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ADVERTISEMENT

Raheel Mohammed,  
Founder and Director of Maslaha
Website: www.maslaha.org
Email: info@maslaha.org

n There has been a constant 
conversation between Islam and 

Muslim communities and Europe and its 
communities. It is a mutual history woven 
together through the trade in goods and 
ideas. This knowledge economy has been 
vital in the progress of societies across the 
world and new insights into science, arts, 
theology, architecture and finance. 

The Book of Travels exhibition (see 
www.thebookoftravels.org) explores this 
exchange. We illustrate how the Ottoman 
Empire socially, culturally, and financially 
touched the lives of English people 
directly in the 17th century. This thriving 
ecosystem of diverse perspectives, skills 
and talents is a heritage that we keep alive. 

‘Maslaha’ translates from the Arabic 
as ‘for the common good’ and this is 
the driving force behind all our work. 
We tackle social issues affecting Muslim 
communities as well as creating a greater 
understanding of Islam from a cultural 
and historical perspective. We combine 
religious and cultural understanding 
with social enterprise to work in areas of 
health, education and aspiration.

Central to the success of our work is 
our diverse network. Professor Michael 
Sandel, a leading thinker on political 
philosophy and a professor at a Harvard 
University, explained in a lecture at the 
London School of Economics how true 
democracy happened when we learned 
to live with each others’ differences and 
learned to bump up against one another. 
Historically, this country has been adept at 
this often messy ‘bumping’ for centuries, 
with a constant flow of migration of  
people and ideas.

This kind of rich diversity, this mix 
of communities, leads to unexpected 
innovation and new ways of addressing 
long-standing problems. During the 
course of our projects, which straddle  
a number of sectors, the mix of people  
are our most valuable asset and lead to 
new networks of collaboration.

Our online health resources, which 
tackle conditions such as diabetes, heart 
disease, pregnancy and depression  
(see www.caringforyourheart.org and 
www.talkingfromtheheart.org) have 
welcomed the participation of GPs, 
patients, Islamic scholars, therapists, 
dieticians, film-makers, Sure Start centres, 
supermarkets and schools. We have 
been fortunate enough to win awards 
for examples of good practice and have 

been endorsed by national organisations 
such as the Royal College of General 
Practitioners, Diabetes UK and Mind. 
We have also been approached by 
organisations and government agencies 
in other European countries, the US, 
Canada, India and the Gulf, who are  
also interested in using our health 
resources in their own context. 

The approach of creating knowledge 
locally with relevant communities to tackle 
a particular social issue, whether this is in 
London, Birmingham, Paris or Marseille, 
then diffusing this through online and 
offline networks, is a strategy we are 
looking to expand.

Financing these projects is vital, 
otherwise they would not happen. But 
what is also important is an investment of 
knowledge and skills into communities so 
that they are able to lead change in their 
societies. They appear to be members  
of voiceless communities because they  
do not have a significant public profile,  
but are potentially far more innovative  
and useful in tackling social issues than 
the more established or ‘creative hubs  

of the moment’. In fact, they have a huge 
voice in the cities they work in through 
the impact of their beliefs and actions. 
Less well-connected organisations need 
to learn how to leverage social, political, 
financial and cultural capital in order to 
help create systemic change.

The endlessly evolving DNA of our 
public imagination needs to be fed by  
the images and stories of the past and the 
present, and this is, above all, an open 
invitation. Our communal imagination 
contains timeless messages to be used 
and reused, not to be shelved in a dusty 
corner of our collective memory. 

Historically, religion and the imaginative 
arts have a heavy presence in this global 
and timeless archive and we all have a 
right to access this rich collection. It will 
lead to a more profound understanding  
of the world.

As the poet Seamus Heaney writes  
in his collection of essays entitled,  
The Government of the Tongue:

“Art is not an inferior reflection of some 
ordained heavenly system but a rehearsal 
of it in earthly terms; art does not trace 
the given map of a better reality but 
improvises an inspired sketch of it.”

Creating a knowledge-based economy

“I have been a GP in 
this area for 10 years 
and this has been the 
most successful health 
intervention I have used”
– Dr Nadim Khalid, GP

As seen in The Book of Travels exhibition – from the Nasser D. Khalili Collection: MSS 152.1.  
Copyright Nour Foundation. Courtesy of the Khalili Family Trust
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Jersey for  
Islamic Finance

Jersey offers Islamic investors a flexible legal 
system, measured regulatory regime and 
a tax-neutral environment that positions 
Jersey as a leading provider of the following 
Islamic Financial services.

For further information, please visit Jersey 

Finance at STAND NO. 13 or visit 

www.jerseyfinance.je

■     Islamic Asset Management and Fund

■     Domiciliation

■     Jersey Special Purpose Vehicles (SPVs) 
and Sukuk Structures

■     Corporate SPVs

■     Regulatory Provisions

■     Islamic Private Wealth Management - 
Waqf, Jersey Trusts and Foundations

www.linkedin.com/company/jersey-finance @jerseyfinance  www.youtube.com/jerseyfinance
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ADVERTISEMENT

A new relationship: marrying 
Sharia and responsible investment

By Hasan Al-Jabri, chief executive, 
SEDCO Capital

n Tun Musa Hitam, chairman of the 
World Islamic Economic Forum 

Foundation, has said that “when people 
get together for business, they forget 
their political, religious and ideological 
differences because there is one 
compelling commonality that matters most 
before them – and that is the impetus to 
be peaceful and prosperous”. Nothing 
could be truer for responsible investors 
around the world. Responsible and ethical 
investors want to create real value for 
economies and improve quality of life for 
people, wherever they live. This goal is 
shared by Sharia investors, the fi rst-ever 
responsible investors, who have long been 
focused on building a more sustainable 
fi nancial system and creating wealth for 
the world’s citizens.

The theme for the 9th World Islamic 
Economic Forum is ‘Changing World, New 
Relationships’. This resonates deeply with 
SEDCO Capital’s philosophy of linking the 
principles of Sharia to those of ethical and 

responsible investment. A new relationship 
is emerging that marries the industry’s 
defi nition of what makes a responsible 
investor with what Sharia scholars have 
always seen as principled investment. 

At SEDCO Capital we conducted 
extensive research to establish what 
we instinctively thought would be a 
symbiotic relationship between two sets of 
principles: socially responsible investment 
(SRI) and Sharia. We were delighted to 
fi nd that Sharia-compliant companies are 
more than 90 per cent aligned with those 
that an asset manager applying UNPRI 
principles can invest in. Sharia and SRI 
both focus on sustainable economic 
development, avoiding alcohol, tobacco, 
gambling and fi rearm companies, as well 
as companies that hurt the environment, 
while partnering risk and reward. 

Meanwhile, the socially responsible 
investment industry of $6 trillion and the 
slamic fi nance industry with .  trillion 
have both been on a growth trend 
over the past  years. S  assets 
under management have grown by 

26 per cent a year in Europe since 
the fi nancial crisis, compared to 
only 0.4 per cent for all assets under 
management , while global Islamic 
fi nancial assets under management have 
risen by .  per cent from  to 2. 

We recognised that by satisfying the 
SRI criteria in our funds, the universe 
of investors we could serve would 
quadruple – opening up a market of 
more than $7 trillion globally. To meet 
this demand, SEDCO Capital created 
the fi rst-ever investment funds two 
funds) that provided investors with the 

benefi ts of Sharia compliance and socially 
responsible investment. It was clear that 
the integration of environmental, social 
and governance ES  criteria adds a 
more universal approach, as well as 
an active involvement role to ensure 
compliance with ethical values to a 
Sharia-compliant investment strategy, 
while the principles of Sharia have a 
positive impact on the performance of 
S -compliant portfolios. 

ringing ES into the e uation 
changes all that. or the fi rst time ever, 
investors can take steps to preserve 
the wider environment while benefi ting 
from a Sharia-compliant approach. 
Equally, socially responsible investment 
builds on Sharia investment by adding 
in the element of active engagement 
with companies, while Sharia delivers 
investment in strong, de-levered 
companies, at the same time excluding 
usury and speculative products that do 
not add value to the real economy. 

The ‘new relationship’ of Sharia and 
socially responsible investment has the 

potential to meet the demand of a wide 
range of long-term investors who are 
working towards the same goal: adding 
value to the real economy and improving 
people’s lives. Responsible investors 
who may have never considered a 
Sharia-compliant investment strategy 
before can now reap the rewards of an 
approach that integrates both Sharia and 
responsible investment principles.

