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COMMENT

ISLAMIC D E V E L O P M E N T BANK
PROMOTING ISLAMIC BANKING A N D FINANCE
The Islamic Development Bank
(IsDB) has played an important role
in supporting economies of Muslim
countries. Whether in the field of
Industry, technology, management,
information or education, it has
invested billions of dollars. It has also
played an important role in the development and progress of Muslim diaspora the world over.
The Islamic Development Bank was
established in the December 1973, at
the First Conference of Finance
Ministers of the Islamic Countries in
Jeddah, Saudi Arabia. The main purpose for the establishment of such an
institution was to foster economic
development and social progress in
member countries. The principles of
which were based on Shariah and its
rulings. The membership of the bank
has increased from 22 since its inception to 55 by 2004. Whilst the Islamic
Development Bank has been conducting its operations compatible with
Shariah it has also been a leader in
promoting Islamic banking by means
of developing regulatory and Legal
Organisations.
In addition to the above the Bank has
been instrumental in using Islamic
financing modes and setting a standard and precedence as to the application of such modes. This is evident
from the fact that the Bank does not
borrow from the conventional markets involving payment of interest,
the strongest point in the case of
Islamic banking. Whenever there has
been a need to mobilise funds, this
has been by modes acceptable by
Shariah rulings.
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The Unit Investment Fund has been
an example of this approach. The
Fund emphasises on investing directly in the private sector of the member
countries and maturities depend
upon the short term or the long-term
feature of financing and are structured accordingly.
Similarly, the Islamic Banks Portfolio
(IBP) is another source for resource
mobilisation by utilising the liquidity
available with Islamic banks and
financial institutions. These operations are conducted under Islamic

One
of
the
main
achievements of IsDB in
developing
Islamic
banldng has been in the
field of resource mobilisation. With the assigning of AAA rating to the
bank by the Standard &
Poors, the bank has the
potential of tapping in
to the
International
market more rapidly.
modes of Financing, which eventually
will create larger opportunities for
Islamic banking sector.
The I B P utilizes several Islamic
modes of financing in its operations
such as Ijara (leasing), Bai Al-Ajal
(installment sale), Musharaka (equity-based participation), Istisna'a
(financing goods to be manufactured)
and Murabaha (cost-plus trade
finance). Islamic modes of financing
are mirrored in the transactions of
IsDB also. The IsDB Infrastructure
1425

fund is an example of this, the fund
seeks long-term capital appreciation
by making equity related investments
in infrastructure projects and related
industries.
One of the main achievements of
IsDB in developing Islamic banking
has been in the field of resource
mobilisation. With the assigning of
A A A rating to the bank by the
Standard & Poors, the bank has the
potential of tapping in to the
International market more rapidly.
IsDB has not only been instrumental
in developing Islamic banking products but also Islamic Banks and
Financial Institutions. Its equity support to Islamic banks has provided
these institutions the initial launch, so
important for any organisation. At
the same time the Bank has also provided with these banks technical
expertise and shared its experience in
different transactions that it has done
over years.
As mentioned earlier, the bank has
been instrumental in setting up regulatory and legal Institutions for
Islamic banldng, it has also been the
major force behind the establishment
of Liquidity, Supervisory, Rating and
Financial
Market
Institutions.
Namely, the Liquidity Management
Centre, Islamic Financial Services
Board, Islamic Rating Agency and
International
Islamic Financial
Markets respectively.
The IsDB was able to achieve such
progress due to the leadership of its
President Dr. Ahmed Muhammed Ali
and his able and competent team.

ISLAMIC BANKING

ISLAMIC D E V E L O P M E N T BANK
STRENGTHENING ECONOMIES
OF MUSLIM COUNTRIES
In pursuing its mission, the IsDB developed a set of innovative Shari'ah
compatible
modes of fmancing. The Bank also made diligent efforts to strengthen and promote the
Islamic banking industry. To better answer development fmancing needs of its member
countries, the IsDB established various schemes and funds to mobilize resources. In this
context, the latest effort of the Bank is the launching of its first Sukuk issue (Islamic
bond) in August 2003, which enabled it to raise US$400 million from the market.

The Islamic Development Bank (IsDB) was established in
1975 as a premier development fmancing institution to promote economic development and social progress in member
countries and Muslim communities in non-member countries, in accordance with the principles of Islamic Shari'ah.
Over the past 29 years, the Bank has experienced an enormous growth in terms of its size and operations. Its membership has increased from the initial level of 22 countries at the
time of inception to the present level of 55 countries.
Similarly, the authorized capital of the Bank has increased
from the initial level of ID 2 billion to ID 15
billion and the subscribed capital from ID 1.9
billion to ID 8.1 bilHon. At the end of 1424H
(February 2004), the ordinary capital
resources of the IsDB stood at ID 3.98 billion
(US$ 5.95 billion), with the paid-up capital
amounting to about ID 2.71 billion (US$ 4.05
billion).
The Bank's ordinary operations have grown at
a steady pace over time. Up to the end of
1424H (20 February 2004), a total of 4400 operations (net of
cancellations) were approved by the IsDB Group under different categories for an overall amount of ID 26,138.13 million (US$34,244.19 million). This figure included ID
9,516.10 million (US$12,644.87 million) for Project
Financing, ID 132.29 million (US$I69.86 million) for
Technical Assistance, ID 16,038.96 million (US$20,863.96
million) for Trade Financing and ID 450.78 million
(USS565.49 million) for Waqf Fund operations. As for the
sectoral distribution of the IsDB's cumulative ordinary
financing operations, social sectors received 23.3 percent;
transport and communications 18.8 percent; public utilities
28.6 percent; agriculture and agro-industry 15.0 percent;
industry and mining 8.0 percent, and other sectors 6.28 percent of the total. The IsDB continued to keep a particular
focus on the special problems and needs of its
Least

Developed Member Countries (LDMCs), which are given
priority in concessionary fmancing (Loan and Technical
Assistance) and are also served by the "Special Account for
the LDMCs". Since its inception, the Bank has approved a
total of ID 1,947.09 million (US$2,533.86 million) for the
LDMCs. The Bank also participates in the Heavily Indebted
Poor Countries (HIPC) Debt Initiative. The Waqf Fund is a
multi-functional resource base for the Bank that is used to
provide various types of assistance to Muslim communities
in non-member countries; educational grants; and relief
against natural disasters such as drought,
floods, earthquakes etc. to both member countries and Muslim Communities in non-member
countries. In addition, the activities of the
Islamic Research and Training Institute, the
Technical Cooperation Programme, and the
LDMCs Special Account are also financed
from the Waqf Fund. By the end of 1424H, the
Bank had approved a total of ID450.78 million
(US$565.49 million) for 1017 Special
Assistance Operations. In the area of scholarships, under its three-tier scholarship programme covering
member countries and Muslim communities in non-member
countries, the Bank had awarded 7,191 scholarships to students and scholars to pursue higher education in science and
technology across the world.
Financing trade, especially the intra-trade among the member
countries, has been a priority area for the IDB, which is carried out under various schemes, such as Import Trade
Financing Operations, Export Financing Scheme, Islamic
Banks Portfolio, Unit Investment Fund and the BADEAi
Export Financing Scheme. Till the end of 1424H, the IsDB
Group had financed 1669 Trade Financing Operations totaling ID 16,038.96 million (US$20,863.96 million).
Furthermore, the Trade Co-operation and Promotion
Programme of the Bank organizes information and technical
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ISLAMIC B A N K I N G
assistance activities to strengthen trade
among member countries and to provide for capacity building in the
LDMCs. In order to better attend to
diverse financing and non-financing
needs of the member countries, the
Bank has established several specialized windows and entities, such as the
Islamic Banks Portfolio for Investment
and Development (IBP), IsDB Unit
Investment
Fund
(UIF),
IsDB
Infrastructure
Fund,
Islamic
Corporation
for
Insurance
of
Investment and Export Credit (ICIEC)
and Islamic Corporation for the
Development of Private Sector (ICD).

INTROCUCTION
The Islamic Development Bank (IsDB)
was established in pursuance of the
Declaration of Intent issued by the First
Conference of Finance Ministers o f the
Islamic Countries held in Jeddah, Saudi
Arabia, in Dhul Qa'dah 1393H
(December 1973). The IsDB started
functioning on 15 Shawwal I395H (20
October 1975).

Member Countries (LDMCs) as a special case4.
Initially one of the major challenges for
the IsDB was to apply viable modes of
financing compatible with Shari'ah and
capable o f addressing the diverse
financing requirements of member
countries. This challenge was successfully met by devising a number of
modes of financing with their operational details. These include Loan,
Equity, Leasing, Profit
Sharing,
Installment
Sale,
Istisna'a
and
Murabahah.

The Bank also helped with the implementation of the 1981 and 1994 OIC
Plans of Action for Economic Co-operation, participated in meetings, undertook studies, provided technical assistance, supported Islamic universities,
contributed to regional projects related
to irrigation and desertification, and
organized technical meetings on specific subjects. The Bank also cooperates
with international, regional, and subregional organizations involving member countries. The IsDB cooperates with
the National Development Finance
Institutions (through lines of financing),
provides technical assistance on WTOrelated issues and problems, lends
active support to private sector development in member countries, and organizes annual symposia on subjects of
immediate development interest for the
member countries and the IsDB.

