enabled us to achieve these 
results." 

A t i f A. Abdulmalik, the Bank's 
Chief Executive Officer, added: "We 
have been able to increase signifi
cantly our two main lines of busi
ness, which is reflected in the strong 
results we achieved in 2001. Our aim 
in 2002 is to expand our real estate 
line of business into Europe and to 
continue to manage our direct 
investments wi th the aim of achiev
ing profitable exits." 

PAKISTAN 

Pakistan Export Finance 
Guarantee [PEFG] to 
Provide Insurance 
Facility to Exporters 

Islamic Cooperation for the insur
ance of Investment and Export Credit I 
(ICIEC), an affiliate o f Islamic 
Development Bank, Jeddah, Saudi 

I Arabia, has appointed Pakistan 
Export Finance Guarantee Agency 
[PEFG] Limited as an agent i n 
Pakistan wi th effect from Apr i l 2002. 

According to PEFG, the company 
w i l l be able to offer Pakistani 
exporters post shipment insurance 
risk cover for over 83 countries 
worldwide under the agreement 
between ICIEC and PEFG. 

As per arrangements, Pakistani 
exporters would be able to compete 
more successfully wi th their goods 
and tradable services on world mar
kets, especially by exporting goods 
on other than Letter of Credit (L/C) 
basis like open account basis etc. 
This would also enable Pakistan to 
boost its exports. 

PEFG has also making arrange
ments to offer factoring/bill dis
counting facil i ty to Pakistani ^ 

exporters at competitive pricing 
through various debt managers 
abroad. 

The above numbers of facilities 
are other than the current Pre- ship
ment finance guarantee facility 
being provided to exporters through 
banks in Pakistan. 

Under this scheme, PEFG w i l l 
issue the bank financial guarantee 
against which the exporter would be 
able to secure finance facility from 
banks at favourable terms. 

SAUDI ARABIA 

Islamic Development 
Bank Grants $50 
Million to Palestine 
The Islamic Development bank (IDB) 
is to grant the Palestinian treasury 
$50 mil l ion. IDB has already trans
ferred $10 mil l ion. 

The bank had given the 
Palestinians $45 mi l l i on i n 
September, part of the Arab support 
for the Intifada. 

The IDB runs two Arab funds of 
$ lb i I I ion for Palestinian support. The 
funds were created in October 2000 
at the Cairo Arab summit. 

Islamic Development Bank Hold 
Council Meeting in Jeddah 

Meeting of the 206th session of the 
council of the Islamic Bank for 
Development, IBD executive direc
tors was held in Jeddah in order to 
consider financing several develop
mental projects of several IBD mem
ber states. 

A statement by the IBD said that 
the council discussed a report on the 
political status of the " al-Awqaf 
Fund" of the IBD and another report 
on the basic structure which has al-
Manama as headquarters. 
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NEWS DIGEST 
The IBD council also deliberated 

on several technical and administra
tive reports which deal wi th work 
progress in projects the bank 
finances in the member states. 

THAILAND 

Thailand to Have Full-
Fledged Islamic Bank 

Thailand is likely to have its fu l l -
fledged Islamic Bank by May, Krung 
Thai Bank Pic. (KTB) prepares to 
launch the Islamic banking system, 
separately in both management and 
operational aspects from its normal 
commercial banking businesses. 

Theerasak Suwanayos, Advisor 
of the KTB Board, in his capacity as 
designated President of the Islamic 
Bank, stated that much progress had 
been made for the establishment of 
the Islamic Bank. 

"A KTB panel i n charge o f 
studying and working out the pro
ject has conducted a survey in var
ious areas concerning Islamic 
banking and principles thoroughly, 
including seeking opinions and 
gathering information from local 
Islamic people and institutions to 
ensure that the operation o f the 
new Islamic Bank w i l l comply ful ly 
w i t h Islamic principles, and is 
trustable and reliable for Islamic 
people," he stated. 

Theerasak assured that the key 
point worried by Islamic people 
over the mix ing up of their deposits 
prohibited by the Islamic principles 
from gaining interests or returns 
wi th those usable for gaining inter
ests would never be happened in 
the new Islamic Bank, as KTB 
would separate both the manage
ment and banking transactions of 
the Islamic Bank from its normal 
banking system. 

The worrying point has made 

existing Islamic Banks operated on 
the trial basis by the Government 
Savings Bank (GSB) and Bank for 
Agriculture and Agricul tura l 
Cooperatives (BAAC) not be success
ful, according to Theerasak. 