1. European SRI Study, Eurosif, 
2. Global Islamic Finance Report, 
Edbiz Consulting, May 

PR & 
Communication:
Amro A Abbas  
amroa@sedcocapital.com

For the fi rst time ever, investors can take steps 
to preserve the wider environment while 
benefi ting from a Sharia-compliant approach

Contacts for SEDCO Capital + SEDCO Capital Global Funds (SCGF):

SEDCO Capital 
Business Development:
Abdullah Zarie 
abdullahz@sedcocapital.com

SCGF Business 
Development & Distribution:
Nawaf Jamjoom 
nawafj@sedcocapital.com
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T he future of Islamic finance in the global economy looks 
bright. With 10 of the world’s 25 fastest growing markets in 
Muslim-majority countries, industry forecasts estimate that 
Islamic investments might grow to £1.6 trillion by 2015.

The UK – and London in particular – has already become 
a centre for Islamic finance. More than a dozen banks deliver Islamic 
finance transactions. There is hardly a large professional services firm 
that does not have specialist Islamic finance teams. And Islamic finance 
has helped transform London’s skyline by financing in whole or in part 
developments such as The Shard, Chelsea Barracks, Harrods and the 
Olympic Village.

I am therefore delighted that London is the first city outside of 
the Islamic world to host the World Islamic Economic Forum (WIEF), 
demonstrating the UK’s position as a global partner of choice for Islamic 
finance with the expertise, innovation and services fundamental to the 
industry’s growth. 

The Rt Hon David Cameron MP
Prime Minister of the United Kingdom

FW -Cameron.indd   15 21/10/2013   16:35



ADVERTISEMENT

An international conference for  
an international industry

n We are very pleased to be a partner of the World Islamic Economic Forum 
and are particularly pleased to be involved this year  the first time that the 

conference is held in London.
hile the historical centres of slamic finance may be in the iddle East and 

South-East Asia, the industry is now an international one – something that is 
becoming increasingly apparent in the number of countries represented at the 
ma or conferences across the world. iven this, it is only fitting that we should 
be here in London.

rom a very small starting point a few decades ago, the slamic finance 
industry is now, by some estimates, worth more than $1 trillion. This growth 
reflects not only the increasing appeal of an industry based on ethical finance, 
but also a growing demand for financial products in the regions in which 
slamic finance has been strongest. Economic growth in South-East Asia, the 

iddle East and, in particular, the .  trillion ulf market, has seen demand 
for financial services grow at a rapid pace and slamic finance has been an 
important part of that mix. 

his growth in traditional markets has been complemented by nascent 
sectors emerging in a large number of other regions across Africa, Asia  
and Europe.

Alongside this internationalisation, the industry has also seen expansion  
in the range of the products and services that it offers. From investment 
banking to retail banking, from takaful to fund management, from sukuk to 
microfinance, the increasing sophistication of the slamic finance industry  
has been an important part of its growth so far, and will be a crucial factor  
in its growth in the future.

Importantly, as the industry becomes more international and sophisticated, 
this also increases the need for institutions across the world to work together. 
wenty years ago, when we first hosted the orld slamic anking onference 

in ahrain, you could fit all the people who mattered in the slamic finance 
sector into a room considerably smaller than the E el ondon. ut as the 
industry expands globally and as it encompasses more products and asset 
classes, so too must the way that the industry meets change to reflect this.

The challenges that the industry needs to address can no longer be 
addressed by a few do en people. f we are to know what products need to 
be developed, which standards need updating or which sectors are seeing the 
strongest demand for ualified, highly skilled staff, then we need to know not 
only what is happening in the ulf and alaysia, but also what is happening  
in entral Asia, East Africa and Europe.

his is why  am particularly pleased to be meeting you in ondon this week. 
he  has a long, proud history as a financial centre. he clear commitment 

shown by the  government and the ity of ondon to build on its e isting 
position with the aim of becoming a leading player in the international Islamic 
finance sector is a very encouraging sign for the industry as a whole and one 
that can only help its development.

ahrain has been a part of the modern slamic finance industry for more 
than three decades, and we have been proud to play a role in helping to 
develop the industry to where it is today. 

We are delighted to be a part of both the World Islamic Economic Forum  
this week and the world of slamic finance as it enters its ne t phase of growth 
in the coming decades.

Kamal bin Ahmed
Minister of Transportation and  
Acting Chief Executive, 
Bahrain Economic Development Board
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For more information  
on Bahrain visit  
www.bahrain.com;  
for further information  
on the EDB visit  
www.bahrainedb.com

Islamic finance in Bahrain 
A regional centre at the heart of one of the world’s most exciting markets

A GLOBAL PIONEER

A global content and knowledge hub

 n ahrain is home to the largest concentration  
of slamic financial institutions in the world

 n A content and knowledge hub home to  
 The Accounting and Auditing Organisation  

for Islamic Financial Institutions (AAOIFI)
 he nternational slamic inancial arket  
 he eneral ouncil for slamic anks and  

Financial Institutions
 The Islamic International Rating Agency (IIRA)
 Thomson Reuters Global Islamic Finance Hub
 eloitte s slamic inance nowledge enter

Sovereign sukuk – a global pioneer

 n he first central bank in the world to develop and issue  
sukuk in 

 n Regular short-term issuance, which are often oversubscribed 
 n ong-term issuance at benchmark levels  in , the  

raised  million through a seven-year sovereign sukuk

Regulation and research – helping to  
develop industry standards

 n he first country in the world to develop and implement 
regulations specific to the slamic banking industry  

 n he first comprehensive regulatory framework specific to 
takaful and retakaful companies  

 n Investment in training and research through the Waqf Fund 
and engagement with industry and stakeholders in developing 
industry standards and the standardisation of market practices 

A REGIONAL HUB WITH EXCELLENT  
OPPORTUNITIES FOR GROWTH

The $1.5 trillion Gulf market – one of  
the world’s biggest opportunities

 n  economy is worth .  trillion and is set to grow  
to  trillion by 

 n A young and expanding population, coupled with growing 
economy is creating strong demand for financial services  
 with slamic finance at the heart of this

 n ahrain s low operating costs, highly skilled local workforce, 
excellent regional connectivity and tried and tested regulation 
make it an ideal location from which to access this market

Islamic banking – a central part  
of the financial sector

 n slamic retail and wholesale banks account for .  per cent of 
banking assets in ahrain  a share that continues to increase

 n ome to  slamic banks with assets of .  billion   
up from .  billion in  and set to e pand as 
consolidation helps to create an increasingly mature  
sector with greater scale

Takaful and funds – diversification of growth

 n Eight locally incorporated takaful firms and growing demand 
as insurance penetration in the region begins to catch up  
with international averages

 n Several conventional insurance providers are responding 
to this demand by creating takaful arms, including egal  

eneral akaful, edgulf Allian  akaful, hartis akaful  
Enaya and Solidarity eneral akaful

 n etakaful, the reinsurance arm of takaful, is also growing 
strongly and ahrain is home to several international names  
in the sector, including annover e akaful

 n ahrain is home to  locally domiciled Sharia-compliant 
funds and the sector is set to expand as a growing and 
affluent population looks to more sophisticated financial 
products, and as rapid economic growth drives more  
investors to put their money to work locally

Bahrain_placed.indd   45 16/10/2013   10:18
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I am very pleased that London is hosting the 9th World Islamic 
Economic Forum on 29-31 October 2013.

For the past eight years, the forum has met in Asia. But this 
year it will meet in the West. London will hold the first World 
Islamic Economic Forum in a non-Muslim country.

It is a recognition not only of London as a place of ideas and 
discourse; but also as a bastion of tolerance and inclusivity amidst an 
often divided world. This reputation stretches back centuries. Throughout 
its history, London’s commercial ambition has shaped its world view.

It is also a chance for Malaysia to bring a new perspective to London. 
The rise of the Islamic economy and financial services industry, for 
instance, is one of the more important stories of the past few decades.

In less than 40 years, Islamic banking has gone from an obscurity 
to a trillion-dollar industry registering annual growth rates that have 
surpassed the conventional financial system, and offering a full range 
of Islamic financial products and services. Halal, which most people 
associate with food, covers everything from pharmaceuticals and  
logistics to cosmetics and tourism; a $2.3 trillion dollar market  
providing for more than 1.6 billion Muslims.

The opportunities for London, an open city with unparalleled 
financial expertise and a diverse population, are clear. That is one of  
the reasons why, in October, the World Islamic Economic Forum will 
bring business and government leaders from both the Muslim and  
non-Muslim world here to talk inter alia about the role of women in 
business; about how to help our cities meet the challenge of growth. 
About the potential for collaboration on technology and education,  
about the role governments have in promoting economic growth,  
and about the importance of moderation and tolerance within  
Islam, as well as in the wider world.