The purpose of the IsDB is to foster
economic development and social
progress in member countries and
Muslim communities in non-member
countries in accordance with the princi- An important achievement of the IsDB
ples of the Shariah (Islamic jurispruhas been the establishment, over time,
dence). In fulfillment of its mandate, the
of various institutions and schemes with
Bank has always been conducting its
distinctive features to help it discharge
activities within the framework of its
its multiple fimctions and cater to the
primary mission of providing financial
varying development requirements o f
and technical assistance, as well as in
the member countries. These instituhelping to promote
cooperation and solidarity among the
member countries.
The membership of
the IsDB has experienced a significant
growth over time
from only 22 countries at the time of
the inauguration in
Shawwal
1395H
(October 1975) to
55 countries at the
end
of
1424H
(February 2004). A l l
IsDB member countries are developing
countries, with 22
belonging to the category
of
Least
D e v e l o p e d
Countries as classified by the United
Nations3 and another six being treated
as
the
Least
Dr Ahmed Muhammad Ali with Mr Muazzam Ali, Chairman
D e v e l o p e d
IIBI at a conference jointly organised by the two Institutions.
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Concerning the various activities of the
Bank under the auspices of the O I C 2 ,
the IsDB cooperates with and assists the
OIC General Secretariat and its related
organs, provides assistance for projects
under the Summit-level Standing
Committee
for
Economic
and
Commercial Cooperation (COMCEC)
and Standing Committee for Scientific
and Technological Cooperation (COMSTECH).
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tions and schemes enable the IsDB to
mobilize
supplementary
financial
resources and to undertake functions
and activities which carmot be covered
under its traditional fmancing arrangements.

tor development, promotion of cooperation among member countries, and its
own cooperation with national, regional, and international organizations
towards achieving the shared objectives
and goals.

Currently, the IsDB, along with these
schemes and entities, has evolved into
the "IsDB Group", comprising, in addition to the Bank itself
Islamic
Corporation
for
Insurance
of
Investment and Export Credit (ICIEC),
Islamic
Corporation
for
the
Development of Private Sector (ICD),
and Islamic Research and Training
Institute (IRTI).
The affiliates and
Funds of the Group include Islamic
Banks Portfolio for Investment and
Development
(IBP),
IsDB
Unit
Investment
Fund
(UIF),
IsDB
Infrastructure
Fund, World Waqf
Foundation (WWF), Awqaf Properties
Investment Fund (APIF), and the Biosaline Agricultural Centre in Dubai,
UAE. Of these, UIF, IBP, and ICD are
directly related to the IsDB's role as a
development fmancing institution and
direct their efforts to raise more
resources for the IsDB and help to efficiently utilize them, while others carry
out important specialized functions
within the overall mission of the Bank
to serve the Ummah.

RESOURCE MOBILIZATION

This document briefly describes the role
of the Bank in promoting economic
development in member countries
through its diversified activities including project financing and technical
assistance, trade financing operations,
activities and operations for the Least
Developed
Member
Countries
(LDMCs), special assistance operations, scholarship programme, technical
cooperation programme, etc. It also
highlights the role of the Bank in
strengthening the Islamic banking
industry, mobilization of resources
through establishment of Fimds as well
as directly from the market, private sec-

Increase in tlie Capital Base of the
Bank
In order to better respond to the growing needs of its member countries, the
IsDB has enhanced its capital base over

The purpose of the IsDB is
to foster economic development and social progress in
member
countries
and
Muslim communities in nonmember countries in accordance with the principles of
the
Shariah
(Islamic
jurisprudence). In fulfillment
of its mandate, the Bank has
always been conduaing its
activities within the framework of its primary mission
of providing financial and
technical assistance, as well
as in helping to promote
cooperation
and solidarity
among the member
countries.

time from the initial authorized capital
of Islamic Dinar (ID) 2 billions. In
14I3H (1992), the Board of Governors
decided to increase the authorized capital to ID 6 billion and the subscribed
capital to ID 4 billion. Following the
Ninth Islamic Summit Conference, held
in Doha, Qatar in Shabaan 1421H
(November 2000), the IsDB Board of
Governors again raised the authorized
and subscribed capital of the Bank to
the present levels of ID 15 billion and

ID 8.1 billion respectively. At the end of
1424H (February 2004), the ordinary
capital resources of the IDB consisting
of the member countries funds (i.e. the
paid-up capital, reserves and retaining
earnings) stood at ID 3.98 billion (US$
5.95 billion), with the paid-up capital
amounting to about ID 2.71 billion
(US$ 4.05 billion).
Resource
Mobilization
through
Establishment of Funds and Directly
from the Market
The IsDB does not borrow funds from
the conventional financial markets
involving payment of interest. Over the
years, it has taken several initiatives for
mobilizing resources additional to its
capital in ways that are compatible with
the principles of Shari'ah.
The IDB Unit Investment Fund was
established as a private sector window
of the IsDB that aims to raise additional
resources for the Bank from the market,
to complement Bank's efforts and
strengthen its operations in the member
countries, and to provide investors with
a profitable channel of investments in
conformity with Shari'ah. The financing
faciliries of the Fund are extended
through various Islamic modes of
financing. The maturities, depending on
the modes used, vary from 6 to 24
months for short-term financing, and
from 5 to 10 years for medium and
long-term financing. The emphasis is
on investing directly in the private sector of IsDB member countries. The
Fund also co-finances projects jointly
with the IsDB, Islamic Banks Portfolio
and Islamic banks and financial institutions in the member countries.
The Islamic Banks Portfolio (IBP) is
another window through which the
IsDB mobilizes resources.'It was established in Rajab 1407H (March 1987) to
mobilize liquidity available with the
Islamic banks, financial institutions and
individual investors, and to channel
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them to finance beneficiaries in IsDB
member countries. In its operations, the
IBP applies Islamic modes of financing,
which include Murabahah, Installment
Sale, Leasing, Istisna'a, Musharakah,
and Equity Participation. It also
arranges co-financed and syndicated
operations as high as USSIOO million
per operation.

East and North Africa (MENA) countries and indeed from the Islamic world.
At the end of a book building process,
the book of orders received from the
investors in the Middle East, South Asia
and Europe reached US$430 million as
against the plaimed amount of US$300
million - an over subscription of 43 percent.

The IsDB Infrastructure Fund is a private investment vehicle that aims for
infrastructure development in the IsDB
member countries. It was established in
1419H in the Kingdom of Bahrain, with
a total Equity Capital of US$1.0 billion.
The Fund strategically seeks long-term
capital appreciation by making equity
and equity-related investments in infrastructure projects and infrastructurerelated industries in the member countries of the IsDB. Up to the end of
1424H, the Fund had committed
USS730.5 million for equity investments and USS200 million for
Complementary Financing Facility
(CFF).

Cognizant of the strong demand, the
IsDB management decided to increase
the size of the issue to US$ 400 million,
distributed between Islamic and conventional investors in the ratio of 30
percent and 70 percent respectively. Up
to the end of March 2004, the B.E.D.

Besides maintaining the vision of building a financially viable network of windows to attract long-term fimds, the
IsDB continued to give priority to placing major reliance on the market for
resource mobilization. A n important
milestone for the IsDB in facilitating
this endeavor was the assigning of a
A A A rating to the Bank by Standard &
Poor's in December 2002, which is
expected to enable the Bank to more
readily tap the international financial
market for raising additional resources
in support of the diverse and increasing
fmancing needs of its member countries.
The newest initiative in this regard is
the successful launching of the Sukuk,
Islamic bond. This was the first A A A
rated paper (by Standard & Poors),
whether conventional or Shari'ah-compliant, to be issued from the Middle
8
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The IsDB does not borrow
funds from the conventional
financial markets
involving
payment of interest
Over
the years, it has taken several initiatives for mobilizing
resources additional to its
capital in ways that are
compatible with the principles of Shari'ah.
had conceptually cleared 29 projects for
the utilization of Sukuk funds. Five of
these, amounting to US$291.24 million
have been approved, while the others
are at various stages of processing.
BANK'S R O L E IN S T R E N G T H E N ING T H E ISLAMIC BANKING
INDUSTRY
In pursuance of its mission, the IsDB,
during the past 29 years, has not only
expanded its operational and trade
financing activities, but also developed
its catalytic role for furthering Islamic
banking practices. It has contributed to
the achievement of a steady growth of
Islamic banking in several IsDB member countries, as well as in some nonmember countries. In this connection.
1425

the Bank's assistance to Islamic banks
through equity support should also be
mentioned. The IsDB's role in this
respect, proved significant and left
direct impact on the development of
these institutions. As a result, Islamic
banking is now viewed as a viable alternative system for the mobilization of
savings and investment in different
parts of the world.
To promote greater awareness and
appreciation of Islamic banking, the
IsDB initiated cooperative efforts with
Islamic banks both at national and international levels, which has resulted in
establishing new Islamic banks and
financial institutions and developing
new financial products. In order to further activate and stimulate cooperation
and coordination among Islamic banks
and financial institutions, the IsDB
played a leading role in the establishment of the General Council of Islamic
Banks and Financial Institutions in
1420H (1999).
Cooperation with Islamic banks has
also resulted in the development of
standards and procedures for various
financial products. In this context, the
IsDB played a leading role in the establishment of the Accormting and Audit
Organization for Islamic Financial
Institufions (AAOIFI) in 1991. This
important institution is playing a critical
role in the codification of accounting
principles for the whole range o f
Islamic banking activities and as an
institutional arrangement for self-regulating the financial reporting of Islamic
banks and financial institutions as well
as the auditing practices of their external auditor So far, AAOIFI has produced financial accounting statements
relating to the objectives and concepts
of financial accounting for Islamic
financial institutions, various accounting and auditing standards, and a code
of ethics for accountants and auditors of
Islamic financial institutions.