KTB would launch the Islamic 
Bank as its full branch offices, wi th 
6-12 staff each, i n three provinces in 
the South, including Yala, Pattani, 
and Narathiwat, where the majority 
of local people are Muslims, he dis
closed. 

"KTB plans to sign contacts on 
exchange of consulting services wi th 
National Islamic Bank of Malaysia 
and MayBank in mid March, and 
plans to open the Islamic Bank in 
May," he noted. 

"People who are not Muslims, but 
are wi l l ing to follow Islamic princi
ples are also welcomed to use the new 
Islamic Bank's services," he added. 

In the in i t i a l stage, the new 
Islamic Bank would offer four key 
services, including current account 
service, deposit maintenance service, 
deposits for general investment ser
vice, and deposits for special invest-

; ment service, the former two of 
which w i l l have no interest returns to 
clients who, instead, have to pay fees 
for asking the bank to secure their 
deposits, he described. 

Clients that apply for the deposits 
for general or special investment ser
vices would be able to receive returns 

j to their investment, but would also 
be responsible for any loss of the 
investment, he indicated. 

Most of the investment w i l l be in 
the form of jo in t ventures wi th local 
entrepreneurs or enterprises. 

Theerasak said that the Islamic 
Bank was, therefore, considered ben
eficial to the rehabilitation of local 
small and medium-sized enterprises 
(SMEs). 

The Islamic Bank w i l l have its 
own name and logo, as i t w i l l 
become an independent bank once 
state-run KTB completes its privati
zation process, according to 
Theerasak. 

UAE 

IHilal Announces 
Launch of Islamic 
Financial and Advisory 
Service 

iHilal has announced the planned 
launch of an Islamic financial and 

I advisory service targeting corporate 
' investment entities i n the Middle 

East region and beyond. 
"Having successfully completed 

iHilal's retail services offering, the 
time has come to complement iHilal's 
Internet based services wi th a more 
face-to-face approach, providing 
Islamic financial solutions that cater 
to the institutional and high-net-
wor th individual investor," said 
Ramzi Abu Khadra, CEO of iHilal 
Financial Services. 

"With the introduction of iHilal 
Institutional, iHilal intends to offer a 
complete portfolio of advanced 
Islamic financial services and prod-

I ucts for the retail, high-net worth, 
and to the corporate sectors in the 
Middle East," he added. 

IHUal's new strategic focus on 
providing corporate Islamic invest
ment solutions w i l l come as a natur
al response to the rapid develop
ments i n the Islamic financial 
investment industry, and as a neces
sary move to respond effectively to 
the increasing demand for advanced 
and credible Islamic financial prod
ucts by the corporate financial sector 
in the Middle East. 

Abdul lah Najia, the newly 
appointed managing director, said 
the Islamic financial industry is 
largely fragmented and decen
tralised. And the launch of iHilal 
Institutional would provide financial 
institutions in the region wi th access 
to a host of best-of-breed solutions 
and products that are developed by 
world-class financial companies, he 
added. 
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Strict Rules for Expat
riate Loan Applicants 
A senior security official in Dubai has 
urged banks to adopt stricter rules for 
sanctioning personal loans to expatri
ates as they are found to be involved 
in loan default in majority cases. 

Major-General Dhahi Khalfan 
Tamim, Commander-in-Chief of 
Dubai Police, said, i t had now 
become necessary for banks to apply 
stringent conditions for granting per
sonal loans. 

"In many cases, some unscrupu
lous people take advantage of person
al loan facility and flee the country 
before banks discover that the loans 
are not being paid," said the General. 
He disclosed that one police station 
had registered 471 cases, 261 of them 
being cheques which bounced when 
presented to banks for payment. 

Dubai Islamic Bank said the 'neg
ative' image Islamic banking got 
after the September 11 incident did 
not dent its 2001 net profits, which 
rose 4.23 percent from 2000. 

"Despite the negative campaign 
against Islamic banks and financial 
institutions, our bank was able to 
make a profit last year," Mohammed 
al-Sharif, executive director of the 
bank's finance department, stated. The 
net profit rose to 616million Dirham 
($167milIion) in 2001 from 591 million 
in 2000. "We were not subjected to 
any actions as part of the campaign 
launched by the United States 
against Islamic bodies that were 
allegedly involved in the financing 
of terrorist actions because our oper
ations are clean," Sharif said. 

The officials said the bank was 
cooperating fully wi th the UAE Central 
Bank to track down illegal funds. 

