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COMMENT

Standard Life defeats carpetbaggers and retains mutual status
Members of Standard Life liave
voted against converting the
insurance giant into a public
company turning their backs on
average windfalls of £6,000.
Following a special general meeting in Edinburgh, it was
announced that an attempt led by
Monaco based Fred Woollard,
had failed in its bid for demutualisation.
Mr Woollard said he would
not force another vote on demutualisation, while the Building
Societies Association hailed the
result as a landmark. The vote
result was that 540/0 wanted it to
retain
mutual
status.
Mr Woollard, and his supporters
needed 750/0 of the vote for
demutualisation. They had said
they would only continue campaigning for change if they
received 50%. Standard Life sold
its first policy 175 years ago, and
it is now Europe's largest mutual.
The firm's bosses were determined to cling on to the status
and spent £10m on a campaign to
secure a 'no' vote.
The Edinburgh-based insurer
says its policyholders control the
company and benefit from profits
being distributed in the form of
bonuses. But those members who
forced the company to hold this
mutuality vote believe it makes
better business sense to convert
to a public limited company and
share in windfalls which could
average £6,000 if the company
were to be floated on the stock
market.
Lessons t o be

learnt

Mr Woollard, coordinator of the
Standard Life Members Action
Group, which began its demutu2
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alisation campaign in February,
said: "We always said that we
would not continue the conversion fight if the majority of the
members voted to retain the company's mutual status. "Our
actions have shown there is a significant desire among Standard
Life's 2.3 million members for the

"We always said
that we would not
continue the conversion fight if the
majority of the members voted to retain
the company's mutual status. "Our
actions have shown
there is a significant
desire among
Standard Life's 2.3
million members for
the company to
demutualise and that
the company will
have to address the
needs of those members in the future."
company to demutualise and that
the company will have to address
the needs of those members in the
fixture."
Standard Life's managing
director Scott Bell said the company had learned a lot of lessons.
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"We must find ways of communicating more effectively with
our members and in particular
we must demonstrate more
clearly how and why our mutual status delivers better returns
to our members," he said.
The Building Societies Association (BSA), which represents
68 building societies in the UK
said: "This landmark vote ... is
testament to its members' belief
that the organisation has served
them well as a mutual, and will
continue to do so in the future."
About 1.1 million members were
thought to have voted by post
on the issue.
Mr Woollard was believed to
stand to gain shares worth about
£150,000 if Standard Life had
demutualised. In the battle of the
arguments for and against the
firm's mutuality, the carpetbaggers have been portrayed as
greedy opportunists, seeking
windfalls at the expense of policyholders. But those in favour of
demutualising have said it
would force Standard Life to be
more transparent in its accounting.
This, it was argued, would
have made it easier to establish
whether all policyholders were
getting the full benefits of the
firm's investment earnings.
Many other insurance companies around the world have
demutualised in recent years,
including the UK's Norwich
Union, Prudential in the United
States, and AMP of Australia. It
is nonetheless encouraging for
the Takaful Islamic insurance
sector that some in the conventional sector see the virtues of
maintaining mutuality.

FEATURE

The Better Alternative

A

BY HABSAH MARJUNI

vibrant bond marlcet is
deemed important to fund
Malaysia's economic activities. An Islamic-based bond market is even better. It assuages religious conscience while providing
all the advantages of the conventional market and more.
Besides the equity market, the
Islamic private debt securities
(PDS) or bond market is also an
integral part of the Islamic based
capital market. Judging by current
trends. Islamic PDS - with all the
advantages of the conventional
PDS (such as lower cost of funding)
and more - is set to grow further.
This is also in tandem with the
vision of the Malaysian government that has reiterated its desire
to develop a vibrant bond market
to fund the country's economic
activities.
Most of Malaysia's discount
houses - which are governed by
Bank Negara Malaysia (BNM) - are
in fact major players in the
arrangement, underwriting, trading
and holding of debt secuirites, both
public and private. As of Dec 31,
1998, these discount houses "collective" holding of debt securities
totalled RM 11,9 billion representing 59.5% of their total assets of
RM 20 billion. Out of these 18
issues of PDS totalling RM 25.9
billion in 1999, the discount houses were involved in almost all of
the issues in various capacities as
arranger, lead manager, co-manager,
underwriter or tender panel member.
It was in late December 1998
that the Guidelines on Participation in the Islamic Banking Scheme
(EBS) by Discount Houses were issued
by BNM. Considering the bright
future of Islamic banking, it did
not take long to participate in such
a beneficial scheme. One of the
more prominent of this new alternative in financing is Amanah

Short deposits BHD that has played
an active role in the development
of the PDS market since 1991. Says
Abdul Wahid Omar, ASDB's chairman, "We believe that Islamic
banking has a bright future and
that is why we at ASDB wasted little time to become the first discount house to participate in the
IBS in February 1999.
"We are indeed proud that in
hardly a year, our total Islamic
assets have increased to RM 438.6
million representing 14.1% of our
total assets of RM 3.11 billion as of
Dec 31, 1999.
According to Abdul Wahid,
other discount houses have similarly been very active in promoting
and developing the IBS as Islamic
debt securities certainly have great
potential. Explaining the tenets of
Islamic FDS, Abdul Wahid says,
basically, there are three broad categories of Islamic PDS distinguished by the tenor or maturity of
the notes. These are:
Long term Islamic debt securities of more than five years based
on Islamic financing principles of
Al-Bai Bithaman Ajil (deferred
payment sale) OR Bai Al- Dayn
(debt trading). These can take the
form of zero-coupon or with periodic profit payment evidenced by
secondary notes:

"We believe that
Islamic banking has a
bright future and that
is why we at ASDB
wasted little time to
become the first discount house to participate in the IBS in
February 1999."
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Medium term notes of two to
five years based on the Islamic
financing principles as above;
Short term commercial papers
of one to 12 months based on the
Islamic financing principles of
Murabaha (cost plus), Bai Al Dayn
or Al-Ijarah (leasing).
These commercial papers can
also be issued on an underwritten
basis where availability of funds at
a certain ceiling financing rate is
assured by a group of underwriters.
The choice as to which type of PDS
should be issued by companies is
largely dependent on the purpose
of the financing and the cash flow
of the issuer.
Companies, which require
funding to undertake infrastructure
projects, for example, should opt
for the short term Murabaha Notes
Issuance facility on drawdown and
repayment he adds. Since its first
introduction into the Malaysian
capital market in 1990 with a
maiden issue of RM 125 million.
Islamic debt securities have been
well received by Malaysian companies. This is evident by the growing
number of debt securities issued in
recent years.
In 1996, Islamic debt securities
accounted for some RM 1.37 billion or 2.6% of the total private
debt securiries (PDS) in issue of RM
52.99 billion. This increased to RM
3.94 billion or 13.7o/o of the total
PDS in issue in 1998. This
increased further to RM 13.89 billion or 13.7% of the total PDS of
RM 101.13 billion in issue of Dec
31, 1999.
Companies which have issued
Islamic PDS in 1999 include heavy
weights such as Petronas Gas Bhd,
Tenaga Nasional Bhd, Midciti
Resources Sdn Bhd (owner of
Petronas Tower) and Johor
Corporation.
"We expect this trend to continue this year", Abdul Wahid continues, "For example, the first PDS
facility that ASDB arranged for this
July 2000
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year for Bumi Armada Navigation
Sdn Bhd (BAN) was the RM 80 milHon Murabaha Notes Issuance
Facility/Islamic Medium Term
Notes. ASDB is the lead arranger for
this deal that also involves Abrar
Discounts Bhd, Affm Discounts Bhd
and KAF Discounts Bhd.
The facility for BAN which was
signed early this month is a dual
option Islamic based PDS to
finance the company's working
capital and to refinance existing
borrowings. Under this unique dual
option facility, BAN, which is a
subsidiary of main board listed
Bumi Armada Bhd, has the option
to either issue the Murabaha Notes
of one to 12 months of the Islamic
Medium Term Notes or two to five
years or any combination thereof
This means that BAN will have
the flexibility to opt for whichever
funding structure to that suits their
requirement. The Murabaha Notes
have been accorded a short term
rafing of MARC-1 by Malaysian
Rating Corporadon Bhd while the
Islamic Medium Term Notes have
been accorded a long term rating
of A. These ratings, apart form
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indicating BAN's strong ability to
repay on a fimely basis, also reflect
the sound management present in
the Bumi Armada Group," he adds.
A similar Islamic PDS arrangement for another major client is
expected to be signed in March.
While declining to name the client,
Abdul Wahil says the s u m
arranged is for a staggering
amount of RM 680 million. The
funds that have been supporting
Islamic PDS in the market are basically deposits placed under the IBS.
Total Islamic deposits mobilised
in 1998 amounted to RM 16.43
representing an increase of 59.1%
over 1997's deposits of RM 10.33
billion. Out of the RM 16.43 billion,
RM 10.94 billion or 66.6% were
used to finance Islamic financing
activities. Further, while Islamic
deposits must be applied solely to
Halal financing activities or instruments, there is no prohibition for
conventional deposits from being
invested in Halal instruments. This
means that Islamic PDS can also
appeal to conventional deposits.
Apart form fulfilling one's religious conscience, there are eco-

a

nomic benefits to be gained from
issuing Islamic PDS instead of conventional ones. Firstly there are
more Islamic deposits seeking to
invest in Islamic-based instruments. By opting for Islamic PDS,
issuers are more assuresd of a high
take up for their bonds or notes.
This will result in lower yeild/cost
of financing for the issuer.
As far as recipients of the
Islamic PDS are concerned, the
economic benefits are very attractive indeed. Bumi Armada's chairman. Wan Ariff W a n Hamzah,
confirms: "The availibility of an
additional RM 80 million will help
us to further improve and expand
our business. This facility will act
as a catalyst for BAN to meet its
aspirations.
"In simple terms, this facility
saves us a lot in interest costs. We
can now retire most of our existing
loans which bear higher interest
expenses. We estimate that from
this year onwards, we would be
able to cut the cost by about RM 3
million. This simply translates into
addifional RM 3 million or so to
our groups profits before tax.
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SECURITIES COMMISSION