ISLAMIC BANKING
The IsDB has also been instrumental in
setting up of the following institutions:
Auditing and Accounting Organization
for
Islamic Financial
Institutions
(AAOIFI), Islamic Financial Services
Board (IFSB), International Islamic
Financial Market (IIFM),
Liquidity
Management
Center
(LMC),
International Islamic Rating Agency
(IIRA), General Council for Islamic
Banks and Financial
Institutions
(GCIBFI), Shari'ah Boards of various
institutions and the International
Center for Arbitration among Islamic
Financial
Institutions, which was
recently established in 2003.
PROJECT
FINANCING
T E C H N I C A L ASSISTANCE

AND

The Bank has continued to conduct its
ordinary financing operations, comprising project financing under various
modes, plus its technical assistance
operations. The total amount approved
under Ordinary Operations (project
financing and technical assistance) for
the IsDB Group reached ID 9,648.39
million (US$12,814.74 million), fi-om
1396H (1976) till the end of 1424H.
This accumulated sum included I D
9,516.10 million (US$12,644.87 million) for 1282 operations in project
fmancing and I D 132.29 million
(US$169.86 million) for 432 technical
assistance operations. Adding to the
above,
1669
Trade
Financing
Operations totalling ID 16,038.96 million (US$20,863.96 million) and 1017
Special Assistance Operations totalling
ID 450.78 million (US$565.49 million),
the Bank Group's total net fmancing has
reached
ID
26,138.13
million
(US$34,244.19 million) for 4400 operations, from inception until the end of
1424H (20 February 2004).
Project Financing
The project financing extended under
various modes, as described above,
became important in building up of new

productive capacity in the member
countries, as well as in expanding
and/or rehabilitating the ones that
already exist, while the Bank sought to
maintain an adequate project-pipeline
for each member country as part of its
efforts to optimise its project financing
strategy.
As for the distribution of the project
financing by modes of financing, since
inception till the end of 1424H, out of
the total amount of ID 7,485.65 million
in project financing approved by the
IsDB for 1074 projects, I D 2,511.30
million (33.6 percent) were extended as
loans, I D 1,675.48 million (22.3 percent) for leasing, I D 1,559.10 million
(20.8 percent) for installment sales, I D
1,205.24 million (16.1 percent) for istisna'a and I D 284.25 million (3.8 percent) for equity. Profit sharing amounted to less than one percent of the total
project financing done by the Bank during the same period.
The IsDB also extends lines of financing6 to national development financing
institutions (NDFIs) in member countries to help finance small and medium
scale enterprises. Up to the end of
1424H, the financing extended by the
Bank under lines of fmancing to the
national development financing institutions stood at 19 operations for a total
amount of ID 187.82 million or 2.5 percent of total project financing.
The sectoral distribution of the IDE's
ordinary operations t i l l the end o f
1424H shows that
social sectors
received 23.3 percent; transport and
communications 18.8 percent; public
utilities 28.6 percent; agriculture and
agro-industry 15.0 percent; industry and
mining 8.0 percent; and other sectors
6.3 percent.
Technical Assistance Operations
Technical Assistance (TA) forms an
important part of the IsDB's operations,

because of a constant need for utilization of consultancy services and expertise in the identification of viable projects, the preparation of bankable project
documents, and for supervision during
the implementation phases of a project.
The IsDB technical assistance operations have so far focused on conducting
feasibility studies, preparation of preliminary and detailed designs and provision of consultancy services for supervision during execution of projects. The
total technical assistance operations of
the IsDB approved for the member
countries, since the inception of the
Bank and up to the end of 1424H, stood
at a total of ID 132.29 milHon for 432
operations.
TRADE
TIONS

FINANCING

OPERA-

In addition to project financing operations, the IsDB has been providing trade
financing to promote trade among
member countries since 1397H (1977).
These operations aim to contribute to
the promotion of trade and co-operation
among the member countries. They
have expanded over time in terms of
volume, coverage, objectives, and
modalities. Besides the Import Trade
Financing Operations (ITFO), the Bank
introduced, the Export Financing
Scheme (EFS), the IsDB Unit
Investment Fund (UIF) and the Islamic
Banks Portfolio (IBP). Out of these four
schemes or windows, about 75 percent
of ITFO and all of EFS financing
involves intra-trade. The latter two (IBP
and UIF) on the other hand are business
windows of the Bank, which also focus
on import financing.
Import Trade Financing Operations
(ITFO)
The Import Trade Financing Operations
were started in 1397H (1977), as a
placement operation for investing the
temporary surplus funds of the IsDB
that were not immediately needed for
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project fmancing. These operations provide foreign exchange for essential
imports by member countries. The
funds for this mode of financing come
from IsDB's own resources. To supplement these resources, funds are mobilized from the market through syndication and Two-Step Murabaha Financing
(2SMF) mechanisms. The Bank's
import trade financing operations
involve the purchase of goods and their
re-sale to recipient member countries
against a reasonable mark-up with
deferred-payment arrangement. The
total amount of import trade financing
approved up to the end o f 1424H
reached ID 13,073.56 million (US$
16,807.44 million) for 1225 operations.
Export Financing Sclieme (EFS)
At the first session of the Standing
Committee
for
Economic
and
Commercial Co-operation of the OIC
(COMCEC), held in Istanbul in 1405H
(1984), the IDB was assigned to undertake a study on the feasibility of a
Longer-Term Trade Financing Scheme.
Based upon the results of this feasibility study, the IsDB Board of Governors
approved the establishment of the EFS
inl986, with its own independent budget and resources. The EFS aims to promote exports of both traditional and
non-traditional commodities, and of
capital goods from the participating
member states.
Presently, the Scheme comprises 26
OIC countries as members that have
contributed a total of ID 170 million.
This amount, together with the IDB's
contribution of ID 150 million, brings
the total subscribed capital to ID 320
million. The mark-up charged on the
EFS operations is generally kept below
the market levels. Under this Scheme,
up to the end of 1424H, the Bank had
approved a total of ID 917.13 million
(USS 1,233.17 million) for 219 operations.

10
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Islamic Banks Portfolio (IBP) and
Unit
Investment
Fund ( U I F )
Operations
The Islamic Banks Portfolio (IBP) and
the IsDB Unit Investment Fund (UIF),
which were discussed earlier, contribute
significantly to trade financing by the
IsDB . Since inception till the end of
1424H, out of IBP's total portfolio of
US$3,387.25 million, US$2,185.28
million (64.5 percent) had been

The IsDB has also been
instrunnental in setting up of
the following
institutions:
Auditing
and
Accounting
Organization
for
Islamic
Financial
Institutions
(AAOIFI), Islamic
Financial
Services
Board
(IFSB),
International
Islamic
Financial
Market
(IIFM),
Liquidity
Management
Center (LMC),
International
Islamic Rating Agency (IIRA),
General Council for Islamic
Banks
and
Financial
Institutions
(GCIBFI),
Shari'ah Boards of various
institutions
and
the
International
Center
for
Arbitration
among
Islamic
Financial Institutions, which
was recently established in
2003.
approved for trade financing. Similarly,
out of its total portfolio of US$1,288.60
million, the UIF had approved
US$517.45 million (40.2 percent) for
financing of direct and syndicated trade
operations.
B A D E A Export Financing Scheme
Another trade financing scheme of the
IsDB is the BADEA Export Financing
Scheme that was started in 1998,
1425

through
a
Memorandum
of
Understanding (MOU) signed with the
Arab Bank for the Economic
Development in Africa (BADEA), in
Khartoum, Sudan.
Accordingly, a US$50 million fund was
entrusted to the IsDB as mudarib in
order to support exports of developmental goods from Arab Countries to member countries of the African Union outside the Arab League. A total of seventeen operations amounting to US$
96.00 million have so far been approved
under the Scheme.
Trade Co-operation and Promotion
Programme
Another important means through
which the IsDB helps to promote trade
among member countries is its Trade
Co-operation
and
Promofion
Programme. Started in 1415H, this
Programme mainly aims to strengthen
trade relations among member countries, explore potential areas of trade cooperation and facilitate opportunities
for enhancement o f intra-trade. The
Programme also provides technical
assistance for capacity building to the
Least Developed Member Countries
(LDMCs) by focusing on organizing
workshops, seminars and trade exhibitions to help enhance trade among
member countries.
The IsDB also assists the LDMCs
towards their participation in trade fairs.
Moreover, the Programme covers
events like buyer-seller meetings in specific sectors, supply-demand workshops, seminars on intra-trade among
groups o f member countries, as well as
studies on selected topics and training
courses for staff of Eximbanks in member countries. In 1424H alone, under the
Programme, the Bank supported six
trade fairs, four seminars/workshops
and meetings, and three training courses/studies.