I thank and pay tribute to Tun Musa Hitam and his team for their 
work over the last eight years, and for their inspirational proposal to 
bring the forum to London. I would also like to thank UK Prime Minister 
David Cameron and his government, and the Mayor of London, Boris 
Johnson for agreeing to host the World Islamic Economic Forum in 
London and for their cooperative work with the Forum’s secretariat.

By working together on projects that benefit both the Muslim and 
non-Muslim worlds, I believe we can find the best in each other, including 
in business; and find common ground between our cultures.

HE Dato’ Sri Mohd Najib bin Tun Abdul Razak
Prime Minister of Malaysia and Patron of the World Islamic Economic Forum
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Shape the Future
with the world’s eminent palm oil group

www.feldaglobal.comwww.felda.net.my

The Felda Group is the world’s largest oil palm plantation 
operator that manages 850,000 hectares of land bank. 

The establishment of Federal Land Development Authority 
(FELDA) in 1956 to undertake the world’s biggest and most 
successful national land development and poverty eradication 
programme has since expanded into various business 
ventures, giving birth to a number of private corporate entities. 

The largest of these, Felda Global Ventures Holdings Berhad 
(FGV) has over 90 subsidiaries and associate companies across 
four continents. Aspiring to be the leading globally diversified 
integrated agri-business, FGV is principally involved in three 
main business segments of oil palm plantation, downstream 
and sugar.

As an entity with profit-oriented target but with a social 
mission, the Felda Group accentuates sustainability in all three 
areas of people, profits and planet. These include 112,635 
settlers and around 27,000 employees, steady growth of 
income, and being an active member of the Roundtable on 
Sustainable Palm Oil (RSPO) since 2004. A strong advocate of 
green energy, our Power Plant in Sabah is the world’s first 
‘Green Electricity’ project that uses empty fruit bunches as fuel. 
FELDA currently has evolved via its transformational initiative 
of becoming the “Economic Powerhouse” by year 2020.

With a solid foundation and proven achievements, Felda Group 
is poised to chart the next phase of growth. Be our partner in 
shaping the future of the world’s largest agri-based industry. 

Together, we ensure the sustainability of the world we live in.
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I t is an honour to welcome you to London for the 9th World  
Islamic Economic Forum in what is an historic first for a city 
outside the Islamic world.

Staging this prestigious international event gives London 
an ideal platform to promote our credentials as a hub for Islamic 

finance. London’s growing strength in this prospering sector, combined 
with a one-stop-shop of first-class professional services, is helping 
to ensure that the city remains an attractive prospect for overseas 
businesses and investors.

Driven by global market demands, there’s a voracious appetite for 
Islamic products. London is already Europe’s foremost centre for the 
sector, and propelled by the arrival of the World Islamic Economic Forum, 
we want to do all we can to ensure this momentum continues.

Islamic finance is already playing a major role in shaping the 
economic and physical landscape of our capital city. The newly opened 
Shard, the extraordinary redevelopment of Battersea Power Station and 
the Olympic Village were paid for at least in part by Sharia-compliant 
finance. These developments are catalysts for high-profile, ambitious 
regeneration schemes, and as such, are driving significant economic 
growth and creating tens of thousands of jobs. 

There is enormous scope for overseas investment of this type  
in London. We have identified 33 key opportunity areas around the  
city and we are home to world-leading financial, technology, life sciences 
and creative sectors. Billions of pounds is being invested to improve our 
transport networks in order to unlock every corner of the city, whilst our 
fast-growing population is projected to reach almost 10 million people by 
2030, creating a demand for 400,000 new homes and commercial spaces 
for the next generation of businesses. 

We have worked hard to ensure that you have a productive and 
enjoyable stay during your time here. I hope this enables you to find out 
more about our great city and that this marks the start, or the deepening, 
of a continuing mutually beneficial relationship. 

Boris Johnson
Mayor of London
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T he 9th World Islamic Economic Forum 
(WIEF) convenes at London’s Excel 
Centre on 29-31 October 2013. The theme 
for WIEF 2013, ‘Changing World, New 
Relationships’, articulates the inclusiveness 

behind the event’s objectives of promoting business 
ties not only between the Muslim world, but also with 
the world at large, especially the United Kingdom, 
Europe, Asia and Africa. 

The forum was originally formed to facilitate 
business within the Muslim world and for the past 
eight years, it has met in Asia. However, we’ve 
discovered that when people get together for business, 
they can put aside their political, religious and 
ideological differences because there is one compelling 
commonality that matters most – the impetus to 
promote peace and prosperity. That’s why we have 
chosen to meet outside the Muslim world in 2013.

The rationale behind why London was chosen to 
host WIEF 2013 is clear. We chose London because 
it is a truly global city, which embraces international 
partnerships. But we also chose London because of its 
status as a leading financial and cultural centre of the 
world, and a business gateway between the Muslim 

and non-Muslim worlds.  
There is also a historic 

relationship between the UK 
and Islamic economies, as well 
as strong current investment 
links. The new development 
at London’s iconic Battersea 
Power Station is evidence 
of Malaysia’s commitment 
to the UK, for example. The 
UK, too, is a great investor in 
Islamic economies, through 

companies such as British Petroleum, Rolls-Royce, 
GlaxoSmithKline and Dyson. 

Islamic economies are among the fastest growing 
in the world. But it would be complacent and short 
sighted to only concentrate on trade between markets 
that already know each other well. 

When innovation, communication and 
technology is bringing our worlds closer together, 
we have to look beyond our borders and reach new 
markets in order to ensure that we are ready to face 
the challenges of a truly globalised world in the years 

ahead. And WIEF 2013 will showcase the very  
best that the Islamic world has to offer as  
a lucrative trade and investment hub.

The potential of Islamic economies
Let us not undersell the potential of Islamic 
economies. The Islamic finance sector is worth an 
estimated £1.2 trillion ($1.9 trillion), and is expected 
to grow to £1.6 trillion by 2015. Islamic economies 
contain 25 per cent of the world’s total population 
and rank among half the world’s fastest growing 
economies. Therefore, Islamic economies have  
the potential to bring great growth prospects to  
businesses all over the world. This is where WIEF  
can add great value. 

We offer something unique – we are bringing 
together leaders from across the world, as well as 
more than 1,500 captains of industries, academic 
scholars, regional experts, professionals and corporate 
managers from 120 countries. These delegates will 
discuss innovative solutions to global problems, from 
healthcare and education, to nurturing future female 
chief executive officers, to boosting trade partnerships.

The forum is more than a talking shop. Last  
year, at the Eighth WIEF, deals worth an estimated  
RM28 billion ($8.8 billion) were struck. So we can  
add great value as an organisation. 

The topics that will be discussed at WIEF 2013 
are many and cover a wide spectrum, including 
urbanisation, trade and investment, Islamic finance, 
the role of women in development, promoting 
youth employment, the role of small and medium-
sized enterprises, collaboration in technology, 
biotechnology, biodiversity and education. 

There is a lot to cover. But we have a 
comprehensive set of keynote speeches, panel 
discussions, workshops, networking breakfasts, 
evening receptions and dinners, so delegates will  
have plenty of time to discuss the challenging agenda. 
WIEF also runs a series of seminars and workshops 
throughout the year and around the world, which  
seek to find solutions to the global challenges we face. 

The commitment and support from governments 
and businesses globally that we have secured during 
our short nine-year history is a great achievement. 
WIEF has an exciting future and we look forward to 
growing further in the years ahead. 

A forum built on inclusivity  
reaches out to new markets
Chairman of the WIEF Foundation Hon Tun Musa Hitam outlines a new direction for the forum, 
which has turned its attention to reinforcing business ties between the Muslim and non-Muslim worlds

The topics that will 
be discussed at WIEF 
2013 are many and 
cover a wide spectrum
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Islamic finance is one of the very few original 
concepts to emerge from the South. Its proliferation 
has been remarkable over the past three decades,  
with Malaysia leading the way. It is undoubtedly  
an important element of the WIEF mandate.

London will use the opportunity to seek to  
extend its role as a Western hub for Islamic finance, 
building on the £22.3 billion that has been raised to 
date, by promoting its status as the leading exporter  
of financial services across the world.