The Malaysian securities Commission announces
modification of the Policy Framework for Stockbroking Industry Consolidation
Following its announcement of the
Policy Framework for the
Consolidation of the Stockbroking
Industry on 21 April 2000, the
Securities Commission (SC) has
received several appeals from
members of the industry, including
the Association of Stockbroking
Companies Malaysia (ASCM), the
Association of Banks in Malaysia
and the Association of Merchant
Banks in Malaysia. The SC has also
held numerous discussions with
owners of stockbrokers to hear
their concerns.
The SC takes cognisance of the
issues raised by these parties. Having
carefully considered their views, the
SC has decided that, in the interest of
alleviating some of the practical difficulties faced by the industry, the SC
will allow some flexibility to the earlier policy Iramework in order to
facilitate the process of stockbroking
consolidation.
Specifically, the following revisions are made. Firstly, the deadline of 31 December 2000, which
was the limitation date for stockbrokers to conclude firm merger
agreements will be removed.
However, the SC will closely monitor the progress of consolidation
within the industry and will make
the necessary policy review,
including the time element if the
process of industry consolidation is
not occurring at a satisfactory pace
and degree.
Secondly,
as
previously
announced, stockbrokers will be
allowed to find their own merger
partners but the acquisition prices
and valuation methods will be left to
the decision of the parties involved.
Thirdly, the limitations placed
on individuals having effective
control in both a financial institution and a stockbroker and on the
business of the immediate holding
6
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company of a stockbroker (except
to the extent as it may be affected
by the ruling relating to property
and construction businesses) are
now no longer applicable. However, a group which owns a stockbroking interest is not permitted to
undertake or hold any property or
construction business; details of
this policy will be advised to members of the ASCM shortly.
The SC also clarifies that the
segregation of broking business
from financial institutions will not
be required. Measures to deal with
issues of conflict of interest will be
addressed after consultation with
the industry.
The SC continues to pursue the
objective of industry consolidation
with the view to strengthen the
stockbroking industry to prepare
the industry to face the challenges
of liberalisation and globalisation.
The SC would also like to see a core
group of well-capitalised, full-service Universal Brokers, which can
provide efficient and cost-effective
capital market intermediation services.
In order to promote and incentivise consolidation, stockbrokers
which qualiiy as Universal Brokers
will continue to be given the benefits as previously set out in the
Policy Framework for the
Consolidation of the Stockbroking
Industry. These include tax credits
for accumulated losses carried forward, stamp duty and real property
gains tax exemptions. As an additional incentive, a Universal Broker
will immediately be allowed to
operate an additional branch at
any location subject to the SC's
approval. Any future branching
policy of the SC will confinue to
favour Universal Brokers. Universal
Brokers will also be allowed to
offer the full range of capital mar-
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ket products and services as and
when they become available.
Specific proposals announced
on 21 April 2000 in relation to the
lowering of transaction costs are
not affected. These are necessary to
create a more competitive capital
market which would ultimately
benefit investors.
As previously announced, the
liberalisation of commission rates
will continue to be implemented in
two stages: in Stage 1, which takes
effect from 1 September 2000, commission rates for all trades above
RM 100,000 wiU be fully negotiable.
Trades with contract values of
RM 100,000 and below will be subject to a fixed rate of 0.75%; and in
Stage 2, which takes effect from 1
July 2001, commission rates will be
fully negotiable for all trades, subject to a cap of 0.70%. However the
SC will review the situation before
implementing this second stage.
The SCANS (Securities Clearing
Automated Network Services)
clearing fee, the SCORE (System on
Computerised Order Routing and
Execution) fee and the SC levy,
which form part of transaction
costs, will also be reduced.
The SCANS clearing fee will be
reduced from 0.05% to 0.04% with
effect from 1 July 2001, subject to
a maximum of RM200 per contract, while the SCORE fee will be
reduced in two stages to 0.005%
and 0.0025% with effect from 1
September 2000 and 1 July 2001
respectively.
The SC levy will be reduced to
0.015% from the present 0.02%
with effect from 1 July 2001. The
SC hopes that with these facilitative revisions the industry will proceed with the task of consolidation
expediently.
SECURITIES COMMISSION,
MALAYSIA, 12 June 2000
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IIBI FORUM

Questions
Answers
I have a money m a r k e t account in
a bank in t h e USA. Is this a lawful
account f r o m t h e Islamic p o i n t o f
view? I would also appreciate
some i n f o r m a t i o n a b o u t w h a t
type o f investments t h e money
market is using?

Dr Moustafa Oraby, USA

In a traditional interest based system such as the one you are investing in, the money market becomes
a means by which financial institutions can adjust their balance sheet
and finance positions in these markets. Short-run cash positions,
which exist as a result of imperfect
synchronisation in the payment
period become essential raw material for the presence of money markets. A money market in this case
becomes a source of temporary
financing and an abode of excess
liquidity in which transactions are
mainly portfolio adjustments and
no planned or recently achieved
savings need be involved.
Within the Islamic financial
system money markets can be operative, provided they have assets
which are eligible for this market.
The existence of broad, deep and
resilient markets in which financial
intermediary assets or liabilities can
be negotiated is a necessary ingredient. The basic raw material for
the money market is the existence
of pools of excess hquidity.
Further in an Islamic financial
system, the liabilities that an economic unit emits are by necessity
closely geared to the characteristics
of its investments. The liabilities
that financial intermediaries emit
are expected to have nearly the
same distribution of possible values as the assets they acquire. Also
8
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they must be flexible enough to
handle cash shortage periods for
individual banks based on some
form of profit sharing. Thus given
that debt instruments cannot exist,
money market activities will have
characteristics different from the
traditional system.
Investments in the Islamic
money market system include
instruments that satisfy the liquidity, security and profitability needs
of the markets while at the same
time ensuring compliance with the
rules of the Sharia, i.e, the provision of uncertain and viable rates
of return on instruments with corresponding real asset backing. One
principal activity of money markets in this system are arrangements by which the surplus funds
of one financial institution can be
channelled into the profit-sharing
projects of another.
W h a t is Qard al Hasan?

Omar Suhail,

Ukraine

Interest free loan, Qard al Hasan, is a
non-interest bearing loan which
Allah in the Qur'an exhorts Muslims
to make available to those who need
them. Since these loans cannot carry
interest and they are not productive
of any profit, hence. Islamic banks
cannot afford to put a great deal of
their funds into these. Unfortunately,
one finds that interest free loans are
not widely available.
Basically, only certain categories of persons qualify for these
loans: small producers, entrepreneurs and farmers who would otherwise be unable to find sources of
working capital and needy consumers.
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In the recent past many conventional banking institutions have
opened Islamic banking divisions
within the same bank to extend
Islamic products to their customers to attract this line of
business which had proved profitable. In addition they also
established banking relationships
with other Islamic banks operating under the strict guide lines of
the Sharia. The balance sheets of
such banks reflect both conventional and Islamic banking products. Is it permissible for conventional banking institutions to
intermingle in Islamic products to
their advantage and whether the
return on investments received by
customers based on Islamic products through such conventional
banking institutions are halal and
permissible under Sharia.
Mohammed C. Ovaim,
Saudi Arabia
Before answering this question, a
short introduction may be in order.
A number of conventional banks
have begun to offer Islamic products. Some of these banks are
Muslim owned and managed, and
some are not. Contemporary scholars have cooperated with the
Muslim-owned banks for two reasons; firstly, because the services
and products they offer are halal,
and secondly because they hope
that if the Islamic operations of
these banks are successful, then
perhaps they will convert all of
their operations to Shari'ah -compliancy. The cooperation of scholars with non-Muslim owned and
managed financial institutions is
based on their understanding that
Muslims are presently in need of
the experience and infiuence that
these institutions possess. Thus,
even though there is little likelihood that such institutions will
ever convert all of their operations
to comply with Shari" ah principles,
the purpose they serve at the present time is to offer stability in
serving the financial needs of
Muslims individuals and organiza-

tions. Likewise, their presence in
the Islamic investment sector lends
the sector an important degree of
credibility. Finally, these institutions are ideal vehicles for the
training and education of a new
generation of Muslim financial
professionals.
Now, with regard to the question of
whether or not the profits earned
by the Islamic products offered by
these banks are halal, the short
answer is yes, the profits are usually halal. In other words, if the ways
in which these profits are earned
are known to be Shari'ah-compliant, then the profits will be halal.
But investors should be careful.
Conventional institutions have
been known to take advantage of
the religious sentiments of Muslims
by marketing products that are
Islamic in name only. The only
guarantee against this sort of abuse
is the presence of a reputable
Shari'ah Supervisory Board. Some
conventional banks have even
attempted to abuse the institution
of Shari'ah Supervisory Boards by
marginalizing their participation
and limiting their access to the
bank's dealings. As a general rule,
however, the presence of reputable
scholars on a Board will ensure
that the products it offers are
indeed Shari'ah compliant.
Hedge Fund Strategy

under Islamic law t o someone who
can make qualifying remarks.