ISLAMIC B A N K I N G
ISDB OPERATIONS AND A C T I V I TIES FOR T H E LEAST D E V E L OPED M E M B E R C O U N T R I E S
Financing Operations
Twenty-two member countries of the
IsDB belong to the category of Least
Developed Countries as classified by
the United Nations?. In addition, six
member countries, namely, Albania,
Azerbaijan,
Kyrgyz
Republic,
Tajikistan Uzbekistan and Palestine are
also treated as the Least Developed
Member Countries (LDMCs) as a special case. Although these countries are
given priority in respect of concessionary financing (Loan and Technical
Assistance), as a demonstration of its
concern for further assisting them, the
Bank established the "Special Account
for the LDMCs" in 1413H (1992). The
aim is to increase the total financial
resources available to these countries;
meet the basic and urgent needs, especially, of the poor among the people;
and finance projects or components of
projects that would normally not be
fmanced by the Bank under its regular
programs.
The projects financed from the LDMC
Account enjoy highly concessional
terms. Areas of support include better
primary services such as basic schooling and health care, provision of adequate, and safe drinking water, and
micro projects in remote locations. The
aggregate financing approved for the
LDMCs from the inception of the Bank
in 1396H up to the end of 1424H
amounted to
ID 1,947.09 million
(US$2,533.86 million).
Participation of the IDB in the HIPCs
Debt Initiative
The Board of Executive Directors
(BED) of the Bank approved in
September 1997, the participation of the
IsDB in the Heavily Indebted Poor
Countries (HIPC) Debt Initiative to help
reduce the burden of debt on its most

heavily indebted and poor member
countries and enable these countries to
embark on a sustainable path of economic development and growth. The
IsDB participation in the Initiative is in
the form of rescheduling the debt of eligible HIPCs. The Enhanced HIPC Debt
Initiative, adopted by multilateral
development banks (MDBs) in 1999,
reflects the commitment by the international financial community to provide
comprehensive debt relief aimed at
reducing debt burden of countries with
good policies, especially through poverty reduction strategies, to sustainable
levels.
So far, twenty-seven countries worldwide have been declared eligible under
the Enhanced HIPC Debt Initiative to
receive debt relief, of which fourteen
are members of the IsDBs. O f these, six
member countries have reached the
completion point9 and five are still to
be considered for HIPC debt relief The
cost of the initiative to the IsDB of the
14 eligible member countries is around
US$ 134 million. During 1424H, the
IsDB approved the debt relief packages
for Guinea, Sierra Leone and the topping-up of US $7.2 million for Burkina
Faso. The Bank is currently engaged in
a dialogue with Guinea Bissau in order
to establish an appropriate mechanism
for the delivery of IsDB's share of debt
relief.
WAQF FUND O P E R A T I O N S
The Waqf Fund was established in
1418H, and the assets of the former
Special Accounts were transferred to it.
The Fund derives its income from:
(i) return from cash and cash equivalents and fixed deposits with banks;
(ii) profit on managed investment;
(iii) net income from U I F deposits;
and (iv) investment in Murabahah
and other funds, etc.

The resources of the Waqf Fund are currently being utilized in support of various special assistance activities and programmes that are implemented by the
IsDB in addition to its regular technical
assistance functions related to its
financing activities already discussed.
These are briefly described in the following paragraphs.
Special Assistance Operations
Up to the end of 1424H, the Bank had
approved 1018 operations totalling US$
565.79 million) from the IsDB Waqf
Fund. These operations include socioeconomic activities/projects such as
construction of hospitals, clinics, health
centres, schools, training and research
institutions and various disaster-relief
operations. The IsDB gives special
importance to assistance provided to the
Muslim communities in non-member
countries, particularly in improving
their educational facilities.
Thus, up to the end of 1424H,
US$372.23 million were approved for
383 operations in member countries,
and US$193.56 million were approved
for 636 operations for Muslim communities in non-member countries.
IsDB Scholarship Programmes
The IsDB introduced a Scholarship
Programme in 1404H (1983/84) to help
students from Muslim communities in
non-member countries to receive higher
education in technical fields in their
own countries or in other member countries. Priority is given to meritorious
and financially needy students to enable
them to pursue their higher education in
selected fields. Up to the end of 1424H,
6827 students had benefited from the
Scholarship Programme at a cost of ID
36.89 million (US$55.15 million). A
total of 3737 students have completed
their studies, while 2416 students are
currently studying under the programme.
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Another scholarship programme under
the Waqf Fund is the IsDB Merit
Scholarship Programme for High
Technology, which was introduced in
1411H (1991-1992) with the aim of
developing technically qualified human
resources in the IsDB member countries
and enhancing the scientific, technological and research capabilities of their
scholars and researchers. Under this
Programme, scholarships are awarded
for advanced studies and/or research in
areas of science and applied technology.
Up to the end of 1424H, 244 scholars
from 173 institutions in 44 member
countries had benefited from the
Programme, involving a total expenditure of ID 7.82 million (US$11.69 million).
The third scholarship programme in this
context is the M.Sc. Scholarship
Programme in Science and Technology
for the IsDB Least Developed Member
Countries (LDMCs), which was
approved in 1418H (1997). Under this
Programme, twenty IsDB Least
Developed
Member
Countries
(LDMCs) are eligible from which
selected scholars are awarded scholarships for two years to study in various
universities and centres of excellence in
the IsDB member countries, leading to
M.Sc. degrees in Science
and
Technology. Up to the end of 1424H,
120 students in 17 least developed
member countries had been selected, of
whom 90 were placed in 11 member
countries, and a total amount of ID 0.43
million (US$0.64 million) had been
spent on the Programme.
IsDB Young Researchers Support
Programme
This is a new programme providing
support to deserving yovmg researchers
attached to research institutions in IsDB
member countries; in order to help keep
them in their home countries by providing them with the means to pursue their
research work in a more favorable envi12
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ronment, and thus to reducing (and ultimately reversing) the brain-drain from
the member countries. The field of specialization must be one of the eight chosen fields of agriculture, energy, information technologies, biomedical technologies, textile technologies, pharmaceuticals, bio-technology & genetic
engineering and environmental sciences. The Programme provides scholarship grants to a selected number of
applicants from IsDB member countries
in the range of US$8,000 to US$15,000.
Out o f the initial selection o f 18
researchers, 16 are currently benefiting
from the Programme. The Programme
will be evaluated at the end of academic year 2003-2004.
Technical Cooperation Programme
The IsDB launched its Technical Cooperation Programme (TCP) in 1403H
(1983) to help mobilize the existing
technical capacities and capabilities in
the IsDB member countries through
promotion o f co-operation,
and
exchange of expertise, experiences and
information among them. The programme supplements the IsDB's regular
technical assistance programme. The
activities
under
the
Technical
Cooperation
Programme
include
recruitment of experts, facilitation of
on-the-job training and organisation of
seminars and workshops in development-oriented issues and activities. Up
to end of 1424H, 1133 operations
amounting to US$24.2 million were
approved under the Programme.
Non-Governmental Organizations
and Women in Development Unit
The IsDB established an NGO Unit in
1418H (1997), followed by the Women
in Development Unit in I419H (1998).
Both units were later moved to the
Technical Cooperation Office and were
merged to become the NGOs and
Women in Development Unit. The Unit
was mandated to concentrate on "training for capacity building" for the NGOs
/425

and women's organizations, and to
organize regional workshops for them.
The overall aim is to strengthen the role
of NGOs in micro- financing and poverty alleviation, and to enable women to
participate in, and benefit from, the
process of socio-economic development. These activities are also meant to
assist businesswomen in their participation in the process of private sector
development in their respective countries. During 1424H, the Bank approved
24 operations related to NGOs and
Women in Development amounting to
USS527.50 thousand as compared to 19
operations amounting to US$323.00
thousand in 1423H.
ACTIVITIES OF T H E OTHER
E N T I T I E S O F T H E ISDB G R O U P
Islamic Research and Training
Institute (IRTI)
IRTI is an organ of the IsDB that undertakes, as its regular functions, research,
training and information-related activities to help the member countries and
Muslim communities in non-member
countries in conducting their economic,
financial and banking activities in
accordance with the teachings o f
Islamic Shariah, and in promoting cooperation among them. It puts out
research publications, organizes seminars and workshops and offers a number of training courses. The information
activities of the IRTI include the design,
implementation and maintenance of the
web-based information systems to benefit the member countries.
IRTI organized 17 seminars and conferences in 1424H on various topics. It has
also organized 29 training programs on
various subjects. In the area of information technology, the IRTI has developed
the Islamic Banks and Financial
Institutions Information System (IBIS),
the IsDB Database on Experts (IDBDE)
and the Trade Information and
Promotion System (TIPSys). It also

ISLAMIC B A N K I N G
continued with the pubhcation of a scientific journal Islamic Economic
Studies in three languages (Arabic,
English, and French).

member countries to introduce itself to
the market. It has also started to identify strategic partners with which it
intends to cooperate in the near future.

Islamic
Corporation
for
the
Promotion of Private Sector (ICD)
The ICD was established in Rajab
1420H (November 1999) with an
authorized capital of USS 1.0 billion, of
which US$ 500 million is available for
subscription; US$263.4 million are
already paid-in. The subscribed capital
is divided among
the Islamic
Development Bank (50 percent), the
member countries (30 percent), and the
public financial institutions in member
countries (20 percent). The ICD is
located in Jeddah, with regional and
functional offices to be established in
other member countries at a later stage.