But WIEF 2013 will be discussing opportunities 
beyond Islamic finance, which is only one part of what 
we offer. There will be an opportunity to hear from 
global leaders, such as Honorary Fellow of the WIEF 
Foundation and President of the Islamic Development 
Bank, HE Dr Ahmad Mohamed Ali; Patron of the 
WIEF Foundation and Prime Minister of Malaysia, 
HE Dato’ Sri Najib Tun Abdul Razak; HM Sultan 
Hassanal Bolkiah of Brunei; HM King Abdullah II of 
Jordan; President of Afghanistan, HE Hamid Karzai; 
President of Kosovo, HE Atifete Jahjaga; President 
of Bangladesh, HE Abdul Hamid; Vice President of 
Indonesia, HE Boediono; Member of the Presidency of 
Bosnia and Herzegovina, HE Bakir Izetbegovic; Prime 
Minister of Morocco, HE Abdelilah Benkirane; Prime 
Minister of Pakistan, HE Mian Muhammad Nawaz 
Sharif; Deputy Prime Minister of Iraq, HE Dr Rowsch 
Nuri Shaways; Deputy Prime Minister of Kazakhstan, 
HE Asset Issekeshev; Premier of Bermuda, HE Craig 
Cannonier; Crown Prince of Bahrain, HRH Prince 
Salman bin Hamad bin Isa Al Khalifa; Crown Prince 
of Dubai, HH Sheikh Hamdan bin Mohammed bin 
Rashid Al Maktoum; Prime Minister of the UK, HE 
David Cameron; and Mayor of London, Boris Johnson.

Networking opportunities
Delegates can also network with organisations 
including BDA China, Jaguar Land Rover, the 
Islamic Development Bank, Xenel Group, the World 
Health Organization, Halal Food Festival, JS Comsa 
Corporation, SEDCO Capital, PricewaterhouseCoopers 
and the Aga Khan Development Network.

Islamic finance has proliferated remarkably over 
the past three decades. Its connectivity with the multi-
trillion-dollar global halal business sector is important 
and a core component of our mandate. 

Halal trade is among the fastest growing global 
businesses in the world. The total value of the 
worldwide halal market is estimated at $2.3 trillion 
a year. In the halal food sector alone, the market is 
estimated at $610 billion annually. We will therefore 
be devoting significant parts of this year’s programme 
to the halal industry, and workshops that will explore 
how we develop the provision of halal tourism in hotel, 
food and entertainment. We will be joined by experts 
such as Datuk Jamil Bidin, chief executive officer of 
the Halal Industry Development Corporation and 
Fazal Bahardeen, founder and CEO of Crescentrating. 

This year’s forum will address several new issues 
in an effort to modernise the WIEF structure and take 
account of developments in economic management 
and free markets, advances in technology and the 

proliferation of social media and its use in poverty 
alleviation, as well as the promotion of microfinance. 

We will, for instance, cover harmonising global 
standards on Islamic finance, and how a concerted 
effort is required in order to push the Islamic finance 
industry forward. What are the policy-making steps  
we need in order to achieve that?

Jeff Lynn, CEO of Seedrs and global leader in 
the democratisation of investment, will be discussing 
how to capitalise on the online market – an area in 
which the UK leads globally. Our digital experts will 
consider how advancements in digital technology and 
innovation can enable countries to develop rapidly 
and connect the world in new ways. How can we learn 

lessons form London’s Tech City and what are the 
prospects and opportunities for collaboration between 
these clusters around the world?

Our sessions led by the world’s leading female 
businesswomen, such as Raja Teh Maimunah, 
CEO Hong Leong Islamic Bank, Helena Morrissey 
CBE, CEO Newton Investment Management and 
Samia Bouchareb, general manager of The Coca-
Cola Export Corporation (Morocco and Equatorial 
Africa) will explore the abundant opportunities for 
businesswomen to build relationships across sectors 
locally, nationally and internationally.

We will also have a major section on exploring 
microfinancing in social enterprise. We have seen 
how small-scale lending can be an effective way to 
support social businesses. We will also address youth 
unemployment and apprenticeships, and how the 
power of philanthropy can shape economies. 

Chairman of the 
World Islamic 
Economic Forum 
Foundation Hon  
Tun Musa Hitam 
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O ur expectations for the World 
Islamic Economic Forum (WIEF) 
2013 are to do something positive 
for the Ummah (Muslim nation) by 
providing a platform for interactive 

dialogue, as well as networking, on relevant economic 
issues – essentially what we have been doing for the 
past nine years.  

I believe there is a good chance to further 
strengthen relations between Muslims and the non-
Muslim world. We have noted that, when people get 
together for business, for example, they can put aside 
their political, religious and theological differences 
because there is one compelling commonality for  
most of them – the impetus to promote peace  
and prosperity.  

So, at the London forum, we will showcase to a 
global audience the very best that the Muslim world 
has to offer as a trade and investment destination. 
Beyond that, it is also our hope to see some tangible 
outcomes arising from the forum that would be 
beneficial to all the participants.  

We have structured the London Forum to allow 
for multilayered discussions, in particular we have 
plenary sessions, master classes, special programmes, 
a marketplace of creative arts, a Business Expo, 
business networking breakfast, as well as a British 
Pavilion, showcasing what Britain has to offer. 

We have an impressive line-up of more than 
200 speakers, including some 17 global leaders, a 
number of ministers, central bank governors, captains 
of industry and decision-makers, not only from the 
government side, but also from the private sector.  
We expect to see more than 1,500 participants, and 
have already registered more than 1,200 participants.  

We feel we have a comprehensive set of pertinent 
issues to be discussed at the various sessions and we 
are confident that there will be tangible outcomes 
in the form of actual business collaboration. Issues 
covered at the forum will include harnessing the 
potential of women as critical growth drivers, 
harmonising Islamic and conventional banking, 
exploring the export potential for high-quality 
education in developing economies, microfinance 
and developing technological collaboration between 
Islamic and European economies. Inclusivity and 
outreach are also important themes for WIEF 2013.  

If we look at the potential within the Muslim world, 
and especially the potential for Islamic finance,  
for example, it is on the increase due to a growing  
Muslim population, especially in Asia and Africa.  
There is a potential, also, for increased intra-Islamic 
trade as a result of the higher population numbers 
within the Muslim world.

Growth areas in Muslim countries  
In the Muslim countries there is a large unbanked 
population, for example, that could be harnessed  
by Islamic banking solutions. Another area of growth 
within the Muslim world is the retirement market, 
particularly for pension- and asset-management 
products. Then there is the huge potential for the halal 
business market, which is estimated at a staggering 
$2.3 trillion and growing at a very rapid rate. 

However, having said that, it is also important 
for Muslim countries to look beyond their borders at 
other markets and partners, including the non-Muslim 
countries. This is where WIEF and the London Forum 
come in. It is our intention to use London as the 
gateway to the world economy, leveraging it as the 
centre for global business and finance. Through this, 
we hope to be able to harness new technologies, for 
example, and also to develop new business models 
that we believe would bring benefits to the Muslim 
community as a whole.

Stimulating dialogue  
and generating growth
WIEF 2013 will bring together key stakeholders, providing an opportunity for discussion and 
partnership, says Secretary General of the WIEF Foundation Tan Sri Ahmad Fuzi Abdul Razak

Secretary General of 
the WIEF Foundation 
Tan Sri Ahmad Fuzi 
Abdul Razak 
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In many ways, the 
London Forum is,  
for us, a major  
turning point

In this respect, the forum, I believe, will make 
a difference to those attending it, providing new 
openings and new opportunities for collaboration  
in the fields of trade, business and investment.  

We are confident that WIEF 2013 in London will 
contribute towards achieving this objective. What we 
need, especially for the Muslim world, is more of this 
type of platform.  

Human capital development is of major 
importance to the WIEF mandate and process. Women 
in particular are faced with many barriers to entry into 
the labour market, especially in Muslim countries. 
We feel that much more should be done to empower 
women. So, at the London Forum, we will be holding a 
number of sessions that focus on women in business, 
led by some of the world’s leading businesswomen.

The idea is to use the forum not only to dissect 
and discuss, but also to implement suitable ways in 
which we can develop together to overcome these 
issues that hinder humans from developing and 
progressing. The key, of course, to harnessing the 
potential of women is education. And if we look at 
many countries, including Malaysia now, we are 
somewhat of a global leader in wanting to further 
develop the potential of women. Some 55 per cent of 
our university student intake, for example, is female. 

Euro-Islamic business ties
This 9th Forum also offers huge scope for enhancing 
Euro-Islamic country trade, investment and overall 
business ties. 