Abid

Mansoor

Short selling is based on an educated guess that stocks will go
either up or down in value in the
near future. Such a guess may be
characterized as speculation, and
there is nothing wrong from a
Shari'ah perspective with speculation unless it involves ambiguity in
the essentials of the contract (in
which case it becomes gharar and
will lead to the invalidation of the
contract). Likewise, the strategy
for managing risk by taking offsetting positions is one that is consistent with Islamic principles. But the
problem in the strategy that you
outline in your question is in the
details of short selling.
Generally speaking, short selling involves the borrowing of stock
and then their sale in anticipation
of later repurchase at a lower price.
The strategy is completed thereafter when the borrowed stocks are
returned to their owner. Selling
long is essentially the reverse of
this process. The problem for
Islamic investors is that if they are
to profit from the sale of stock,
they must own the stock. Under
those circumstances, the advantages of short selling, the limited
capital exposure and the capital
gains leverage, are nullified. Even
so, the strategy of taking offsetting
positions is a valid one.

C o n t e m p o r a r y Muslim jurists
are divided on the matter of forward currency contracts. They
are generally agreed, however,
on the impermissability of currency options. The general practice a m o n g Islamic banks is that
they will agree in advance on
the sale a n d purchase of foreign
currency at a certain rate, with
the u n d e r s t a n d i n g that t h e
transacting will take place at a
later date. Islamic law treats
this arrangement as a promise,
and several of t h e classical
jurists held a promise to be
binding. The caveat here is that
if the promise is linked to anything that suggests a contract,
such as a down payment, the
deal will take on aspects of a
sale of debt for debt, which is
clearly prohibited by t h e
Shari'ah.
Mixing Mudaraba
Monies
I t is a w e l l - e s t a b l i s h e d f a c t i n
i n t e r n a t i o n a l economics t h a t
the greater t h e amount o f capital invested, t h e greater t h e
p r o f i t s t h a t m a y be e x p e c t e d .
W i l l i t be l a w f u l , t h e r e f o r e , t o
combine t h e capital from t w o or
more mudarabah operations in a
single i n v e s t m e n t v e h i c l e , especially when t h e mudarabah
o p e r a t i o n s are managed by a

I would like t o g e t some c l a r i f i c a t i o n on an investment strategy

single f i r m ?

Ali Meddeb, Cayman

Currency Options

(market neutral) t h a t I wish t o
employ in a new Islamic hedge

I wonder i f you have any i n f o r m a -

f u n d . The hedge f u n d will take a

t i o n a b o u t Islamic banking and

long position in one stock (buy-

derivative instruments. This

ing) and t a k i n g an offsetting

involves a f o r e i g n exchange deal

short position in another stock

w i t h a client. The issue t h a t arises

(selling) t o neutralise t h e inherent

is w h e t h e r t h e client w o u l d be

risk. The short selling is n o t f o r

b e t t e r suited t o using currency

the purpose o f speculating b u t

options rather t h a n simply f i x i n g

solely f o r hedging purposes and

the exchange rate f o r w a r d by

risk control purposes.

using a f o r w a r d c o n t r a c t . Is i t

I am looking f o r some comments

allowed under Islamic banking law

t h a t have been made by Islamic

t o use such an i n s t r u m e n t ? Are

scholars on t h e m a t t e r or i f you

currency options in dealings

can guide me as t o whether such

allowed under t h e Shariah?

a strategy would be permissible

Islands

The Board sees no legal impediment to combining the capital
from two or more mudarabah
operations in a single account
that is maintained in accordance
with the Shari'ah of Islam, so
long as the profits and losses are
distributed in proportion to the
percentage of each shareholder's
investment in the mudarabah.

Graham Newton , Dubai
NewHORlZON
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IIBI GUEST COLUMN

The Islamic Perspective:
Making Your Money Work

New Investment Patterns for International Investors
ABDULKADER THOMAS
Introduction: At the onset, the private
client universe for Islamic financial services should include the wealthiest family groups in the Middle East as well as
other Muslim countries and minorities.
What is less widely understood is that
these family groups are leapfrogging
the traditional Private Banking esalesi
oriented services and locally offered
Islamic products in order to invest in
tailor made portfolios structured by an
elite core of advisors, many of whom
are staff for these families.
Too Few Suitable Products

Historically, the Islamic investment market has been over-weighted towards
trade finance transactions, and too many
of these are in the commodities market,
often of a doubtful Islamic character.
Real estate has been a frequent target,
but often in a one off acquisition style.
Mutual Funds (most often described as
Asset Management) and other fee oriented products have become increasingly common with the advent of the
Dow Jones Islamic Indices. The advent
of Internet brokerage and other similar
conveniences have further freed a
number of these families from reliance
on external advisors and brokers.
For the truly wealthy Islamic client,
even Mutual Funds are an extremely
limited option. On the one hand, this is
largely due to a dearth of Shariah compliant product from reputable sources.
On the other hand, as a greater consensus about suitable Shariah screens has
developed, more of the major families
are structuring their own portfolios
applying their own research.
The Right Approach

Breaking through to this select target
market means breaking with tradition.
10
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The Private Banker must be willing to
be in a position to reassure a client that
he is competent to discuss the other
special needs that he m a y have.
Typically, these are Shariah compliance
and monitoring. Far too often we hear
the opinion that Islamic needs and
requirements are identical to those of
conventional riba oriented customers,
and that dressing up is all that is necessary to span the gap. This is not true
and has to now mifigated against the
success of Islamic Windows at a number of western Private Banks.

Historically, the Islamic
investment market has been
over-weighted towards trade
finance transactions, and too
many of these are in the
commodities market, often of
a doubtful Islamic character.
Real estate has been a frequent target, but often in a
one off acquisition style.
Mutual Funds (most often
described as Asset
Management) and other fee
oriented products have
become increasingly common
with the advent of the Dow
Jones Islamic Indices. The
advent of Internet brokerage
and other similar conveniences have further freed a
number of these families
from reliance on external
advisors and brokers.
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How, for instance, will a banker
advise a client about the acceptability
of an investment in the equity of a
company if he is unaware of the
Shariah oriented screens which exist
that can point up positive and negative
aspects of a company from this perspective. Beyond this, does the banker
have familiarity with zakat and inheritance rules that may have a significant
impact on the selection of an investment mode. And, when tax management comes to the fore for international investment, is the structuring of
awqaf something that the private
banker is in a position to assist with n
does he have the regional contacts and
data to match up to the clients socioreligious preferences?
The way forward for private bankers
serving the Islamic market requires an
clear evidence that they know how to
manage these issues in advance of
pitching the products and the solutions.
Generation Change

More than perhaps any other group, the
Muslim client is interested in 'generational wealth'. Although attracted by
opportunity transactions, the real business is protecting today's wealth,
divesting for charitable reasons and
passing on the wealth created to the
next generation. The concepts of stewardship and custody within Islam are
particularly strong. The client will often
look for a real partnership approach to
new projects. Musharika, long the least
attempted and practiced area of Islamic
financial activity is increasingly
demanded as an entry point to wealth
management relationships.
As a result, we have been replacing
our commodities trading with mudaraba investments in trade between west-

em vendors and buyers. Just last week,
we closed a $52 million funding of
equipment acquired for ATT. These true
trade transactions yield more than the
commodities transactions and have
lower risk, but similar tenors.
The arrival of the Dow Jones Islamic
Index is seen as a cure all for banking
houses, who wish to broaden their success in placing Equity Funds with
wealthy Muslims. The requirement,
however, that they must still contract a
Shariah Board of their own to supervise
their own behaviour does not appear to
be widely understood. In some cases,
for instance REITs, recognized Shariah
scholars have worked with organizations like ours to solve the problem of
how to analyze the universe of stocks
so has to have a sufficient pool to
invest in. Yet, the larger groups like
Dow Jones have not found the analytical solution and cannot establish a
REIT sub-index.
Above and beyond the question of
pro-active Shariah analysis, the success
in the equity field requires credible distribution. So far only domestic Saudi
Arabian and Kuwaiti distribution banks
have married this to the Shariah management factor, but their success has
been considerable.
Perhaps the most productive connection between the traditional Private
Banker with his Asset Management hat
on, and Islamic clients has been again
the American inspired approach of the
direct selling of IPO opportunities, particularly in high technology, throughout the Middle East. A voracious
appetite may be discerned for subscripfions, often, as one may expect, targeted at technology start-ups. These IPO
and pre IPO situations often have no
traditional interest based leverage at
this stage and this is attractive and
potentially extremely rewarding for an
Islamic investor.