Islamic
Corporation
for
the
Insurance of Investment and Export
Credit ( I C I E C )
The Bank established, at the initiative
of the COMCEC, the Islamic
Corporation for the Insurance o f
Investment and Export Credit (ICIEC)
in 1415H (1994), as an autonomous
subsidiary based in Jeddah, Saudi
Arabia. The Corporation started its
operations in July 1995, with an authorised capital o f ID 100 million, with 50

The ICD is set to complement the role
of the Bank through the development
and promotion of the private sector as a
vehicle for economic growth and prosperity, and carries the following objectives:
-*
Identifying opportunities in
the private sector that could function
as engines of growth.
-*
Providing a wide range of
Shari'ah compatible financial products and services.
-»
Expanding access to Islamic
capital markets by private companies
in IsDB member countries.
Since the inception of the Corporation,
the Board of Directors of the ICD has
approved 33 projects amounting to
US$189.98 million in sectors such as
information technology, telecommunications, healthcare,
agro-business,
finance and manufacturing. Types of
operations used were equity investment,
leasing, installment sale, Istisna'a and
lines of financing. Furthermore, the
Corporation, being a new institution,
has participated in selected seminars in

The
IsDB
launched
its
Technical
Co-operation
Programme (TCP) in I403H
(1983) to help mobilize the
existing technical
capacities
and capabilities in the IsDB
member countries
through
promotion of co-operation,
and exchange of expertise,
experiences and information
among them.

percent subscribed by the Bank and
fully paid. Meanwhile, 34 OIC member
countries have subscribed to the
remainder
o f the
capital. The
Corporation provides export credit
insurance to cover the non-payment of
export receivables resulting from commercial (buyer) or non-commercial
(country) risks. It also offers investment
insurance against country risks, such as
risks of exchange transfer restrictions,
expropriation, war and civil disturbance
and breach of contract by the host government. At the end of 1424H, the total
number of policies reached 78, with
commitments of US$325 million and
exposure of US$153 million.

International Centre for Bio-saline
Agriculture (ICBA)
As a reflection of the Bank's continued
interest to provide support and assistance to the development of agriculture
in
the member
countries,
the
International Centre for Bio-saline
Agriculture (ICBA) was established
with the initiative of the IsDB, to focus
on forage and environmental greening
projects in the countries of the Gulf Cooperation Council, and to undertake
research and development on saline
water irrigated agriculture. It supports
scientific and technical cooperation and
manpower development through special
programs targeted to areas where agricultural production is limited by inadequate soil conditions and water salinity.
The ICBA implements collaborative
projects in the public and private sectors
in several IsDB member countries,
including those undertaken with various
ministries, agencies and private companies. The Centre has also organized
training courses on bio-saline agriculture. Furthermore, it secured financial
support from various funds and agencies to train technicians and scientists
from the least-developed IsDB member
countries in its training courses that aim
to facilitate technology exchange
among IsDB member countries. During
1424H, ICBA made, among other
things, a considerable progress towards
developing a US$3.79 million 4-year
proposal to grow forage crops with
saline water on marginal land in six
countries in the West Asia and North
Africa region for submission to selected
donors for funding. It also held four
training courses during the year - two at
its headquarters and one each in
Uzbekistan and Syria. A total of 74
trainees took part in these training
courses.
Awqaf Properties Investment Fund
The Awqaf Properties Investment Fund
(APIF), launched in 1997 by IsDB in
collaboration with nine participants.
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aims to promote the role of Awqaf in
economic, social and cultural development of the Islamic society, by developing, investing in, and managing Awqaf
real estate in IsDB member and other
countries. The subscribed capital of the
Funds was US$51 million, which with
the receipt of new requests for participation, was increased to US$55 million
in 1423H. Up to the end of 1424H, the
APIF had approved a total of 24 operations amounting to US$93.28 million,
of which US$58 million were for the
development of Awqaf property and the
balance for management of Fund's liquidity.
World Waqf Foundation
The establishment of the World Waqf
Foundation was the second initiative of
the IsDB in the area of promotion of
Awqaf The Foundation is administered
by a Board composed of individuals
(waqif) who paid at least one million
dollars. It aims to support and promote
the Waqf approach to economic and
social development, encourage the
establishment of an international Waqf
entity by philanthropists and charity
organizations, and manage Waqf properties entrusted to it. The IsDB has
made an initial contribution of US$ 25
million to the capital of the Foundation.
During 1424H the Waqif s Board elected an Executive Committee under the
chairmanship of the President, IsDB.
This committee has organized a strategy
for the Foundation which at present has
15 shareholders. The total value of their
shares amounts to approximately
USS42 million.
The Sacrificial Meat Utilization
Project
This is an important project for the benefit of Muslims in member and nonmember countries, which was started as
an assignment from the Kingdom of
Saudi Arabia. It aims to serves the pilgrims during Hajj by undertaking the
required slaughters on their behalf and
14
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according to the required religious
norms. Furthermore, it ensures the distribution of the meat so obtained to the
needy Muslims in different parts of the
world. In the five year period1420H1424H, the meat of more than 2.90 million animals were distributed in 27
member countries and Muslim communities in other countries.
R O L E O F T H E B A N K IN P R O MOTING ECONOMIC COOPERATION A M O N G M E M B E R C O U N TRIES
Assistance to Member Countries in
WTO-Related Areas
Closely following the global changes
created by the conclusion of the
Uruguay Round Agreements and the
resulting challenges created for the
member countries in adjusting to the
new system under the World Trade
Organization (WTO), the IsDB has
launched a number of initiatives in
order to provide technical assistance to
the member countries. One facet of
these activities relate mainly to member
countries that are already WTO members. The IsDB has been organising
consultative meetings of the OIC member countries in Jeddah as well in the
cities where WTO ministerial meetings
have been held so far to help in crystallising the issues relating to the
Ministerial Meetings and forging of
common positions among the OIC
member countries on matters of mutual
commercial interest.
The second facet of Bank's WTO-related technical assistance activities aims at
capacity-building in the member countries that are aspiring to become WTO
members, in support of their accession
efforts. In this regard, the IsDB programme encompasses holding of workshops/seminars
on
the
WTO
Agreements, conducting trade policy
courses for the trade officials of the
member countries and undertaking of
1425

During 1424H, the IsDB
organized the following
NAH'O-related activities:
1) Three-week Trade
Policy C o u r s e in English,
Jeddah, Saudi Arabia, 28
June-16 July 2003.
2) Joint W o r k s h o p with
W l P O on Establishment
of Intellectual Property
Regime for the Maldives,
Male, Maldives, 16-17
November 2003.
3) T h r e e Consultative
Meetings of the O I C
Countries in Preparation
for the 5th W T O
Ministerial Conference in
Geneva, Jeddah and
Cancun on I -2 May 2003,
27-28 July 2003,9
September 2003, respectively.
4) Post-Cancun Dialogue
for the O I C Countries to
Discuss and Evaluate the
Results of the 5th
Ministerial Conference,
Geneva, Switzerland, 2-3
December 2003.

country specific projects. So far the
Bank has financed/co-financed twentyfive seminars and workshops (including
two regional seminars jointly held with
the ITC on technical barriers to trade
and sanitary and phyto-sanitary measures), and six trade policy courses
under this programme. In addition, the

'
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Bank has approved specific requests for
technical assistance received from a
number of countries and has been processing several others for the requisite
action to be taken on them.
During 1424H, the IsDB organized the
following WTO-related activities:
1. Three-week Trade Policy Course in
English, Jeddah, Saudi Arabia, 28
June-16 July 2003.
2. Joint Workshop with WIPO on
Establishment
of
Intellectual
Property Regime for the Maldives,
Male, Maldives, 16-17 November
2003.
3. Three Consultative Meetings of the
OIC Countries in Preparation for the
5th W T O Ministerial Conference in
Geneva, Jeddah and Cancun on 1-2
May 2003, 27-28 July 2003, 9
September 2003, respectively.
4. Post-Cancun Dialogue for the O I C
Countries to Discuss and Evaluate
the Results of the 5th Ministerial
Conference, Geneva, Switzerland, 2-3
December 2003.
In addition, the Bank also provided
trade-related technical assistance to
three member countries viz. Sudan,
Kyrgyz Republic, and Kazakhstan.
Co-operation of the IsDB with the
Private Sector
Private sector development is an important
area
of
IsDB
activities.
Accordingly, the Bank has, in recent
years, intensified its efforts to support
the development of the private sector in
the member countries, so that a full
advantage could be taken of the opportunities created by the recent trend of
globalization-cum-multilateral trade
liberalization and integration of the
world's financial system. The initiatives
and activities relating to the private sector include, among other things, the creation of private sector entities by the
IsDB, namely;

(i) Islamic Corporation for Insurance
of Investment and Export Credit
( I C I E C ) ; (ii) Islamic Corporation for
the Development of the Private
Sector (ICD);
(iii) IDB Infrastructure Fund;
(iv) Islamic Banks Portfolio (IBP);
and (v) IDB Unit Investment Fund
(UIF).

issues of common interest to the member countries, as well as the Bank. The
outcome of these symposia, with recommendations put out at the national,
regional and IsDB levels, reflect the
current problems and needs, as well as
the concomitant action that should be
taken by the member countries and the
Islamic Development Bank.