I must say that there have been some encouraging 
developments, especially in UK trade with Muslim 
countries. Britain has made a commitment to double 
bilateral trade in goods and services with Malaysia to 
£8 billion ($13 billion) by 2016. 

Saudi Arabia is the second largest foreign investor 
in the UK after the US, and the UK’s largest trading 
partner in the Middle East. There are approximately 
200 UK-Saudi joint ventures with a total investment 
estimated at around $17.5 billion. UK bilateral trade 
with Turkey reached £9.1 billion in 2011, with UK 
exports totaling £3.7 billion. At the same time, the 
UAE-UK Joint Economic Committee have agreed to 
increase bilateral trade by 60 per cent by 2015.

As far as the legacy of WIEF 2013 in London is 
concerned, we have our expectations. In many ways, 
the London Forum is, for us, a major turning point 
because it is the first time we are bringing the forum  
to a non-Muslim European country. This is taking 
place at a time when WIEF is evolving into an 
internationally recognised global forum.  

In the context of the UK’s Islamic finance 
proposition, we take note of the significant step that 
the British Government is undertaking by setting up 
an Islamic Finance Task Force, which it did in March 
of this year in conjunction with WIEF 2013. We have 
also noted that the regulatory environment has been 
subject to a lot of changes, which perhaps do augur 
well for the UK in developing the various aspects of 
Islamic finance. Indeed, London has already made 
progress in extending its role as a Western hub for 

Islamic finance, building on the £22.3 billion that has 
been raised to date, and also in promoting its status  
as a leading exporter of financial services across the 
world. These are all positive developments. But what 
we are planning to do is bring together key decision-
makers from the central banks, Islamic banks and 
Islamic institutions of developing countries at the 
2013 London Forum.  

We are also aware of what is happening in other 
parts of Europe, such as France and Germany, with 
regard to the issuance of sukuk. There is also a lot of 
interest in this respect in Islamic finance from Europe 
as a whole. Cumulatively, this could be an added 
platform that would promote the development of 
Islamic finance not only in the UK, but also in  
other parts of Europe as a result of the holding  
of the forum in London.  

I think we can make a difference in this respect, 
which in my opinion could be one of the most 
significant legacies arising from the forum in London.

WIEF is a two-way process, representing not  
only what the Muslim world can offer to the rest of  
the world, especially Europe, but also vice versa. If  
you look at this historically, trade and investment  
have always travelled from the developed countries 
into the Muslim world in 
general, and in particular for 
those Muslim countries that 
were once colonies.  

Investment flows from 
the developing Muslim 
countries into the Western 
world, including the UK 
and Europe, is indeed a 
new phenomenon. But if 
it is managed well, such 
investment flows can be mutually beneficial. What I 
mean by this, is that it could also benefit the country 
that is investing into the UK. For example, Malaysia 
is investing in the iconic Battersea Power Station 
redevelopment project and  there are going to be 
substantial benefits for Malaysia in the long term.  
So it should be seen as a two-way process. 

This process has to be managed appropriately so 
that investment flows would not be seen to be only 
from one direction, which would be at the expense of 
that particular country. 

In the case of Malaysia, I would say that we 
are continuing to promote the country as a major 
investment destination for the UK. There are 
already big names in Malaysia, such as Shell, British 
Petroleum, BAE Systems, Rolls-Royce, Prudential, 
Standard Chartered Bank, HSBC, GlaxoSmithKline 
and Tesco, just to name a few.

If you look at all these entities in terms of the 
amount of investment that they have undertaken, 
what we are doing now in the context of our 
investment in the Battersea Power Station project  
is essentially very small indeed. We still have a long  
way to go. It is only now that we are developing  
this capacity to enter into the British and the 
European market. 
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T he World Islamic Economic Forum (WIEF) 
is a very important platform and process 
for the Islamic Development Bank Group. 

The world is changing rapidly, driven 
by openness, technology, connectivity, 

dialogue and integration. This is the age of possibility 
and opportunity. And the 9th WIEF, which is being 
held in London at this critical time, is relevant  
because it helps both Muslim and non-Muslim 
businessmen work together and adapt themselves  
to that wondrous world.  

In the future, WIEF may also consider organising 
forums in other Western countries in order to expand 
the opportunity to build bridges towards peace and 
prosperity between the Muslim and non-Muslim 

worlds through the common language 
of business. In this respect, the 9th 
WIEF in London is a great opportunity 
to enhance our understanding of the 
common strategic interests of the East 
and West, opening new doors on working 
cooperatively to address key economic 
challenges in achieving a more open and 
rules-based global economic system. 

The 9th WIEF, which is taking place 
for the first time outside the Muslim 
world, comes at a time when it is possible 
to encapsulate the emergence of new 
economic linkages between countries and 
across borders, religions and cultures. This 
is a good initiative for reaching beyond 

the borders of Islamic countries and our traditional 
trading partners in order to connect with the 
increasingly global economy. Now, more than ever, we 
need to create stronger global relationships between 
the Muslim and non-Muslim worlds. 

London has tremendous potential to be one  
of the leading global financial and cultural centres 
and the business gateway between these two worlds. 
This forum is a very good opportunity to boost trade 
partnerships between Islamic and European markets, 
and explore London’s future as a global hub for  
Islamic finance.

Of course, there has always been always 
cooperation between the West and Muslim countries. 
But more important, as witnessed by the staggering 

growth in the Islamic finance industry, is the exchange 
of ideas and philosophies between Muslim countries 
and the West – with the United Kingdom a major 
gateway for such exchange. 

In this rapidly changing world, we have much 
to offer in the fields of business and economics. 
For example, Islamic finance has the potential to 
contribute to a more resilient financial system.

The London Stock Exchange is a key global venue 
for the issuance of sukuk. To date, over $34 billion has 
been raised through 49 issues of these sukuk by banks 
and corporates in the Islamic countries that are listed 
on the London Stock Exchange. There are more than 
20 international banks in the UK that offer Islamic 
products, of which six are Sharia-compliant. This is 
more than any other Western country. 

London’s potential 
This positioning helps reaffirm and augment London’s 
place as one of the overall global financial hubs, but 
also promises to bring with it much-needed capital  
and associated economic activity. The UK Government, 
mindful of this great potential, has already put in place 
a Task Force to further promote London as one of the 
leading centres of Islamic finance. The Task Force  
is lead by the Financial Secretary to the Treasury,  
Greg Clark and Foreign Office Minister, Baroness 
Warsi, with support from other stakeholders. 

The UK Government and the Islamic finance 
industry can further promote London as a centre  
of Islamic finance by: 

 Â engaging with the United Kingdom Islamic 
Finance Secretariat and other Islamic finance  
and industry infrastructure institutions to 
promote and raise the international profile  
of the industry;

 Â ensuring a level playing field with conventional 
banks in terms of regulation, supervision  
and taxation;

 Â targeting key geographic markets and sectors  
that will support market engagement and 
industry growth;

 Â providing a central basis for industry comment, 
research and insight;

 Â facilitating inward investment to strengthen  
the UK economy, including through ongoing 

The age of opportunity  
and cooperation
Honorary Fellow of the WIEF Foundation and President of the Islamic Development Bank  
HE Dr Ahmad Mohamed Ali Al Madani writes on the potential of the forum, highlighting 
areas where greater cooperation between industry and Islamic finance could yield profit

20
international banks in the 
UK offer Islamic products

49 
sukuk are listed on the 
London Stock Exchange 
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support for sovereign wealth funds looking  
to invest in UK infrastructure;

 Â encouraging Sharia-compliant funds to invest  
in sectors and areas that will support jobs  
and growth, such as infrastructure and credit  
for business start-ups and small and medium-
sized enterprises; and

 Â supporting increased education and awareness 
about Islamic Finance in the UK.

The issuance of a sovereign sukuk is very much 
relevant for the UK Government in reinforcing and 
reiterating the UK’s position as an Islamic-finance  
hub, especially for Europe. Such an issuance could 
be used to fund infrastructure and/or regeneration 
projects that have already been approved by the  
UK Government. 

The issuance of the sukuk would also bolster the 
Islamic financial institutions in the UK and Europe 
by making available Sharia-compliant instruments 
for liquidity management. The Islamic Development 
Bank (IDB) could potentially play the role of a strategic 

partner for any such arrangement, facilitating 
subscription from IDB member countries for the 
proposed sukuk. The IDB’s participation would further 
enhance the uptake and attractiveness for the market.  