Management business. Moreover, given
the medium to long term nature of real
estate, the typical salesman cannot see
himself around to place the proceeds
from a successful investment. A potential client is likely to travel extensively
throughout the USA and Europe. They
are likely to be interested in residential
as well as commercial property and
take a long-term view of value, particularly if the investment is income generating.

Perhaps the most productive connection between
the traditional Private
Banker with his Asset
Management hat on, and
Islamic clients has been
again the American
inspired approach of the
direct selling of IPO
opportunities, particularly in high technology,
throughout the Middle
East. A voracious
appetite may be discerned for subscriptions,
often, as one may expect,
targeted at technology
start-ups. These IPO and
pre IPO situations often
have no traditional interest based leverage at this
stage and this is attractive and potentially
extremely rewarding for
an Islamic investor.

The Road Ahead

One of the limitations to the successful
development of Private Banking in an
Islamic context has been the lack of a
true focus on Real Estate expertise. Real
Estate investments potentially absorb
large percentages of a client's wealth
and the Private Banking salesman generally see this as money that will not be
available for the more rewarding Asset

The wealthy Islamic family oriented
fortunes are as likely to already own
substantial stakes in regional Islamic
Banks and European business concerns
as they are likely to be interested in
investing in Mutual Funds. A specialist
Shariah compliant Mutual Fund,
advised by reputable Scholars and
NewHORlZON

focusing on a specialist or niche area
will have every prospect of sales success and customer satisfaction. It is
very likely, however, that a top tier of
clients will approach directly and ask
that a similar investment be arranged
solely for them and a few other family
members. The most sophisticated will
offer to seed such a project and desire
to remarket it in their own name
amongst their peers. In these cases the
client looks to leverage into the product
his own name or standing in the community because it is often better than
that of the Private Banking house.
The Muslim client demands added
value in a w a y that the wealthy
American business families did at the
turn of the last century. Their tolerance
of fees is less than their American or
European counterparts. They are therefore by-passing the Private Banker,
developing their own family offices
and dealing directly with the
Investment Banking counterpart, the
Real Estate developer, the Lease manager, or the corporate financier.
The forward looking Islamic financial services provider to this client base
would therefore profit more from
developing an efficient 'third party'
family office style service rather than a
sales oriented function.
We can look to three key asset
classes to include in a broad Islamic
portfolio. Leasing of productive physical assets, Shariah compliant equities
including pre-IPOs and IPOs, and commercial and residential real estate
(investment and development), as well
as the cross section between Real Estate
and Equities - REIT's. A primary asset
management capability in these three
areas is a pre requisite. In addition a
corporate acquisitions capability or at
least a direct equity investment capability may soon be obligatory.
Conclusion

When choosing a partner for the next
Millennium, the Muslim client has a
right and a requirement to ask for
access to the above services. In this
field there are few track records that
stand up to serious scrutiny and the
field is open for those who wish to
make a sincere and honest attempt to
address the customer needs in an ethical and equitable fashion.
July 2000
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Q£tA Points
W h a t do t h e Gulf Markets need t o do
In order t o be more a t t r a c t i v e f o r t h e
international investor?

GCC markets will in the long term benefit from a relaxation of restrictions on
foreign ownership of listed companies,
establishing a common currency, and
facilitating the consolidation of various
commercial groups. The first two will
allow GCC markets to become a more
hospitable home for global investors.
The latter should allow the development of regional players capable of
withstanding foreign competition, or to
take the lead, as with Singapore, in target markets.
A well structured capital gains
regime is the best means to protect
open equity markets from disruptive
short term trading.
Gulf Markets versus other
emerging markets:
a comparative analysis
How do returns on securities f r o m t h e
region compare w i t h those f r o m o t h e r
emerging markets?

This is not directly my focus. We
looked at an Islamic equity fund with a
GCC focus but pulled back because the
market was too thin. Over time, I think
that the problem is that regional issues
have been prone, like the US REIT market, to long slumps, punctuated by
sharp, often speculative upturns. This is
very similar to most other emerging
markets, but not to the more mature
markets like Singapore and some Lafin
American exchanges. The deeper markets tend to reflect broader economic
trends and the performance of local
industry in a transparent manner.

in t h e region?

region?

The core lessons for investors in these
crises include:
If there is economic merit in an investJuly 2000

have achieved visible improvements in
living standards without declining populations. Asia more than Lafin America
has made huge strides in assuring personal safety. Russia is no where near
comparable to these markets in its
capacity to support sophisticated
investors.
If you want to invest in a volatile
market with high risks, be certain
before sending out the wire!
Most financial crises are cyclical,
the patient investor will outperform the
impatient investor.
local debt marekts f o r f u t u r e f u n d i n g

W h a t impact did they have in t h e

NewHORlZON

The Muslim client demands
added value in a way that
the wealthy American business families did at the turn
of the last century. Their tolerance of fees is less than
their American or European
counterparts. They are therefore by-passing the Private
Banker, developing their own
family offices and dealing
directly with the Investment
Banking counterpart, the
Real Estate developer, the
Lease manager, or the corporate financier.

How i m p o r t a n t is t h e development o f

Lessons to be learned from
the Asian, Russian and Latin
American financial crisis

12

ment or long term quality fundamentals, then a crisis is buying time.
Likewise, ride a crisis out if you have
faith in a market - it will pay you back.
Even though analysts rush to favor
certain market, the Russian market is
not near comparable to the Latin
American and Asian markets. The latter
have made a steady march over a long
term towards well regulated markets
with improving transparency. Both

Local debt markets. Islamic or conventional are critical. Over the past several
years we have been in dialogue with
groups as diverse as the Central Bank
of Kuwait and the Islamic Banks
Portfolio of the IDB looking at the
issues outstanding with respect to the
securitization of lease assets to synthe-

Rabi'al Thani 1421

size bonds and other means to broaden
the corporate and public finance tools
in a manner that creates more investment opportunities. In the 1980s Latin
American Crisis as well as the recent
Asian Crisis, the over dependence upon
banks for debt narrowed decision making to only a few players, limiting
problem solving capacity and exacerbating liquidity. By contrast, the US
recession of 1992 saw banking liquidity squeezed to zero, but replaced in a
meaningful way by Wall Street with
new securities issuances.
How have you responded t o t h e d i f f i -

culties t h r o u g h your asset allocation.
Do y o u t a k e a t o p d o w n approach?

Our primary focus at IIBU has been to
shift the Islamic sector out of the short
term commodity investments into a
broader array of investments along the
yield curve that match their goals and
needs. To a major degree, this has
meant working in the US and UK. A
major emphasis has been on leasing to
investment grade companies, structured
trade, again between investment grade
companies, and property (including a
fund of listed properties). This top
down approach has been informed by
the dearth of Islamic instruments as
well as the traditional investment interests of our clients.
What regulatory reforms would you
like to see introduced to encourage
wider investor participation in the local
markets.
As noted above, the two major
reforms that I recommend are opening
the listed securities markets and introducing a common regional currency.
W h a t are t h e new instruments and
strategies t o deal with market volatility?

The Islamic sector has long lacked a
balanced fund or its equivalent.
Recently, an attempt has been made at
this with the establishment of a fund
that invests 60% in listed equities and
40% in the commodities trade transactions. Investors, however, need to
remember that volatility is a short term
phenomena in the market, and that the
long term growth curve is smooth.
Moreover, the short term volatility
establishes the opportunities to profit.
Thus, we are less concerned with
volatility as a risk than as a tool.

RATINGS

ISLAMIC BANKS/FINANCIAL INSTITUTIONS
CURRENT RATING
July 2000

FOREIGN CURRENCY
LONG
SHORT
TERM
TERM

DOMESTIC
STRENGTH

SUPPORT

OUTLOOK

SINCE

• Albaraka Islamic Bank
• Bahrain Islamic Bank
• Faysal Islamic Bank o f Bahrain
JORDAN

BB+
BB+
BB+

A3
A3
A3

NA
BBBBB+

2
3
2

Stable
Stable
Stable

Sep-1999
Dec-1999
Dec-1999

• Jordan Islamic Bank for Finance
KUWAIT
• Kuwait Finance House
• Investment Dar Kuwait
QATAR
• Qatar International
• Qatar Islamic Bank
SAUDI ARABIA
• Al-Rajhl Banking Et
UAE
• Dubai Islamic Bank
MALAYSIA
• Bank Islam Malaysia
PAKISTAN
• Allied Bank of Pakistan
• Askari Commercial Bank
• Faysal Bank
• Muslim Commercial Bank
• National Bank o f Pakistan
• Union Bank
• United Bank