These entities carry a special private
sector focus in their activities, as a
reflection of the increasing emphasis
placed by the IsDB on private sector
development in the member countries
and of the Bank's efforts to expand the
role of private initiative in national
development and promotion of co-operation among member countries through
investment links.

The IsDB organized its latest symposium on the subject of "Cooperation
Among OIC member Countries for
Intra-Investment". This symposium was
held in Almaty, Kazakhstan, in Rajab
1424H (September 2003), in conjunction with the Annual Meeting of the
Bank's Board of Governors. The
Symposium emphasized the need for
closer economic cooperation among
member countries of the Organization
of the Islamic Conference (OIC) by
strengthening their networking capacity
in order to promote intra-investment
and mobilize adequate resources for
achieving sustainable development and
alleviating poverty.

Another important initiative in this area
was the organizing of the Workshop on
Private Sector Investment in Member
Countries and the Role of IsDB in
Istanbul in September 2002. The outcome of the Workshop was discussed
during the Exchange-of-views Session
of the Eighteenth COMCEC in October
2002, and the recommendations of the
experts were made a subject of regular
follow up in the future. These were also
discussed in a meeting of the Working
Group on COMCEC projects in Ankara,
Turkey, in March 2003, and were later
approved by the COMCEC. The relevant institutions are in the process of
implementing these recommendations.
Finally, the IsDB continued to participate in the annual private sector meetings organized by the Islamic Chamber
of Commerce and Industry in different
countries under the aegis of the COMCEC.
The IsDB Symposia
For the last fourteen years, the IsDB has
been organizing symposia in conjunction with the armual meeting of its
Board of Governors. The subject matters comprise a diverse spectrum of

Declaration
on
IsDB
Group
Cooperation with Member Countries
in Africa
The Governors
of the Islamic
Development
Bank adopted
the
Declaration
on
IsDB
Group
Cooperation with Africa, on the occasion of its 27th Annual Meeting, held in
Ouagadougou
(Burkina Faso) in
October 2002. In that Declaration, the
Governors "reaffirmed the commitment
of the IsDB Group to accord specific
attention to these countries under its
operational activities". It was declared
that the IsDB would aim at accelerating
economic growth and contributing to
the fight against poverty. While the
social sectors (basic education, technical/vocational training, safe drinking
water, etc.) will be the main beneficiaries of IsDB financing, growing support
will also be extended to infrastructure,
agriculture and food production, private
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sector promotion, intra-trade, investment promotion, project implementation, as well as technical cooperation
and science and technology development. It was decided that the IsDB
Group should target an overall financing of US$ 2 billion for the African
LDMCs over the following five-years.
In 1424H, to operationalise the
Declaration, 38 operations totaling
US$328 million were approved against
a target of US$295 million set for the
year.
C O O P E R A T I O N O F ISDB W I T H
NATIONAL, R E G I O N A L / I N T E R NATIONAL
ORGANISATIONS
In another sphere, the IsDB seeks to
enhance its cooperation and collaboration with national development financing institutions, regional organisations
involving Bank's member countries, as
well as with other international financing and development organisations.
This is not only to support economic
cooperation efforts among member
countries in different economic groupings, but also to harmonize policies and
procedures with similar institutions in
order to serve the member countries
better in supporting their national development efforts and in helping them face
the ever-increasing global challenges.
Cooperation of IsDB with National
Development Financing Institutions
(NDFIs)
Cooperation
with
National
Development Financing Institutions of
the member countries is an important
facet of the IsDB's overall interest and
desire to contribute to the overall economic development of its member
countries. The Bank organizes annual
meetings with the NDFIs on the sidelines of the Armual Meetings of its
Board of Governors, where many issues
related to cooperation and coordination
among the NDFIs are discussed.
Furthermore, in these meetings, the
16
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NDFIs are invited to fully utilize IsDB's
technical assistance facility in the areas
of feasibility studies and capacity building. The Bank has taken measures to
improve its operational relations with
the NDFIs for a greater utilization of the
lines of financing, by provision of 'free
limits' and authorization to the NDFIs in
the approval of sub-projects up to 25
percent of the overall approved amount
of the lines of financing. In return, a
margin of 3-5 percent is secured for
them over and above the IsDB's markup.

The IsDB seeks to enhance
its cooperation with national
development financing institutions, regional
organisations involving Bank's member countnes, as well as with
other international financing
and development
organisations. This is to support economic cooperation
efforts
among member countries in
different economic
groupings and to harmonize policies and procedures
with
similar institutions in order
to serve the member countries better in
supporting
their national
development
efforts and in helping them
face
the
ever-increasing
global challenges.

Co-operation
with
Other
Development Financing Institutions
in Member Countries and the Coordination Group
The Bank is a member of the 8-member
Coordination Group since 1976io,
which implements a more structured
cooperation and collaboration among its
members that extends beyond a simple
co-financing partnership. The Group, in
1425

its annual meetings and outside, deliberates on CO financing of projects and
enhancing of working relations among
its members. It holds consultations on
matters of common interest; monitors
the implementation of co financed projects; undertakes joint missions; and
exchanges information and views relating to various financial issues, like
appraisal reports, financing plans, overdues and information strategy. New
areas of cooperation are also being
added like helping the Central Asian
countries in the implementation and
rehabilitation of projects. In this connection, a number of Round Table meetings have already been held in some of
these countries. InI424H, the overall
IsDB co-financing amounted
to
US$220.87 million out of a total of
US$891.23 million. The share of IsDB
in co-financed projects was 24.8 percent.
Co-operation of the IsDB with SubRegional
and
Regional
Organizations/ Institutions involving
the Member Countries
The IsDB remains convinced that great
potentials exist for cooperation and further development in the regional economic groupings participated by the
member countries, keeping in view the
size of the existing and potential markets made up of the 55 IsDB member
countries with enormous trade opportunities, an abundance of natural, human,
and financial resources, as well as highly valuable technical skills. Based on
these endowments and potentials, the
Bank has continued to emphasize the
need for promoting more extensive economic, commercial and technical cooperation at the level of regional groupings. One example of specific bilateral
action already taken with regional
groupings is the signature by the IsDB
of a Memorandum of Understanding
(MOU) with the Economic Cooperation
Organization (ECO), based on which
the Bank has provided financial and

ISLAMIC B A N K I N G
technical assistance for the implementation of ECO projects in different fields.
The IsDB has implemented a number of
projects through regional organizations.
One such project is the "Development
of Hydraulic Master Plan for Gambia
River" which was executed through the
Gambia
River
Development
Organisation (OMVG) which comprises Senegal, Guinea, Guinea Bissau and
Gambia. Another example is the
"Development of Livestock in Liptako
Gourma Region" project, which was
executed through the Liptako Gourma
Authority with Burkina Faso, Niger and
Mali as members.
Finally, the IDB also maintains close
contacts with and co-operation is being
carried on among regional groupings
involving its member countries, like
cooperation initiatives and joint activities
of Economic
Cooperation
Organization (ECO) and Association of
South East Asian Nations (ASEAN),
Gulf Cooperation Council (GCC) and
ASEAN, Arab Maghreb Union (AMU)
and Economic Community of West
African States (ECOWAS),
ECOWAS
and Common Market for Eastern and
Southern Africa (COMESA),
and
COMESA and ASEAN.
Promotion
of
Inter-regional
Economic
Cooperation
among
Regional Organizations of IsDB
Member Countries
The IsDB has always viewed regional
economic groupings of its member
countries as a significant contributor to
its overarching objective to promote
economic cooperation among its member countries. Consequently, the Bank
has made it a policy to cooperate with
and support these groups in different
ways. In this context, these regional
organizations are invited to the Annual
Meetings of the IsDB Board o f
Governors. On the occasion of the IsDB
Governors' Meeting in Beirut in

November 2000, the representatives of
some of these organizations held an initial meeting to exchange views on further cooperation among themselves. As
a further initiative to develop and
expand the relations between different
regional groups, and to encourage them
develop concrete modalities and projects of inter-regional cooperation, the
Bank invited experts from a selected
number of these regional groupings for
a meeting at its headquarters in June
2002. The experts held extensive deliberations on their existing activities and
on possibilities o f promoting interregional cooperation amongst themselves.
As part of the recommendations they
have adopted, the experts delineated a
set of priority sectors for such cooperation, agreed to develop a Work
Programme of joint activities and projects, and to meet regularly in annual
meetings for follow-up and implementation of the decisions taken. Work is
presently in progress to finalize, as soon
as possible, the draft Programme. The
Arab Maghreb Union (AMU),
the
Common Market for Eastern and
Southern
Africa
(COMESA),
the
Economic Cooperation Organization
(ECO),
the Islamic Chamber of
Commerce and Industry (ICCI), the
League of Arab States and the
Economic and Monetary Union of West
Africa (UEMOA) are actively participating in this initiative.
Co-operation
with
other
International
Agencies
and
Organisations
The IsDB also keeps close contacts with
various multilateral and regional financial institutions, including the World
Bank, the International Monetary Fund
(IMF), the Asian Development (AsDB),
the African Development Bank (AfDB),
the European Bank for Reconstruction
and Development (EBRD), the Food
and Agricultural Organization of the