IDB can also play a supportive and facilitative 
role for the further development of Islamic finance 
infrastructure in the UK. This can be achieved through 
the sharing of expertise and experience in order to 
ensure the industry is well-supervised, with issues 
being heard and addressed, and, most important  
of all, is to have the same playing field as the 
conventional banking industry. 

The IDB can also provide technical advice to the 
UK Government on establishing an International 
Research and Development Centre in Islamic 
Economics and Finance (IRDC-IEF) to promote 
research, innovation and experimentation in product 
development and knowledge. The research centre 
should comprise researchers in Islamic economics 
and finance from different jurisdictions. Naturally, 
this IRDC-IEF would be supportive of the efforts 
of Islamic Research and Training Institute, Islamic 

Honorary Fellow of 
the WIEF Foundation 
and President of the 
Islamic Development 
Bank HE Dr Ahmad 
Mohamed Ali  
Al Madani

RE
UT

ER
S/

ZA
IN

AL
 A

BD
 H

AL
IM

SF Ahmad Mohamed Ali.indd   29 21/10/2013   15:57



PERSPECTIVES ON ISLAMIC FINANCE

30

finance product development centre of the IDB Group 
and other research institutions. Its main advantage 
would be its proximity to one of the most active and 
innovative financial centres.

While Islamic finance as a concept has emerged 
from the South, it also resonates deeply with the 
teachings of other Abrahamic faiths and the need for 
ethical, equitable and socially responsible financing 
and investment. 

Transcending boundaries
It is of paramount importance for global platforms 
such as WIEF to create awareness of the wider appeal 
and universal approach of Islamic finance that 
transcends geographical and religious boundaries. 
The forum should serve as a venue for the exchange of 
ideas and solutions to issues that we face globally.  
Such a platform, if properly strategised, can serve to 
bring together regulators, academics, service providers 
and clients to think of new approaches to shared 
challenges. In order to maximise its impact on the 
Islamic finance industry, WIEF should consciously 
promote this global dialogue, thereby making Islamic 
finance relevant to global economic issues.

The platform should not only serve as a venue 
for debate and discussion, but also encompass 

effective tools to measure the 
developmental impacts of 
the Islamic financial services 
industry and design means 
and policies to enhance its 
contribution in alleviating 
the biggest economic 
problems facing the world, 
such as poverty, hunger, 
unemployment, access to 
water, sanitation, housing, 
education and the like.

Despite the proliferation of Islamic finance over 
the past 30 years, its connectivity with the global 
trillion-dollar halal business sector is generally still 
minimal. We would like WIEF to continue to pursue 
this agenda vigorously.  

There are very good reasons, as well as room, for 
the halal economy and Islamic finance to work towards 
greater connectivity with one another; and WIEF 
paying this issue more attention at the 2013 forum 
may provide additional support in this direction.

The comfort zone of Islamic banks seems to be 
in the real-estate/infrastructure sectors, as this is a 
business model that Islamic banks understand (risk 
exposure and control), and which has been proven 
to perform. Islamic banks’ balance sheets are small, 
hence, exposure will be minimal to other new sectors. 

On the other hand, the halal economy/industry 
needs to explain its business model, its focus and 
demonstrate that it can perform. The halal industry 
and its supply chain, starting from certification 
bodies to government bodies and companies, have 
been focusing on the ‘halalness’, or compliance to 
certifications. The industry/economy has put less  
focus on generating hard assets, growth revenue, 

The forum should  
serve as a venue for 
the exchange of ideas 
and solutions to issues 

repeat orders and consumer non-cyclical trends.  
The Halal economy/industry is fragmented with  
small and medium-sized companies in the supply 
chain. Critical mass and economies of scale have not 
yet been achieved, for example consolidation is needed 
for halal to be viewed as ‘bankable’ opportunity. 

In summary, both Islamic finance and the  
halal economy/industry have to overcome certain 
challenges in order to benefit from the opportunities 
that the other can provide. And WIEF could certainly 
become a platform to help clarify these challenges  
and provide solutions.  

The essence of Islamic finance is the fulfilment 
of the ‘Maqasid Al Shariah’, which is to serve the 
economic and financial needs of human beings. This 
is and should be a key differentiator between Islamic 
and conventional finance. The emphasis on asset-based 
financing is to tie in the flow of financial wealth with 
real economic activity. This, in turn, creates businesses, 
jobs and opportunities in the wider economy.   

Financing and the real economy
There is no room for profiting from money-for-money 
transactions in Islam. Financing earns a return only 
through direct involvement in economic activity. 
Therefore, financing and the real economy are expected 
to be tightly connected in the Islamic system. This 
paradigm is important for the stability of the financial 
system as well as for the well-being of ordinary citizens 
in the streets. 

There has been growing realisation among policy-
makers as well as the general public that many of the 
past and present financial crises have their origins 
in excessive debt and the resultant de-link of finance 
from economic reality. WIEF can bring this aspect  
into focus through its discussions among policy-
makers for the betterment of the global economic  
and financial system and the well-being of citizens. 

To promote the interests of ordinary people is 
effectively to promote the true essence of Islamic 
finance and its true spirit and intention. 

In addition to the main components of Islamic 
finance (banking, sukuk, investment funds, takaful and 
so on), forums such as WIEF should also highlight and 
promote the Islamic institutions of waqf (endowment 
trusts) and zakat (obligatory tithes), which have a 
direct bearing on the welfare and well-being of people.

Two other important issues also need to be 
highlighted during the WIEF event:

 Â affordability of Islamic financial products; and 
 Â simplification of the process of introducing 

Islamic financial products 

Finally, it is important to increase awareness of 
the strong connectivity between the emerging halal 
industry and Islamic finance, and the importance 
of creating synergies between the two. This will 
effectively tap into Muslim markets in Europe, 
particularly in the UK. Furthermore, it might also 
help in tapping a significant percentage of Muslim 
communities who are still sceptical about the 
‘halalness’ of the operationalisation of Islamic finance. 

SF Ahmad Mohamed Ali.indd   30 18/10/2013   15:55



Maybank_placed.indd   1 10/10/2013   15:14



TRADE AND INVESTMENT: CREATING TIES

32

The iconic Battersea 
Power Station stands 
tall over London. The 
historic building has 
been purchased for 
redevelopment by a 
Malaysian consortiumM
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T he Shard, Chelsea Barracks and Battersea 
Power Station are among the current crop 
of iconic British developments that have 
attracted inward foreign direct investment 
(FDI) from Islamic countries. The reality is 

that Europe, especially the UK, has long been a favoured 
region for investors from the Gulf Cooperation Council 
(GCC) states, Malaysia, Turkey and Brunei. 

At one point, Kuwait Finance House owned Malin 
Holdings – the parent company of the Swedish post 
office’s warehouses – and a large commercial property 
portfolio in the UK; Bahrain-based Noriba Bank owned 
the Grand Buildings in Trafalgar Square; Saudi-owned, 
Bahrain-based Arcapita Bank had major stakes in 
Shurgard’s storage business in the EU and UK, where  
it owned a water utility as well as a wind farm, and a 
transport logistics warehouse in Germany; similarly, 
Qatar Islamic Bank owned a huge mixed-use property 
portfolio in the UK; and several of the current crop 
of Sharia-compliant banks incorporated in the UK, 
including Bank of London and Middle East (BLME) 
and Gatehouse Bank have thriving real-estate 
portfolios – both commercial and residential. 

Scope of interest in Europe
Earlier this year, Gatehouse Bank even launched the 
first UK sterling leasing sukuk (lease certificates) 
platform, albeit with a modest first tranche of  
£6.9 million ($11 million), which was aimed at 
investors from Kuwait and the other GCC countries. 
According to Richard Thomas, Malaysia country 
representative of Gatehouse Bank, the sukuk has the 
advantage of being low risk because it is backed by a 
property that is leased to Fujitsu of Japan in the UK. 
The returns on the sukuk will mainly be generated 
from the rental income on a periodic distribution date, 
and certificate holders will have the option to redeem  
their investment on a quarterly basis, which will 
enhance the liquidity for the issuance. 

Islamic investment, to a lesser extent, has also 
been active in Switzerland, Germany, Spain, Italy and 
the new markets in Eastern Europe, including Croatia 
and Montenegro. However, some investors have felt 
the effects of the eurozone crisis in the real-estate 
markets of southern Europe, particularly in Spain. 