BB-

B

BB

2

Stable

Sep-1999

BBB
NA

A3
NA

BBB+
BB-

2
3

Stable
Stable

Sep-1999
Oct-1999

BB+
BB+

B
A3

BB+
BB+

3
3

Stable
Stable

Sep-1999
Oct-1999

BBB+

A3

A-

3

Stable

Dec-1999

BB+

A3

BBB-

2

Stable

Jul-1999

BB+

A3

BB+

2

Stable

Feb-2000

C
C
C
C
C
C
C-

C
C
C
C
C
C
C

C+
BB
B+
B+
B+
B
B+

4
3
2
4
2
4
2

Stable
Stable

May-2000
Apr-2000
Apr-2000
Apr-2000
May-2000
Apr-2000
Apr-2000

Banks
BAHRAIN

KEY

S [STABLE]

P [POSITIVE]

N [NEGATIVE]

Stable
Stable
Stable
Stable
Stable

ALL RATINGS ARE REVIEWED ON A REGULAR BASIS

! ISLAMIC BANKS/FINANCIAL INSTITUTIONS
PREVIOUS RATING

CURRENT RATING
LONG
TERM
BAHRAIN
• Al Amin Company for
• Al Tawfeek Company
PAKISTAN
• Habib Bank

KEY

S [STABLE]

OUT
LOOK

BBB
BBB
C

P [POSITIVE]

SHORT
TERM

SINCE

LONG
TERM

SHORT
TERM

OUT
OUTL

SINCE

B

Jun-1998

Jan-1999
Jun-1999
B

S

Mar-1999

C

N [NEGATIVE]

ALL RATINGS ARE REVIEWED ON A REGULAR BASIS

SUSP [Suspended]

NR [Not previously rated] q (Qualified]

RATINGS IN LOWER CASE REFER TO RATING ASSESSMENTS
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Dar Al-Maal Al-Islami Trust
1999 Financial & Business Analysis

Financial Trends

"Improved financial results from core operations, good expense
control but little growth "

Trust Capital
250
•

Ownership and Legal Status
Dar Al-Maal Al-Islami (DMI) Trust is an Islamic financial institution founded in
1981. It was formed by Indenture under the laws of the Commonwealth of the
Bahamas. It has an extensive network stretching over four continents, with its
administrator, Dar Al-Maal Al-Islami S.A. located in Geneva.

iS
i

22r-"

n

1993 1994 1995 1996 1997 1998 1999

Funds Under Management

3

2.70 2.83 2.94 _

3S.3 .3.^1

3.78

2
1
0
1993 1994 1995 1996 1997 1998 1999

Total Revenues

C

140
120

1

80

W
=>

rtr-

-96--30--40a
66"

5 loo

,-. 93

40
20
0
1993 1994 1995 1996 1997 1998 1999

Operating Expenses

.9
=

^

59

-68—67 69 78 -67-

-n

60
20f
0

1993 1994 1995 1996 1997 1998 1999

Business Highlights
The Group's operating subsidiaries undertook a number of diverse initiatives
during the year.
° Faisal Islamic Bank of Bahrain launched the Faysal Shield Fund, a capital
protected product.
° The Islamic Investment Company of the Gulf, following its merger with Arab
Islamic Bank, Bahrain, strengthened its capital base, with a positive effect on
1999 financial results.
° IICG Sharjah and Bahamas focussed on structured finance and investment
management, including the initiation, closing and syndication of transactions.
° Al-Faysal Investment Bank Limited, Pakistan performed well in spite of a
difficult local economic and political environment, following a prudent
investment strategy and the introduction of good investment banking products
and services.
° Faisal Finance (Jersey) Limited launched two real estate investment funds
with a total capitalisation of US$107 million. FFJ's funds also acquired a
portfolio of 53 properties from MGI, a New York listed REIT, and sold
properties with a combined value in excess of US$40 million, providing investors
with a significant capital gain.
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The DMI Group operated in an improved external environment, which led to a
significant improvement in investment income, with a positive impact on overall
income performance. The Group made an operating profit of US$ 26.5 million in
1999,21% less that the 1998 figure of US$ 33.8 million. Operating income for the
year was US$93.0 million. The equivalent figure for 1998, stripping out US$21.7
million one-time gains from the sale and purchase of assets was US$89.9 million.
Thus income from core operations increased by US$3.1 million or 3.45%.

Group capital, excluding fiduciary risk appropriation, decreased by 2.2% to US$
226 million (1998: US$231 million). The balance sheet remains strong, with total
assets of US$1,233 billion (1998: US$ 1.021 billion) of which 50% and 59%
respectively are invested in cash and short-term instruments. A dividend
equivalent to US$3.25 per equity participation unit is proposed for the year,
amounting to a total payment of US$9.7 million

226

230
220
210

The Year in Brief

Operating income comprised US$ 31.8 million from fund management and
services (1998: US$ 30.9 million); US$ 113.4 million from investment income
(1998: US$ 76.44 million); US$ 22.9 million from fees and commissions (1998:
US$ 31.8 million). Distributions to Massaref account holders were US$77.5
million, 53% higher than the 1998 figure of US$50.5 million. Operating expenses
were sharply lower at US$66.5 million, US$11.26 (14.5%) less than the 1998
figure of US$77.8 million. For 1999, this comprised 71% of net operating income
(1998: 86.5% [excluding one time gains]). Transfer to investment provision, while
high at US$16.4 million was 30.8% lower than the 1998 figure of US$23.7
million, reflecting continuing prudent valuation of investment and financing
portfolios.

240 239

240

Operating Profit
60.0
c

o
i=

1

5o:5

50.0
40.0
30.0
20.0

CO
3
10.0
0.0

26.5
11.4

1993 1994 1995 1996 1997 1998 1999

Return on Capital

4 . 6 % " * 5.8% 5.4%

icicc

The Islamic Corporation for the Insurance
of Investment and Export Credit

Financial Trends

1998/1999 Financial & Business Analysis

"Strong marketing programs increase business levels, but higher
expenses reduce net profit "
Ownership and Legal Status
The Islamic Corporation for the Insurance of Investment and Export Credit
(ICIEC) commenced operations in July 1995. It is a subsidiary corporation of the
Islamic Development Bank, and is based in Jeddah, Saudi Arabia. The objective
of ICIEC is to enlarge the scope of trade transactions and the flow of investments
among Member States of the Organization of the Islamic Conference. The IDB
and 23 member countries have subscribed and paid up USS92.76 million.
The Year in Brief
During the year ending April 1999, the ICIEC doubled its written premium
income from US$0.4 million to US$0.8 million, while utilisation increased from
US$8.4 million to US$21 million. No claims were reported or paid during the
year. Net profit was US$4.6 million in the Shareholders' fund (which general
reserve reached US$17.4 million) and a loss of US$1.7 million in the
Policyholders' fund (where accumulated losses increased to US$3.1 million
[1997/8 US$1.4 million]). Total Assets increased by 5% to US$113.2 million
(1997/8: US$107.2 million). Expenses were sharply higher, up 55% to US$1,719
million (1997/8: US$1,081 million).
Business Highlights
The corporation provided the following Shari'a compatible facilities to exporters
and investors from member countries:
° Export credit insurance to cover the non-payment of export
receivables resulting from commercial (buyer) or non-commercial
(country) risks
° Investment insurance against country risk, mainly the risks of
exchange transfer restrictions, expropriation, war and civil disturbance
and breach of contract by the host government.
- The Global Cover Limit of policies issued reached US$468 million, 66% or
US$186 million higher than 97/98. 84 buyer credit limits and export contracts
were approved, amounting to US$86 million, double the previous year's figure
of US$43 million, representing firm cover commitments in the context of current
policies. Three insurance policies are offered: (a) Comprehensive Short Term
Policy (b) Supplemental Medium Term Policy and (c) Bank Master Policy, all
providing insurance cover for up to 90% of losses due to the non-payment of
export credits resulting from commercial risks such as buyers insolvency or noncommercial risks such as foreign exchange or import restrictions. A country risk
policy was introduced in May 1998.
- The ICIEC continued to focus on marketing activities during the year. Six
promotional seminars in Algeria, Syria, Kuwait and Saudi Arabia were
organised, and conference presentations made in the UAE, Lebanon, Kuwait and
Jordan. 496 meetings were conducted with exporters and financial institutions.
As a result, 344 enquiries were received, generating 31 export credit insurance
proposals and ten policy renewals. Total new policies issued increased by 125%
from 1997/8.
- Intensive efforts were made to obtain reinsurance for operations. To this end:
(a) A reinsurance strategy was developed based on a study conducted
by a top intemational expert
(b) The ICIEC continued discussions with intemational brokers and
reinsurers and requested offers from three brokers to arrange a
reinsurance treaty and
(c) Some re-insurance was arranged with the Malaysian export credit
agency.
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FUND NME
GLOBAL EQUITY
Al Baraka Global Equity
GAM Alkawthar
Al Rajhi Global Equity
Al-Mal Global Equity
Al-Safwa International Equity
Arab Investor Crescent Fund
Magnet Islamic Market Fund
Al-Khair Global Equity Fund
Barclays Global Equity
Citi Global Portfolios
Caravan Fund
Islamic Horizon Fund
Faisal Global Equity
Global Equity 2000 Sub-Fund
HSBC Amanah Global Equity
Global Equity Fund

LOCATION

FUND MANAGER(S)