"We have a special unit to counter 
money laundering, and our accounts 
are audited by Andersen. Our foreign 
operations are handled by our US 
correspondent bank Chase Man
hattan Bank," he said. The bank, 
owned 30 percent by Dubai govern
ment, hope to increase its competitive

ness in 2002. "We plan to mcrease our 
share in the domestic credit market, 
which stands only at lObilhon dirhams 
out of the total of 150billion." 

"We also plan to enter into 
financial alliances to boost our posi
t ion in the market," he said without 
giving details. 

Sharif said, the assets of the 
bank - which lost money unt i l the 
Dubai government stepped in to res
cue i t in 1998 - increased by 30 per
cent i n 2001 compared to the year 
before, to reach 15.3 bi l l ion Dirhams. 

Clients' deposits rose by 34 per
cent to 13.1 bi l l ion dirhams in 2001 
compared to the previous year, he 
said. "This reflects the depositors' 
confidence in the bank." 

UNITED KINGDOM 

Bank of England Interested 
in Islamic Mortgages 

The Treasury and the Bank of England 
is to encourage Islamic mortgages, 
investments and current accounts i n 
Britain. It has emerged that at least 
three leading banks are preparing to 
launch special home loans that get 
round the problem by avoiding charg
ing interest. Led by HSBC, British 
banks w i l l soon devise mortgages that 
avoid charging interest. But they need 
the Treasury to change the rules to 
make their plans viable. A t present. 
Islamic mortgages are only for the 
wealthy as the bank takes ownership 
of the property before the homebuy-
er does. Two sets of stamp duty are 
paid, hence making it more expen
sive than conventional mortgages. 
On his own initiative, the Bank of 
England governor. Sir Edward 
George, has met Islamic bankers, and 
the Treasury has set up a working 
party to look at whether that can be 
changed. The hope is that by next 
year, affordable Islamic mortgages 
w i l l be a reality. ^ggi,immmmmgmmmm 

Islamic Funding Gets 
English Court Assent 

A landmark judgment by an English court 

upheld a central principle of ancient Islamic 

funding after a unique challenge was made 

against it. The significance of the case is 

heightened, as Islamic financing is becoming 

an increasing feature of large-scale deals in 

the Middle East, carried out alongside 

Western banks. 

Also, business f inance company 

Datamonitor reported recently that Islamic 

Shariah compliant financing is increasingly 

popular in the UK, where there are estimat

ed to be more than 5,000 Muslim mil l ion

aires. 

Clyde £t Co., which handles a lot of 

Islamic funding issues, brought a case for 

the Islamic Investment Company of the Gulf 

(Bahamas) (IICG), in the firm's first test of a 

Morabaha financing under English taw. A 

Morabaha is an Islamic bank's purchase of 

goods. It then sells to a customer at a pre -

agreed price. In conventional banking, a ' 

bank advances money to a borrower. The 

dispute arose because a large amount of 

diamonds for which Clyde ft Co.'s client had 

advanced £15m to a third party never passed 

to the purchaser, Symphony Gems. 

IICG sought repayment from Symphony 

through the English courts, which had to 

determine if the Morabaha which is used 

worldwide in 66 per cent of all Islamic 

investment transactions, was a straight 

financing or a pur-chase and on-sale. 

If it were the latter, the bank would be 

prevented from recovery on the basis that no 

goods had passed. 

A Morabaha is described as the sale of a 

commodity for cash or a deferred price 

rather than a loan given on interest. Islamic 

banks have estab-lished safeguards against 

the risks of defective goods being supplied 

or a supplier failing to supply the goods. The 

court ruled in the bank's favor. 

Acting for IICG, Clyde ft Co partner 

David Bennet said: "If it had gone against, 

the bank would have had to reconsider the 

way they do Islamic f inancing. Adam 

Greaves of Steptoe £t Johnson acted for 

Symphony. 
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When you have a vision in the world of Islamic 
investment, others cannot keep up with you. 

Al-Tawfeek Company 
For Investment Funds Limited 

Dallah Tower, Palestine St., P.O. Box 6854, Jeddah 21452, Saudi Arabia 
Tel.: (966-2) 6710000 Fax: (966-2) 6719020 

www.aitawfeek.com 

Our objective is to search out the best international 
investment oportunities for our customers and then 
select just those that can be verified as compatible 
with Shariah Law. 
We then take the most advanced banking systems 
and technologies in the world and adapt them for use 
with Islamic Investment instruments. The result is a 
level of service that we believe matches anything in 
the industry has to offer. 