United Nations (FAO), the International
Fund for Agricultural
Development
(IFAD), the International Trade Centre,
Geneva (ITC), the United Nations
Conference on Trade and Development
(UNCTAD),
the
United
Nations
Development Programme (UNDP) and
the World Trade Organization (WTO).
The Bank aims, through such contacts,
to further expand its cooperation and
collaborations with these institutions
through a broader vision on economic
development.
The IsDB and the UNESCO have cooperation agreements in the area of education, especially in support of the various
needs of the Least Developed member
countries in Africa. The IsDB has a
Memorandum
of
Understanding
(MOU) signed with the World Bank to
strengthen and broaden the partnership
between the two institutions. A similar
understanding has been developed with
the IMF to strengthen cooperation and
collaboration between the two organizations in various areas of common interest. On the other hand, the World Bank
experts have contributed substantially
to the establishment of the IsDB Live
Data Base, which became operational in
1423H.
The IsDB regularly participates in the
IMF-World Bank annual meetings. It
takes an active part in both the
Development Committee Meetings, as
well as the Meetings of the Multilateral
Financial Institutions (MFI's) in an
effort to join hands with them to harmonize policies, procedures and practices
to further improve the effectiveness of
development assistance and support. As
a concrete extension of this cooperation, the IsDB organized a meeting of
the Heads of MFI's in September 2003
in Dubai to discuss a number of issues
of common interest. The meeting provided an opportunity to share views and
experiences on how these institutions
could contribute more effectively to;
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(a) promotion of inter-regional cooperation,
(b) harmonization of operational
policies and procedures, and
(c) assisting the private sector to play
its due role in poverty alleviation,
economic growth and sustainable
development in member countries.
CONCLUSION
This document has highhghted the role
and activities of the Bank in terms of its
various operations such as project
financing, technical assistance, trade
financing, Waqf Fund operations, and
activities of the other entities of the
IsDB Group. It has also tried to capture
the Bank's role in OIC economic cooperation activities, as well as cooperation
with international, regional, and subregional organizations involving member countries.
Despite all its efforts over the past 29
years in promoting economic development in member countries, the latter
continue to face serious challenges such
as high incidence of poverty, food insecurity, low level of human development, weak private sector, low levels of
technological development, high external debts, etc. as well as the challenges
emerging from globalization resulting
from the new multilateral trading system and rapid technological advancements. These challenges of member
countries are in turn the major challenges of the Bank. The solutions to
these problems are not easy. They
require an enormous amount of financial and human resources coupled with
right macroeconomic policies, political
stability, and security. The magnitude of
the problems is beyond the capacity of
any single development financing insti-
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tution. Within its limited resources the
Bank is doing its best to enhance the
effectiveness of its development assistance to member countries.

Footnotes
1. B A D E A stands for Arab Bank for
Economic Development in Africa.
2. OIC stands for Organization o f the

The IsDB Group has recently adopted a
Strategic Framework which includes
the strategic objectives and priority
areas on which the Group members
would focus during the next five years.
This would enable them to improve
efficiency and service delivery to member countries and overcome some of the
challenges facing them in the new global environment. The major Strategic
Objectives that have been identified to
drive the Group's actions forward are:
(1) poverty alleviation, (2) promotion of
cooperation amongst member countries, and (3) promotion of Islamic
banking andfinance. The Priority Areas
(enablers) that will lead to the realization of these Strategic Objectives are:
(i) human development, (ii) agricultural
development an food security, (iii)
infrastructure development, (iv) private
sector development, (v) intra-trade
between member countries, and (vi)
research and development (R&D) in
Islamic banking and finance.

Islamic Conference..
3. Afghanistan, Bangladesh, Benin, Burkina
Faso,
Mali,
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Comoros,

Djibouti,

The

Mauritania, Mozambique, Niger,

Senegal, Sierra Leone, Somalia, Sudan,
Togo, Uganda, and Yemen.
4. Albania, Azerbaijan, Kyrgyz Republic,
Palestine, Tajikistan, and Uzbekistan.
5. Islamic Dinar (ID) is the unit of account
of the Bank which is equivalent to one
Special Drawing Right o f the International
Monetary Fund (IMF),
6. The lines include leasing, installment sale
or combined lines o f leasing and installment
sale.
7. See footnote 2
8. Benin, Burkina Faso, Cameroon, Chad,
Gambia, Guinea, Guinea Bissau, Mali,
Mauritania, Mozambique, Niger, Senegal,
Sierra Leone and Uganda.
9. Benin, Burkina Faso, Mali, Mauritania,
Mozambique, and Uganda
10. The members of the Coordination Group
are: the Abu Dhabi Fund for Development;
the

The Bank is convinced that there exists
an enormous economic potential in the
member countries that has not yet been
fiilly exploited. It is currently preparing
to organize, in collaboration with the
COMCEC, a high-level meeting on promotion of intra-trade and intra-investment among member countries. This
meeting would bring together players in
the private sectors as well as high-level
government officials including ministers of trade/economy to discuss the relevant issues. The meeting is expected to
make concrete recommendations which
could lead to tangible results.

Chad,

Gambia, Guinea, Guinea-Bissau, Maldives,

OPEC

Fund

Development;

the

for
Saudi

International
Fund

for

Development; the Arab Fund for Economic
and Social Development; the Kuwait Fund
for Arab Economic Development; the Arab
Bank for Economic Development in Africa;
the Arab Gulf Programme
Nations

for United

Development

anizations

(AGFUND); and the Islamic Development
Bank.
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N E W S MONITOR
Bahrain
F I I B and L M C A n n o u n c e
Issuance of S u k u k
The First Islamic Investment Bank
(FIIB) and the Liquidity Management
Centre (LMC) have announced the
issuance of a 75 million euros Islamic
Sukuk (bond) offering by the bank.
The Sukuk issue, known as First
Islamic Registered Aman Euro Notes
(Euro FIRSAN), was oversubscribed by
25 million euros. LMC is acting as the
Sukuk Manager for Euro FIRSAN.
FIIB's Vice Chairman Abdulaziz
Aljomaih said: "We are pleased with the
strong response to First Islamic's Euro
FIRSAN offering, which constitutes the
bank's second Sukuk issue following an
equally successful $100 million offering in April 2003. Both issues have
been aimed at further strengthening
First Islamic's balance sheet and providing financing for its increased investment activities in the European market.
We appreciate the support provided by
LMC, which has contributed significantly to the success of this offering."
LMC Chairman Hussein A l Meeza said,
"First Islamic is one of the most innovative financial institutions in the region
and we are pleased to support the bank's
ongoing expansion into the European
market. The strength of the bank and the
investment opportunities it offers are no
better reflected than by the impressive
investor response, which saw the size of
the offering increase from an initial 50
million euros to 75 million euros in
order to accommodate strong investor
demand.
FIIB's Chief Executive Officer A t i f A.
Abdulmalik said, "We are close to completing our first European corporate
investment and the proceeds from the
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Euro FIRSAN offering will enable us to
significantly increase our deal flow in
Europe, where we continue to seek and
identify compelling opportunities for
our bank and regional investors."

Ebrahim Hussain Ebrahim
A p p o i n t e d G e n e r a l Manager
Gulf Finance House, a Bahrain-based
Islamic investment bank, has appointed
Ebrahim Hussain Ebrahim as General
Manager of its new Islamic Commercial
Bank which w i l l be launched in
December He is a Bahraini national,
and a holder of an M B A in Finance and
a BSc degree in Economics, and has
over 23 years of experience in various
fields of the banking industry.

Iran
I D B A p p r o v e s $40 million
Credit
for
Iran's
Car
Company
The Islamic Development Bank (IDB)
has approved USS 40 million of credit
for Iran's SAIPA car manufacturing
company.
The agreement to grant a 40 million
dollar loan to SAIPA was signed by the
company's Managing Director Ahmad
Qalehbani and Head of IDB Ahmad
Mohammad-Ali here during the 29th
annual conference of IDB, said a report
released by SAIPA press headquarters
at the site of the conference.
The Islamic Development Bank, based
on the agreement, is scheduled to grant
the loan to SAIPA and SAIPA-DIESEL
to import auto parts for trucks and vehicles. After signing the agreement,
Qalehbani said that IDB has agreed to
grant the loan to SAIPA after assessing
a positive performance of the company
in recent years.
1425

The 29th aimual conference of IDB was
held in Tehran on 14 and 15 September,
attended by 68 Islamic banks from 23
countries. The bank was established in
1975 with the aim of assisting Islamic
countries' economic and social development plans and after 29 years it has
55 member countries from Asia, Africa,
Europe and South America. The bank
whose function is based on Islamic
banking rules and procedures has
approved more than dirs 23 billion in
credit to its members since its inception.
The IDB's capital is equal to 15 billion
Islamic Dinar which is equivalent to
dlrs 1.32 in Special Drawing Rights at
the IMF. The conference was attended
by representatives from Sudan, Yemen,
Bahrain, Qatar, Kuwait, Saudi Arabia,
Iran, UAE, South Africa, Azerbaijan,
Turkey, Tunisia, Malaysia, Indonesia,
Mauritania, Algeria, Russia, Lebanon,
Bosnia
and
Herzegovina
and
Bangladesh.