IIBI LIST OF ALL ISLAMIC EQUITY FUNDS
FUND PROMOTER(S)
BAHRAIN

QATAR/FRANCE

BAHRAIN

UK/UAE

USA

SAUDI ARABIA

SAUDI ARABIA

KUWAIT

SAUDI ARABIA

BAHRAIN

SAUDI ARABIA

Mercury Asset Management
Global Asset Management (GAM)
UBS Asset Management
N/A
Roll Et Ross Asset Management
Schroder Investment Mgmt Int'l
First Montauk Securities Corp.
N/A
Wellington Management Co. LLP
Citi Islamic Investment Bank
Wellington Management Co. LLP
N/A
BAHRAIN

5WITZERL<\ND
KUWAIT
UK
BAHRAIN

BAHRAIN

SAUDI ARABIA
UK
KUWAIT
BAHRAIN

KUWAIT

SAUDI ARABIA
USA
USA
USA
USA

SAUDI ARABIA

Worms a Cie/SEDCO
Global Asset Management (GAM)
N/A
Robert Flemings Et Co.
SAMBA Capital Management
Global Alliance/Securities House
Wright Investors' Service

UK
UK
SWITZERLAND
N/A
USA
UK
USA
N/A
USA
BAHRAIN

LOCATION

INCEPTION DATE

Jan-95
Not yet announced
Dec-97

Mar-00
May-00
Not yet announced
N/A
N/A
Jan-95

Dec-97
Aug-97
Jul-96
Not yet announced
May-96
Apr-99
May-00
Sep-99
Feb-00
Oct-97
Dec-99
N/A
N/A

USA
N/A
N/A
UK
UK
N/A

CANADA
N/A
SAUDI ARABIA/USA

USA
UK
USA
UK
N/A
LUXEMBOURG
UK
USA/KUWAIT
USA
SWIZERLAND

Sep-96

Not yet announced
Nov-96
Mar-96
Dec-99
Mar-98
Mar-00
Feb-98
Aug-98
Jul-99

Not yet announced
1998
1998
Jan-93
Jun-99
May-99
Feb-94
Jun-86
Feb-98

KUWAIT
USA
USA

USA
KUWAIT/SWTZ.
KUWAIT/SWTZ.
USA
USA
USA
USA
USA
USA
The International Investor/Pictet a Cie
The International Investor/Pictet a Cie
Wellington Management Co. LLP
Worms a Cie/SEDCO
Worms a Cie/SEDCO
Saturna Capital
Saturna Capital
Zad Asset Management

Oct-99
N/A
Nov-94

Pictet a Cie
The International Investor
Brown Brothers Harriman ft Co.
Wellington Management Co. LLP

USA

USA/KUWAIT

GERMANY

N/A
GERMANY
SAUDI ARABIA

Allied Asset Advisors Funds
Allied Asset Advisors Funds
Gulf Bank, The
Gulf Bank, The
National Commercial Bank (NCB)
Permal Asset Management
Permal Asset Management
Saturna Capital
Saturna Capital
Zad Asset Management

SAUDI ARABIA

KUWAIT

National Commercial Bank (NCB)

Bank Al-Jazira
Commerz Int'l Capital Management

N/A
Commerz Int'l Capital Management
National Commercial Bank (NCB)

USA

KUWAIT/SWITZ.

N/A
Alliance Capital Management LP
HSBC
N/A
Royal Bank of Canada
N/A
Wellington/AI-Ahli Global Trading Eq.
Wellington Management Co. LLP
Parosoli Capital Et Finance Ltd.

Al Baraka Investment Bank
Al Baraka Investment Bank
Al Rajhi Banking £t Investment
Al-Mal Islamic Company
Al-Tawfeek Co. for Investment Funds
Arab National Bank
Ashe-Magnet Capital LLC
Bank Al-Jazira
Barclays Private Bank
Citi Islamic Investment Bank
Commerical Bank of Qatar/BNP
Faisal Finance
Faysal Islamic Bank
First Investment Company
HSBC Amanah Finance
CANADA
BAHRAIN
KUWAIT

SAUDI ARABIA
UK
USA

USA/KUWAIt

Investors' Bank
Miraj International Investment Ltd.
National Bank of Bahrain
National Bank of Kuwait
National Commercial Bank (NCB)
Parosoli Capital it Finance Ltd.
Permal Asset Management
Qatar Islamic Bank
Riyad Bank
Robert Flemings Et Co.
SAMBA Capital Management
Securities House
TAIB Bank of Bahrain
The International Investor/Pictet f t Cie
Wafra Investment Advisory Group

USA

QATAR

QIB Global Equities
Riyad Equity Fund 2
Fleming Oasis Int'l Equity
SAMBA Global Equity
Arzaq Investment Fund
TAIB Crescent Global Fund
Al-Dar World Equities
Al-Bukhari Global Equity

Wafra Investment Advisory Group
Wellington Management Co. LLP

Miraj Global Equity
Al Watani Fund
Al-Kawthar Fund
Al-Ahli Global Trading Equity
Parsoli Global Equity
Alfanar Investment Holdings

Dow Jones Islamic Index Fund
Hegira Global Equity
US EQUITY
Dow Jones Islamic Index Fund
Al Deema USD Growth
Al Deema USD High Growth
'

Amana Income
Zad Growth Fund

US Trading Equity
US Capital Growth
US Capital Value
Growth

38
39
40
41

EUROPEAN EQUITY
Al-Thoraiya European Equity
Al-Sukoor European Equity
Al-Ahli Europe Trading Equity

Al-Ahli
Alfanar
Alfanar
Amana

42
43
44

59
60
61
62
63
64
65
66
67
68

55
56
57
58

52
53
54

47
48
49
50
51

45
46

Ibn Majid Emerging Markets
Al-Dar Eastern Europe Equities

EMERGING MARKETS Et COUNTRY FUNDS
Al Rajhi Egypt Equity
Al Rajhi Local Share Fund
Al Rajhi Middle East Equity
Khaled Ibn el-Waleed Fund
Al Arabi Saudi Co. Shares
Al-Taiyibat Fund (local share)
Faisal Fund for Egyptian Equity
Pure Specialist Fund
Al-Ahli Saudi Trading Equity
Parsoli Islamic Equity

Faysal Shield Fund
Al Kawthar Global Equity Secured
Al-Ahli Global Equity Secured
Alkhawarizmi Fund

BALANCED, SECURED a OTHER FUNDS
Al Rajhi Balanced Fund 1
Al Rajhi Balanced Fund II
Islamic Multi-Investment Fund

SMALL COMPANY ft TECHNOLOGY
Al Rajhi Small Companies
Hi Tech Fund
Al-Ahli Small-Cap Trading Equity
Alfanar Essex Technology
Til Small Cap Equity

Alfanar Europe
Al-Dar Europe Equities

Al Rajhi Banking ft Investment
Investors' Bank
National Commercial Bank (NCB)
Permal Asset Management
The International Investor

Permal Asset Management
The International Investor/Pictet & Cie

USA
KUWAIT/SWITZ.

SAUDI ARABIA
BAHRAIN

SAUDI ARABIA
USA
KUWAIT

SAUDI ARABIA

Pictet a Cie

Worms a Cie/SEDCO

Franklin Mgmt a Lord Abbott
N/A
Wellington Management Co. LLP
Worms a Cie/SEDCO
Pictet a Cie

Al Rajhi Banking a Investment
Al Rajhi Banking a Investment
American Express Bank Ltd.
Banque National de Paris
National Commercial Bank (NCB)
National Commercial Bank (NCB)
AXA Rosenberg

SAUDI ARABIA

KUWAIT

BAHRAIN

SWITZERLAND

SAUDI ARABIA

KUWAIT

EFG Hermes
SAUDI ARABIA
KUWAIT
SAUDI ARABIA
BAHRAIN/SWITZ.

SAUDI ARABIA
SOUTH AFRICA
INDIA
KUWAIT/SWITZ.

MALAYSIA
SAUDI ARABIA
MALAYSIA
MALAYSIA
SAUDI ARABIA
MALAYSIA
MALAYSIA
MALAYSIA
INDONESIA

Mara Unit Trust
DBS Asset Management
DBS Asset Management
Pacific Mutual Fund Trust
PTB Amanah Saham Darul Iman
RHB Unit Trust Management
Asia Unit Trust Berhad

BBMB Unit Trust Management
BHLB Pacific Trust
Danareksa Investment Management
Hijrah Unit Trust Management Bhd
Kuala Lumpur Mutual Funds

Abrar Unit Trust Managers
Nomura Investment Bank
Amanah Saham Kedah
Arab-Malaysian Unit Trusts Bhd
N/A
BIMB Unit Trust Mgmt Bhd.