Qatari Diar Real Estate Company, which was 
established in 2005 by the Qatar Investment Authority 

and is capitalised at $4 billion, has invested in 13 
projects in Europe, including five in the UK, three in 
Switzerland, two in France, and one each in Italy, Spain 
and Montenegro. In the UK, Qatari Diar’s investments 
include the iconic Chelsea Barracks development, 
the Grosvenor Waterside, the East Village in the 
Queen Elizabeth Olympic Park, which the company 
says “is the first leading legacy neighbourhood for 
London arising from the London Olympics”, the 
redevelopment of the Shell Centre and the Chancery 
Building, which used to house the US Embassy in 
Grosvenor Square in the heart of Mayfair in London. 

The tide is turning on infrastructure
Qatari Diar has over 49 projects under development  
or in planning in Qatar and in 29 countries around  
the world with a combined value of over $35 billion. 

Bankers in London stress that while 
real estate dominates the investment 
asset class for Islamic investors, there 
are increasing signs that investment is 
being diversified into other asset classes, 
including technology and the energy sector.

“If we set aside the insatiable interest 
in real estate investment in the UK (and 
mainly London),” explains Massoud 
Janekeh, director and head of Islamic 
capital markets at BLME, “then we have 
seen relatively limited interest from emerging markets 
in infrastructure investment opportunities in recent 
years. However, I sense the tide is changing. A number 
of Middle Eastern funds, for example, have invested in 
the UK’s growing student accommodation sector, and I 
am aware more are looking at the long-term residential 
healthcare sector. 

“In April this year, Abu Dhabi’s Masdar and 
UK Green Investment Bank formed an alliance for 
investing in UK’s renewable energy sector. All these 
examples show a return of capital flows between the 
regions. The stability and mature demand in countries 
such as the UK provides good opportunities for 
institutional investors. 

"Similarly, the infrastructure investment 
opportunities in GCC will continue to attract British 
investment and expertise. I have no doubt that 
Islamic finance will have a role to play in financing 
these projects. There is appetite amongst institutional 

Europe: a favoured location  
for Islamic investment
With many high-profile examples of Islamic investors funding projects in the UK, Europe is clearly 
considered a safe prospect, but there is room for growth on the continent, writes Mushtak Parker

13
– the number of projects 
the Qatari Diar Real 
Estate Company has 
sponsored in Europe
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Islamic investors for UK assets and, provided that 
it offers a commercial and viable alternative to 
conventional financing, it will continue to be  
of interest to borrowers.”

Others, such as Raja Teh Maimunah Binti Raja 
Abdul Aziz, chief executive officer of Hong Leong 
Islamic Bank, would like to see a two-way investment 
flow between the UK/Europe and Islamic countries. 
London, she adds, has always been the landing plain 
for Asian investors going West. Likewise, Middle 
Eastern investors have always regarded London as 
their home base when placing funds for onward 
deployment globally. “If London is successful in 
developing and promoting itself as a financial centre 
that can intermediate Islamic fund flows from the 
West and the MENA [Middle East and North Africa]  
to Asia and vice versa, there will be greater cross-
border activities between Islamic economies and the 

of the Islamic Finance Council UK, stressed during a 
conference in August that “recent high-profile projects 
in London have attracted Islamic funding and there is 
no reason why Scotland should not gain in the same 
way. The Scottish Government has made it clear that 
there are a range of infrastructure and renewables 
projects in the offing, which are in search of funding, 
and it is the view of the Council that there is now a 
window of opportunity to attract major Gulf and  
Asian investment to these areas.”

Tangible investment
A key objective of WIEF is to deliver tangible 
investment. At last year’s forum in Malaysia, deals 
worth an estimated RM28 billion ($8.8 billion) were 
struck. The promoters of the Forum expect WIEF 2013 
to deliver an even greater volume of business. Some of 
the big names that will be present at this year’s forum 
include Abu Dhabi Commercial Bank of the United 
Arab Emirates, Coca-Cola Export Corporation of the 
United States, London Stock Exchange Group, Xenel 
of Saudi Arabia, Thomson-Reuters of the UK, Saudi 
Economic and Development Company, JS Comsa 
Corporation of Japan, BDA China and Khazanah 
Nasional Berhad, the Malaysian SWF. 

As far as the UK is concerned, the above objective 
is underpinned by successive governments’ trade and 
investment policy towards Islamic countries. Prime 
Minister David Cameron, during a visit to Kuala 
Lumpur in 2012, made a commitment to double 
bilateral trade in goods and services with Malaysia  
to £8 billion (£13 billion) by 2016. 

Turkey is the UK’s second largest bilateral trading 
partner in the MENA region. Bilateral trade reached  
£9.1 billion in 2011, of which UK exports totalled  
£3.7 billion. On the other hand, Saudi Arabia is the 
second-largest foreign investor in the UK after the  
US. There are approximately 200 UK-Saudi joint 
ventures, representing a total estimated investment 
value of $17.5 billion. 

London Mayor Boris Johnson is all too aware that 
the city can ill-afford to let the opportunity that WIEF 
presents pass by. He sees it as a chance to promote the 
capital “as a world-beating business hub, highlighting 
our status as a major centre of Islamic finance and as  
a compelling destination for foreign investors.” 

At the official announcement of WIEF 2013, 
at City Hall in June, the Mayor explained that the 
forum is a symbol of the growing ties between the 
UK, Malaysia and the wider Islamic World. “Given the 
huge attraction that London, especially the real-estate 
sector, has for investors from the Middle East and 
South-East Asia, its relationship with the Muslim 
world is going to be ever-more important. The City of 
London, despite the economic downturn, remains the 
number-one financial centre of the world,” he said. 

The forum comes at a time when the iconic 
Battersea Power Station has recently been acquired 
for £400 million by a Malaysian consortium, which  
includes the Malaysian pension fund, Employees 
Provident Fund, Sime Darby, one of the largest 
diversified industrial groups of Malaysia, and  

rest of the world. It has to take that step to develop 
sukuk benchmark issues to facilitate the development of 
the US dollar/euro sukuk market worldwide,” she says. 

Not surprisingly, British Prime Minister David 
Cameron, as well as his ministers Greg Clark, financial 
secretary to the Treasury, Baroness Warsi, senior 
minister of state at the Foreign and Commonwealth 
Office, trade and investment minister, Lord Green and 
London Mayor Boris Johnson, are all keen to leverage 
the World Islamic Economic Forum (WIEF) 2013 to 
showcase London and the UK both as an investment 
location and as an international hub for Islamic trade, 
investment and finance. 

Scottish involvement
Scotland is also keen to get involved. At a recent 
conference in Edinburgh, Scottish First Minister  
Alex Salmond stressed that his government would  
be keen to pursue Islamic financial solutions such  
as sukuk and other structures to attract inward  
FDI and to develop the Scottish economy. 

Graham Burnside, head of banking and finance  
at Tods Murray LLP and executive board member  

Massoud Janekeh of 
the Bank of London 
and Middle East says 
that Middle Eastern 
funds are looking at 
the UK's residential 
healthcare sector
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SP Setia, the leading property developer in Malaysia. 
The Battersea Power Station investment is the largest 
of its kind in the UK, with a development value of 
around £8 billion, and is expected to create 15,000 
new jobs as well as 3,500 new homes. 

At the groundbreaking in July, Prime Minister 
David Cameron emphasised: “We are competing in a 
tough global race and the work that starts today, that 
will see the iconic Battersea Power Station restored 
... shows that Britain is open for business ... I am 
committed to encouraging more overseas businesses 
to invest in Britain because I am clear that this is one 
of the best ways to get the growth and jobs we need.”

BLME’s Massoud Janekeh, feels that European 
governments, could be more proactive, particularly 
in pursuing growth, and believes that Islamic finance 
could be an ideal investment synergy in sectors such 
as housing, healthcare and transport because of their 
real-economy impact. 

After nearly half a decade of austerity measures, 
he stresses, governments across the world feel more 
confident in starting to spend, with a dash of the 
Keynesian model. In Europe, the driving force is a 

desire to fuel growth and create employment. In 
the developing markets of Middle East, government 
expenditure is borne out of trade surpluses and is  
in response to increased demand from population 
growth and the Arab Spring. 

Government spending
“The health sector is a good example for government 
spending in both developed and developing 
economies. Europe is facing an ageing population 
with more healthcare demand. GCC, on the other 
hand represents some of the highest GDP per head 
statistics, yet its health spending of between two  
to four per cent of its GDP is a fraction of European 
countries that spend eight to 10 per cent. These types 
of investments carry long-term demand and are well 
suited to the ethos of Islamic finance because of their 
socio-economic dimension,” Janekeh adds. 