Jordan
7th A n n u a l Islamic F o r u m
Participants highlighted risks facing the
activities o f Islamic banks and other
financial institutions at the conclusion
of the seventh annual Islamic forum.
During the forum, organized by the
Arab Academy for Banking and
Financial Sciences and attended by over
200 financial experts, economists and
decision makers, the participants
stressed the importance of working to
create large financial entities, and to
support Islamic banks.
Meanwhile, Secretary General of the
General Council for Islamic Banks and
Financial Institutions, Ezzedine Khoja
revealed that preparations are under
way to establish an international Islamic
bank at a capital reaching $2 billion.
The secretary general indicated that the
international Islamic bank will play a

NEWS MONITOR
large role in terms of supporting Islamic
banks, pointing out that the preparations
for the new project are expected to be
finalised by the end of this year.

Malaysia
islamic Banking Poised to
Double its G r o w t h in T e r m s
of Market S h a r e by 2010
Islamic banking is poised to double its
growth in terms of market share by
2010 when compared to now, said the
Minister in the Prime Minister's
Department, Dr Abdullah Muhammad
Zin. "The total assets of the Islamic
banking system as of August 2004 were
valued at RM89.1 billion, representing
10 percent of the total assets of the
entire local banking industry," he told
the 2nd International Islamic Banking
and Finance Conference, here.
In terms of deposits, the Islamic banking system attracted RM64 billion or
10.4 percent of the total deposits
received. At the same time, Islamic
banking has provided financing worth
RM54 billion or 11 percent of total
fmancing mobilized by the whole banking industry, said Abdullah.
"Even though the current trend shows
the target (of double growth in market
share) is achievable, we have to appreciate that the conventional banking system is also trying to maintain and
strengthen its position in the market,"
he said. At the end of 2003, he said the
Islamic sector had established Shariahbased unit trust funds amounting to
RM4.75 billion or 6.8 percent of total
unit trust funds. Abdullah said Islamic
banking was not only practical and
acceptable for everybody but competifive and reliable. A plus point for
Muslims was that it was also Shariahcompliant, he said.

Muslim scholars needed to have united
opinions in terms of product development, not only at the domestic front but
also at the international level, he said.
" I am particularly concerned about the
effects of our creativity and innovation
on consumers, especially Muslim consumers, and must be sensitive to their
effects because we had seen how differences of opinions in the past had led to
confusion and rejection of certain products by Muslim consumers," he said.
Therefore, he said it was important for
Islamic banking institutions to achieve
consensus at domestic and international
levels before introducing new products.
The 2nd International Islamic Banking
and Finance Conference is jointly
organized by Institute o f Islamic
Understanding
Malaysia
(IKIM),
Monash University Malaysia and
Islamic Development Bank, Jeddah.

BPIMB
to
issue
RMIb
Islamic Bonds Y e a r - E n d
B A N K Pembangunan dan Infrastruktur
Malaysia Bhd (BPIMB) will issue longterm R M l billion Islamic bonds before
year-end to raise money for the funding
of future infrastructure projects.
BPIMB president and managing director Datuk Abdul Rahim Mohd Zin said
the bank is targeting long tenure for the
debt papers, possibly a 15-year bond. "It
is under way and we hope to complete
the bond issuance before the end of the
year "We'd like to finance some of the
projects based on Syariah principle,"
Abdul Rahim told a news conference
after the signing of the loan agreement
between Mines Golf Resort Bhd and
BPIMB in Seri Kembangan.
Bond dealers had earlier expected the
BPIMB bonds to be rated highly as the
papers w i l l most likely be governmentguaranteed. They also believed the

long-term bond will be well-received by
the market due to BPIMB's creditworthiness and strong demand from
investors for Islamic debt papers.
Industry players also expect the
Syariah-compliant bonds to be issued in
a number of tranches to match different
funding time-tables.
Asked on the proposed streamlining of
roles between BPIMB and Bank
Industri dan Teknologi Bhd as stated in
the recent Budget 2005, Abdul Rahim
said the bank will have a meeting with
the Finance Ministry soon to talk about
the Government's plan and implications
from Budget proposals. "We have not
received any detail fi'om the ministry. I
don't have any idea on what it entails,"
he said.
He, however, said there isare some
overlapping functions between Bank
Industri and BPIMB in terms of financing for small- and medium-sized industries. "Although Bank Industri's focus in
on technology, ours is more varied and
open to all sectors. I assume probably
that is one of the areas which could be
streamlined," he said. The Government
is expected to restructure the two development financial institutions - Bank
Industri and BPIMB - to make them
more focused and avoid duplication. On
another development, Abdul Rahim
said BPIMB has asked for an additional
RM500 million allocation from the
Government for the Special Fund for
Tourism 2 (SFT2) as the existing
RM400 million initial allocation is
almost used up. He also said so far, the
bank has approved financing facilities
for 122 projects amounting RM358 million under SFT2.
"We have almost reached R M I billion
applications for projects under SFT2 ...
ifs very popular," he added. He said
said BPIMB has put in the request to the
Govermnent for increased allocation for
SFT2 before Budget 2005 was tabled.
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United A r a b E m i r a t e s
HSBC Amanah
Subscriptions

Re-opens

The HSBC Amanah has re-opened subscriptions in the Dynamic Allocation
Shield Fund, the fifth issue in the
Sharia-compliant
HSBC Amanah
Principal Protected Fund series, a
release said.
It aims to provide a chance to invest in
some of the largest Sharia-compliant
international companies while limiting
the risk of losses on the capital invested.
Unlike other Sharia-compliant capital
protected flinds, the HSBC Amanah
Dynamic Allocation Shield Fund
invests in a diversified portfolio of up to
60 stocks selected from the DJIM World
Index to deliver long-term capital
appreciation.
The portfolio of the fiind is, however,
constantly monitored and re-balanced
through a market sensitive Dynamic
Allocation Policy, which provides indications on the optimal split between
equity investments and other safer
short-term Sharia-compliant investments to ensure that the fund is able to
deliver the stated level of capital protection at maturity irrespective of equity
market performance. Investors will be
able to subscribe for shares at the net
asset price announced by the fund at the
end of each calendar month and will
enjoy a degree of capital protection at
maturity depending on the paid purchase price.

A D I B Opens New Branch
The Abu Dhabi Islamic Bank has officially opened its new branch in Madinat
Zayed, the Western region. The new
branch is the latest addition in a program of expansion and improvement of
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ADIB'S delivery network aimed at
reaching customers in all comers of the
UAE.

Dubai Islamic B a n k Offers
First
Structured
Islamic
Financing for S u g a r I m p o r t s

The new branch was inaugurated by His
Highness
Sheikh Abdullah Bin
Mohammed Bin Butti A l Hamed,
undersecretary, court o f the Ruler's
Representative in the Western Region,
in a ceremony. It is worth mentioning
that ADIB has been offering its various
Islamic Banking services in Madinat
Zayed since 2001 through an old branch
that is now being replaced with the new
branch.

Dubai Islamic Bank (DIB) and A l
Khaleej Sugar Co (L.L.C.) signed the
Emirate's first structured Islamic
Commodity Finance transaction to
facilitate the import of raw sugar. The
deal, financed by DIB under the Islamic
Murabaha Agreement, is secured
through a pledge of the commodity with
SGS, the world's leading inspection,
verificafion, testing and certificadon
company acting as the Collateral manager This transaction is a fiirther breakthrough for Islamic finance, which continues to expand into new areas.

Abdul Aziz A l Mehairi, Acting CEO
Abu Dhabi Islamic Bank, issued a statement saying: "ADIB recognized the
importance of the western region early
on, and the bank is intending to offer
new services and facilities to the people
living in the Western Region due to the
tourism and economic development that
the region is facing now. And Bank
management is pleased to announce the
opening of our new branch in Madinat
Zayed to augment the Bank's services in
the region and raise them to a new standard of excellence". M r A l Mehairi
added:" the branch is a full service
branch offering consumer, commercial
and real estate services, and including a
dedicated ladies section designed to
allow our female customers to transact
with ease and comfort. The branch will
be equipped with state of the art delivery systems and will use the highest
standards o f personalized service in
meeting customer needs".
Over the past year Abu Dhabi Islamic
Bank has increased the range of its
product offerings by adding a number
of best-of-breed products including
"Noor" for education finance, "Sahel"
for auto finance and "Best Support", an
innovative new Shari'a compliant covered card. In the near fiiture, the bank
plans to offer a number of other new
products to meet customer needs.
1425

M r Wasim Saifi, Senior Vice President
Corporate Banking, Dubai Islamic
Bank, said: "This partnership with A l
Khaleej Sugar Company is a significant
breakthrough for the bank and for commodities trading and finance in Dubai.
We regard this transaction as a forerunner of things to come and as setting new
benchmarks for bank finance in the
region. "DIB is committed to looking
for innovative ways to satisfy the wide
ranging needs of its customers. We
believe it extends the range of Islamic
finance and opens up new possibilities
both for the bank and its customers," he
added.
This landmark transaction opens a new
chapter in Dubai's growing economy
and is entirely in accordance with the
Dubai Government initiative o f
Warehouse Receipt Financing under the
Dubai Metals & Commodities Centre,
which has recently launched the Dubai
Commodities Receipt (DCR) system.
DIB is one of the founder members of
the DCR system and the only Islamic
Bank in this category. This transaction
places Dubai squarely on the map along
with other established financial centers
where commodities financing is a major
driver of the economy.
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