Pictet a Cie

Parosoli Capital a Finance Ltd.
UBSBrinson

Al Rajhi Banking a Investment
Al Rajhi / Bakheet Fin. Consulting
PrimeCorp. Investment Management
Arab National Bank
Bank Al-Jazira
EFG Hermes
Futuregrowth Unit Trust Management
NCB / Bakheet Fin. Consulting

SAUDI ARABIA

SAUDI ARABIA

SAUDI ARABIA

Al Rajhi Banking a Investment
Al Rajhi Banking a Investment
Al Rajhi Banking a Investment
Al-Mal Islamic Company
Arab National Bank
Bank Al-Jazira
Faisal Finance/Faysal Islamic Bank
Futuregrowth Unit Trust Management
NCB / Bakheet Fin. Consulting

KUWAIT

Abrar Unit Trust Managers
Al-Tawfeek Co. for Investment Funds
Amanah Saham Kedah
Arab-Malaysian Unit Trusts Bhd

The International Investor/Pictet a Cie

Parosoli Capital a Finance Ltd.
The International Investor

Al Rajhi Banking ft Investment
Al Rajhi Banking ft Investment
Faisal Finance
Faysal Islamic Bank of Bahrain
National Bank of Kuwait
National Commercial Bank (NCB)
The International Investor

69
70
ASIAN FUNDS
Abrar Investment Fund
Al-Nukhba Asian Equity
Amanah Saham Kedah
Tabung Ittikal Arab-Malaysian

Bank Al-Jazira
Bank Islam Malaysia Bhd
BBMB Unit Trust Management
BHLB Pacific Trust

71
72
73
74
Al-Mashariq Japanese Equity
Amanah Saham Bank Islam
BBMB Dana Putra
BHLB Dana Al-lhsan

MALAYSIA
MALAYSIA

MALAYSIA

Istitsmara Fund
Amanah Saham Wanita

MALAYSIA
SINGAPORE
MALAYSIA

SINGAPORE

MALAYSIA

MALAYSIA

Tabung Amanah Bakti

75
76
77
78
79
80
81
82

Kuala Lumpur Ittikal Fund
Dana Al-Aiman
Mendaki Global Fund
Mendaki Growth Fund
Pacific Dana Amana
Amanah Saham Darul Iman
RHB Mudarabah Fund
Tabung Amanah Bakti

Danareksa Investment Management
Hijrah Managers Bhd
Kuala Lumpur Mutual Funds
Mara Unit Trust
Mendaki Holdings Pte. Ltd.
Mendaki Holdings Pte. Ltd.
Pacific Mutual Fund Trust
PTB Amanah Saham Darul Iman
RHB Unit Trust Management
83
84
85
86
87
88

USA
SWITZERLAND

Jun-99
Not yet announced
Sep-98
Jun-99
Dec-96

Jan-99
Feb-98

May-91
Apr-98
Oct-94
May-96
May-71

May-68
Sep-97

May-98
N/A
May-98
May-97

Jun-96

Apr-00
Jun-94

Jul-98
Feb-95
Jan-93

N/A

Feb-98

Dec-99
May-98
Jun-92
Jun-98
N/A
Nov-95

Jun-97
Jul-92
May-98
Not yet announced
May-93

Nov-99
Sep-99
N/A
Jul-97

Nov-98
Dec-98
Oct-97

USA
N/A
USA
USA
SWITZERLAND

UK

SAUDI ARABIA
SAUDI ARABIA
USA
FRANCE
SAUDI ARABIA
SAUDI ARABIA

EGYPT
SAUDI ARABIA
SAUDI ARABIA
USA
SAUDI ARABIA
SAUDI ARABIA

EGYPT
SOUTH AFRICA
SAUDI ARABIA
INDIA
SWITZERLAND
SWITZERLAND

MALAYSIA
JAPAN
MALAYSIA
MALAYSIA
N/A
MALAYSIA
MALAYSIA
MALAYSIA
INDONESIA
MALAYSIA
MALAYSIA
MALAYSIA
SINGAPORE
SINGAPORE
MALAYSIA
MALAYSIA
MALAYSIA
MALAYSIA

WHO IS WHO?

Introducing
Islamic Bankers

Qatar Islamic Bank, Qatar

KHALID BIN AHMAD AL
SOWAIDI

Chairman £t Managing Director
0/QATAR ISLAMIC BANK, S.A.Q.
A national of Qatar State,
born 1956, married, bearer of a
Diploma in Military Sciences.

Former Officer in the Ministry of Interior (1973 - 85)
where he occupied several administrative and technical
positions in addition to membership of various specified
committees.
Mr. KHALID BIN A H ] \ AL SOWAIDI started his
career in ISLAMIC BANKING with QATAR ISLAMIC Bank
as Board Member (1987 to date), then was selected as
Managing Director (1990-1996), and finally Chairman ft
M.D. (1996 to date). In addition to the direct tasks of his
position, he is responsible for the daily decision-making
process of the major issues relative to the bank's operations. Member of bank's Audit Committee (1993 to date).
Executive Committee (1990todate), Zakat Committee
(1990-96) and Real Estate Committee (1997todate). VicePresident of the Executive Committee (1993-96).
MR.ALSOWAIDI assumes also the presidency of bank's
Audit Committee (1996 to date) and was chairman of the
bank's two main filials: Al Jazeera Investment Co. (1994 1996) and the International Beverages Co. (1 993 -95).
Apart from his QIB responsibilities, Mr. AL SOWAIDI
was and is still Member, or B.O.D. Member of other Official
Boards and Bodies namely: The State Advisory Council
(Majlis Al Shoura) (1990-95), The Cement Co. (1990 - 93),
The Water Et Electricity Co. (1995 to date),The Qatari
Chamber of Commerce Et Industry (1990-98).
Private Activities:

As a renowned businessman, Mr. Al Sowaidi is owner or
shareholder of a group of large A-rated companies in the
fields of Contracting, Industry and General Engineering
Constructions at the national level mainly:
* K.B.S.A. (Khalid B.A. Al Sowaidi) ft Sons Co.
* K.B.A. Al Sowaidi Co. for Contracting Et Trading.
* Qatar Carpets Co.
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DR. YOUSSUF ABDULLAH AL
QARADAWI

Qatari national.

President, 'Sirah Et Sunna Research
Institute', University of Qatar.
Head of Shari'a Control Boards in
Qatar Islamic Bank (QIB), Qatar
International Islamic Bank (QIIB) ,
Al Taqwa Bank (Bahamas Islands),
The Unified Shari'a Board of Al Baraka Group, First Islamic
Bank, Bahrain, and Abu Dhabi Islamic Bank, U.A.E.
Born in Egypt in 1926. Memorized The Noble Qur'an
before the age of ten, completed his education in Al-Azhar
University. Obtained the 'Higher Certificate' from the Faculty
of USUL-U-DIN, in 1953. Was licensed as (Professor) in 1954
and got the Doctorate (with Honor) in 1973.
Worked after promofion in Religious Affairs Control
Department, Ministry of Endowment Affairs, then in
Islamic Culture Administration at Al-Azhar University. He
was commissioned to Qatar in 1961 as Director of the
Religious Institute, then Director and Founder of Islamic
Studies Section in Faculty of Education, then Dean Et
Founder of Faculty of Shari'a Et Islamic Studies. Finally he
was commissioned to establish the 'Sirah Et Sunna
Researches Institute' and is still running it as Director.
Member in several leagues and establishments in fields
of Sciences and Islamic Preaching (DA'WA) at Arab,
Islamic and Intemational levels such as:
• The Academy of Fiqh, Makkah, Saudi Arabia.
• The Royal Academy for Islamic Civilization Research,
Jordan.
• Islamic Studies Centre, Oxford University, Oxford, U.K.
• International Islamic University's Counsil of Secretaries,
Islamabad, Pakistan.
• The European College for Islamic Studies, France.
• Islamic International Charitable Organization, Kuwait.
• Islamic DA'WA Organization, Khartoum, Sudan.
• Chairman of The European Council for Ifta' Et Researches.
• Chairman of 'Al Balagh' Cultural Society in Qatar for the
Service of Islam on the Internet (Website: Islam On Line).
During his youth, he was fond of oratory and composing poetry and literary works. Later, his interests shifted
towards Fiqh, Islamic sciences and giving Fatwas, as is evidenced from his works, weekly interviews in 'Qatar TV':
(Guidance of Islam), 'Sharia Et Life' (Al Jazeera TV channel)
and 'Al Muntada' program in Abu Dhabi TV as well as regular contributions to other TV programmes in the Arab world.
Dr. Qaradawi is a President of the European Council for
Fatwa Et Research and is considered an expert of the
Islamic Fiqh Academy relevant to Islamic Conference
Organisation. He has written over 100 books which are
widely accepted in Islamic World, some of them are printed tens of times and are translated into many international languages.
He took part in a great number of conferences, scientific
seminars everywhere. Has adopted, in Fiqh Et Da'wa, the
'Islamic Moderate Line' which is a combination of
'Traditionalism and Modernism', stressing on three aspects of

Fiqh: The Fiqh of Tradition, Fiqh of Goals a Fiqh of
'Mouwazanat' and Fiqh of Priorities, thus creating a balance
between invariable factual concepts of Islam and the variable
factors of the present age whilst keeping an eye on the future.
- Awarded the following prizes:
• Prize of the' Islamic Development Bank' in Islamic
Economy, in 1411 Hijri (1990). • King Faisal International
Prize (Shared) in Islamic Studies in 1413 Hijri (1992)
• Distinguished Scientific Prize Offered by the Malaysian
Vice Prime Minister ft Head of Islamic International
University, Malaysia in 1995. • Sultan Hassan Balquich of
Brunei - Prize in Islamic Fiqh (1997). • Sultan Al Uwais Prize (United Arab Emirates) for Cultural & Scientific
Achievements in 1999.

Financial Dealings in a number of Arab and foreign countries.
9. Devised several typical financing and investment
contracts through His work as Executive Member of QIB
Shari'a Board.

PRIZES

PROF. ALI AHMAD AL SALOUS

A Qatari national.
Bom in Egypt in 1353 Hijri (1934 G).
Obtained Doctorate {with Honours) in
Islamic Shari'a from Faculty of
DAR-UL-ULUM, Cairo, 1395 H.
Professor in Fiqh ft Usui Section,
^
5
Faculty of Shari'a University of
Qatar. He is expert in Fiqh Et
Economy in the Academy of Fiqh relevant to the Islamic
Conference Organization, and the Executive Member of
Qatar Islamic Bank's Shari'a Control Board (1983 - 1998).
Prof Al Salons has written over (50) books and research
papers in addition to numerous comments in the form of presentations and/or evaluations of the researches referred to His
Eminency whether for publication, the obtention of
Intemational prizes in Islamic Economy and/or Contemporary
Financial Dealings, Promotion of University staff professions
or those submitted to Conference. Additionally the Professor
has written several research studies and articles published
in magazines and newspapers such as:
• (10) books in Islamic sects, latest of them was entitied
'With the Dodeca-Shiisme in Fundamentals & Subsidiaries'
(four volumes).
• (16) books in Contemporary Dealings, latest of them entitled 'Islamic Economy and the Contemporary Fiqhi Issues'
• (5) papers published in the Annuary of Faculty of
Shari'a/Qatar on Sponsorship, Effect of Money's Variation
in Value, Sale on Installment-basis and Istissna.
• (3) papers in Fiqh of the Tradition, Inflation and Recession
on the light of Sunna.
• (15) papers submitted to the Academy of Fiqh (Islamic
Conference Organization) on contemporary financial dealings, plus (3) other researches to the two other Islamic
leagues on the same subject.
• Has a great number of studies and comments on financial
and monetary policies, and banks financing, from Islamic
view, spresented in public conferences.
• A televised program on Islamic Economy in more than
(100) series.
• Public lectures on Islamic Economy/Contemporary

SH. ABDUL RAHMAN BIN
ABDULLAH AL MAHMOUD

Bom in Doha on 1953 G. Received
his primary and secondary education in the Qatari schools, his
Bachelor Degree in Sharia and law
from Al-Azhar University on 1975
and received his Master Degree in
Islamic Sharia 8t Public Law from
Faculty of Law/University of Cairo on 1980.
His distinguished career achievements include:
• Appointment, on 11.07.1995, as President of Sharia
Courts in Qatar in the capacity of Minister.
• From 1975: occupied the position of Vice-President to the
Sharia Courts a Islamic Affairs.
• Founded and chaired the (Al Ummah) monthly magazine
which was issued by the Sharia Courts Presidency (1980 1986).
• He also occupied the post of Chairman of Qatar Islamic
Bank since it was founded on 1983 until his resignation in
1996.
• President of Al Jazeera Investment Co. Board of Directors
from July 1992 to December 1993 (the company is a partnership between QIB and Al Awqaf Ministry).
• President of the Board of Directors of the International
Beverages Co. (Canada Dry), Qatar (affiliate of QIB), from
June 1995 to end of 1996.
• Vice Chairman of Al Sharq Printing a Publishing House
'AL SHARQ ' (Arabic Daily), a ' THE PENINSULA ' (English
Daily), from July 87 to date.
• Founding Member in the International Islamic Charity
Board (Kuwait) a n d the Islamic Da'wa Organisation
(Khartoum/Sudan).
• Member of the Intemational Higher Council of Mosques
(Holy Makka/KSA).
• Member of the Islamic University Tmstees Council,
Islamabad/Pakistan.
• Bearer of the 'Order of Sciences a Arts' from President of
the Arab Rep. of Egypt on 1991 G.
• Member of American Management Association 1994 1996.
• President of the Pilgrimage Affairs Committee - Relevant
to Al Awqaf Ministry, 1994 till date.
• Member of the Gulf Economic Fomm, Bahrain, 1994 1996.
• Headed official delegations representing Qatar to various
conferences at the level of the G.C.C., the Arab League, the
Islamic Conference Organisation and took p @ also in
numerous Islamic and International conferences.
Biography references: - Who's Who in the World - Who's
Who in the Arab World - Who's Who in the Arab Banking
Foreign languages: English, French.
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BAHRAIN
Faysal Islamic Bank
to open branch in
Yemen
Bahrain-based Faysal Islamic Bank
(FIB) plans to open a branch with
$8 million capital in Yemen later
this year, bankers said. They said
FIB would hold a 20 percent stake
in the new bank while the rest had
been offered to Yemeni investors
on private placement.
"Faysal Islamic plans to open a
branch in Yemen in the next four
months with private Yemeni
investors holding 80 percent of the
bank's paid-in capital of around $8
million," a senior banker in
Bahrain told Reuters. The banker
said FIB had already obtained
approval to open the branch from
the monetary authorities in Yemen,
one of the Arab world's poorest
states, including the central bank.
"Priced at around $ 1 per share,
the total amount of the private
placement has already been
secured," the banker said. Another
banker said FIB was expected to
open the branch by September.
Reuters

Faysal Islamic Bank
changes name
Bahrain-based Faysal Islamic Bank
(FIB) announced that it has changed its
official name to Shamil Bank of
Bahrain. "Shamil Bank of Bahrain, an
Islamic bank, announces that after
approval of the Commerce Ministry and
the Bahrain Monetary Agency its
name has changed from Faysal Islamic
Bank of Bahrain to Shamil Bank of
Bahrain," a bank statement said.
20
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The change of name would not
affect its rights and commitments or
any other pending legal issues, it
said. Earlier in March, shareholders
of FIB and those of Bahrain-based
Islamic Investment Company of the
Gulf (IICG) agreed to merge the two
banks, creating a $230 million
strong entity in the island, the Gulf s
main financial and banking hub.
Both FIB and HCG operate
according to Islamic sharia law
which forbids the payment and
receipt of interest on loans and credit they extend. Geneva-based Dar Al
Maal Al Islami holds a majority
stake in Faysal Islamic Bank.
Reuters

Arab Banking
Corporation (BSC)
ranked fifth in MidEast trade rating
Arab Banking Corporafion (B.S.C.)
headquartered in Bahrain, has been
ranked fifth in the Middle East in a
1999 Forex survey conducted by
the UK-based magazine FXEtMM.
The survey was conducted among
various institutions active within
foreign exchange markets including major corporates, fund management groups, security houses
and major banks. Banks' customers
were invited to answer various
questions relating to foreign
exchange trading. The questions
ranged from straightforward spot
through to technical analysis,
including swaps, to research and
online trading opportunities.
The survey acts as a guide as to
who major corporate and institutional investors believe provide the
best service in foreign exchange.
ABC Press Release

Listing in Bahrain
Stock Market

His Excellency Sheikh Ahmed Bin
Mohamed Al-Khalifa, Director of

Rabi' al Thani 1421

Bahrain Stock Exchange ("BSE") and
Mr. Adnan Al Bahar, Chairman and
Managing Director of The Intemational
Investor ("TTI"), have signed the listing
agreement of Til's shares in Bahrain
Stock Market.
Mr. Al Bahar added, that TII listing
its shares in BSE comes as a step forward towards listing of TII shares in
all other possible Gulf stock markets,
which in return will expand TII shareholding base and develop its value.
Mr. Al Bahar explained that this
parallel listing, of TII shares in
Bahrain market, will support the
existing listing taking place in Kuwait
stock market. It will strengthen the
shares value where Gulf investors will
be able to buy and sell these shares
through two separate markets using
both the Kuwaiti and Bahraini Dinar.
Further Mr. Al Bahar added, that
this expansion comes as part of Til's
overall regional expansion as it serves
the company's future plans towards
the intensive use of electronic listing
and exchange of stock shares through
the internet to remove and penetrate
all existing obstacles between Gulf
and Arab stock markets.

JORDAN
Arab Bank announces
on-line banking
Jordan based Arab bank has
announced a major advance in customer service through the introduction
of an online internet online banking
service, according to a press release.
The service provides customers
with a number of services, such as
accounts balance summary, account
statement, fixed deposits-loans inquiry
and funds transfer. It also enables the
customer to correspond with his-her
branch via secure electronic mail,
order a chequebook, and change the
mailing address.

'1

Name
Business Group
in
B A N G L A D E S H
who are in

Corporate Office
17 Dhanmondi, Road No 2, Dhaka 1205, Bangladesh
Phones; (880)-2-861891,868220 Fax: (880)-2-863470,867647
Internet: http://www.beximco.net

email: beximchqg'bol-online.com

textiles
chemicals
ceramics
real estate
jute
trading
marine food
media

DAR-AL-MAAL
AL-ISLAMI (DMI)
Banking, Investment a Insurance (Takaful)

4
Progressive
DYNAMIC
Ethical

84 Avenue Louis Casai 1216
Cointrin, Geneva, Switzerland
Tel+22 791 7111
Fax-t-22 791 7298/7299
Telex 415 648 DM-CH