Mushtak Parker is a financial writer with over 30 years' 
experience covering the OIC countries and the global 
Islamic finance industry. He is the Editor of Islamic Banker 
and heads a consultancy in finance and governance

Collegelands student 
accommodation in 
Glasgow, Scotland, 
was acquired as a 
real-estate investment 
by Sharia-compliant 
Gatehouse Bank on 
behalf of clients  
based in the Gulf
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Dubai has developed 
arbitration centres that 
apply international 
commercial law to 
help with cross-border 
transactions and 
investment disputesJO
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T he legacy of Europe’s maritime and trading 
empires can still be traced across the Islamic 
world. The UK remains one of the biggest 
foreign investors in Persian Gulf states, 
such as the United Arab Emirates (UAE), 

while the Netherlands retains close business links with 
Indonesia, harking back to the early days of the spice 
trade. Colonial history aside, the sheer geographical 
proximity of Europe to the Middle East has naturally 
encouraged trade and investment between the two 
regions over the centuries.

That relationship has gone from strength to 
strength in recent decades. With the southern 
European states increasingly reliant on natural gas 
and oil from North Africa, there has been a gradual 
integration of physical infrastructure around the 
Mediterranean rim, from oil and gas pipelines to 
transport links. Major oil companies such as British 
Petroleum (BP), BG Group and Shell, which has been 
operating in Egypt since 1911, continue to benefit 
from their long-standing presence in the Middle East. 

As it has expanded and consolidated, the 
European Union has increasingly drawn its southern 
neighbours into its orbit. Turkey, an aspiring member 
of the bloc, has become a significant trading partner 
since it joined an EU customs union in 1995, and is 
now Europe’s fifth-biggest market for exports. Some 
$77.9 billion of European investment flowed into  
the country in 2010. 

Forging new links
The Euro-Mediterranean (Euromed) partnership 
provides the formal framework for cooperation 
agreements between the two regions. Formerly known 
as the Barcelona Process, the current ‘Union for the 
Mediterranean’ was created in 2008 with the aim 
of promoting economic integration and democratic 
reform across 16 countries in North Africa and the 
Middle East. Areas earmarked for investment include 
renewable energy and transport. 

The project has proceeded in fits and starts, 
hampered by tensions and conflict in the Middle East 
as well as changes of government and foreign policy 
within the EU, itself beset by the repercussions of the 
2008 financial crisis and becoming a more inward-
looking entity than in years past. Nevertheless, 
the process has opened up funds for cross-border 

investment. In June 2012, the European Investment 
Bank (EIB) set aside $676 million to support projects 
with the Union for the Mediterranean’s seal of 
approval. It is also beginning to work with similar 
institutions in Islamic countries. Earlier in 2012, the 
EIB and the Saudi Arabia-based Islamic Development 
Bank (IDB) signed a memorandum of understanding to 
support commercial initiatives in four pilot countries 
– Egypt, Jordan, Morocco and Tunisia. The aim of the 
deal, which will involve co-financing projects, is to 
encourage private-sector growth regionally. 

Since it was established in 1975, the IDB has 
approved a total of about $90 billion in financing for 
its 56 members. Like its European counterpart, much 
of the bank’s emphasis is on small and medium-sized 
businesses, often filling gaps not typically covered by 
government spending or by commercial banks, which 
in many developing countries remain reluctant to 
lend to smaller enterprises. Pakistan, Bangladesh and 
Turkey have been the IDB’s main beneficiaries. 

For many, if not most, 
Islamic countries, government 
expenditure is still the prime 
mover of the economy and 
the main draw for foreign 
investors. This is particularly 
true of the major oil and 
gas producers. A working 
paper published by Stanford 
University in 2009 identified the UAE, Turkey, Qatar, 
Malaysia and Saudi Arabia as the most attractive of 
the IDB’s members for investors in private-sector 
infrastructure. It is notable that four of these 
countries are significant energy exporters. 

Saudi Arabia is a case in point. Each day, state-
owned Saudi Aramco generates some $1 billion in 
revenues, which have increasingly been diverted 
into new infrastructure and the development of 
downstream industries. This spending has, in 
turn, opened up areas of the economy to foreign 
investors for the first time. Education, healthcare, 
petrochemicals, water and electricity are among 
those sectors identified by the Saudi Arabian General 
Investment Authority as ripe for foreign partnership. 
The Capital Market Authority, meanwhile, is working 
on regulations to allow direct foreign ownership of 
stocks on the region’s largest exchange. According to 

Islamic countries hold their  
appeal to European investors
Building on a long tradition of trade links, Islamic countries represent an enduring prospect for  
European investors. Digby Lidstone investigates how those economic ties are developing

The Euromed project 
has opened up funds for 
cross-border investment
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Bloomberg, Deutsche Bank and HSBC Holdings are 
among the banks that have predicted that the Saudi 
market may open to foreigners as early as next year.

The high crude prices of the past few years have 
further galvanised investment in oil-producing states. 
More than $1.1 trillion of contracts have been awarded 
in the six Gulf Cooperation Council (GCC) states in the 
past decade, with $150 billion of deals expected this 
year alone, according to the Middle East Economic 
Digest, which tracks projects in the region. While the 
biggest cross-border deals tend to occur in high-
profile industries such as energy, defence, finance or 
construction, a significant amount of the investment 
traffic is on the smaller end of the scale, in areas such 

as technology and healthcare. Since 2003, 
the majority of all investment in the 
Middle East – 79 per cent of foreign direct 
investment projects – has gone to 
the GCC, according to a survey published 
in October 2012 by consultancy EY.

Investment opportunities do not 
always translate into investment security, 
however. The unrest unleashed by the 
Arab Spring uprisings of 2010 and 2011 
has brought into sharp focus the hazard 
of investing in certain Middle Eastern 
states. The list of European companies 
that have cut or suspended operations in 

Egypt, sold off businesses or pulled out staff in recent 
months includes Electrolux, BASF, BG Group and BP, 
although the latter two have affirmed their long-term 
commitment to the country.

Many Islamic countries also struggle with 
deeper rooted institutional problems. In Indonesia, 
anti-corruption investigations in the oil sector and 
a purchasing drive by state-owned Pertamina have 
helped to deter foreign investors in the industry, 
which has been in decline for several decades despite 
some evidence that local resources may not be entirely 

exhausted – the government points out that only 60 of 
the country’s 128 oil basins have been fully explored. 

The legal environment in many countries can 
also have a deterrent effect – one example being 
Egypt where, even before the 2011 uprising against 
Hosni Mubarak, dispute settlements would often drag 
on for several years in the local courts. But foreign 
investment can be a catalyst for legal reform. Dubai 
has been working to ease the passage of cross-border 
legal disputes by developing independent arbitration 
centres based on international commercial law. Dubai 
International Finance Centre, a financial free zone 
within the emirate and one of several centres with its 
own civil and commercial laws, works in conjunction 
with the London Court of International Arbitration. 

Market response to global trends
The capital markets of many Islamic countries remain 
comparatively underdeveloped, and as such are highly 
susceptible to shifts at the global level. This has been 
particularly evident since the 2008 financial crisis, 
with the process of ‘quantitative easing’ in the US 
having a buoying effect on investors in emerging 
stocks and currencies. 

Such forms of foreign investment can be  
fickle, however, which is likely to become apparent 
when the US Federal Reserve (the Fed) tightens 
monetary policy again. The febrile nature of the 
market was evident in mid-September 2013, when 
the Fed delayed plans to taper its bond-buying 
programme. Global equity funds saw their biggest 
weekly inflows on record, with $26 billion put into 
exchange-traded funds that track stocks, according 
to Bank of America Merrill Lynch. The Indonesian 
market rose by 4.8 per cent. However, the liquidity 
is likely to flow out just as quickly when quantitative 
easing comes to an end, as, inevitably, it must.

The rapid influx of capital has also obscured the 
structural deficiencies of many emerging markets, 
particularly in parts of Asia where corporate balance 
sheets are highly leveraged. The loan quality in Asia 
has fallen sharply this year, according to the latest 
quarterly report from the Bank for International 
Settlements, published in September. This follows  
a $267 billion rise in cross-border credit to emerging 
markets in the first quarter, which is the largest  
such quarterly increase on record. 

As is the case for investors in any part of  
the world, Europeans who are looking to invest in 
Islamic countries would do well to remember the  
old adage that, if something looks too good to be 
true, it probably is. The 2009 debt crisis in Dubai  
is a salient example. In the long term, however, 
the Gulf states in particular remain attractive 
destinations for European companies, offering, 
in the words of EY, “many of the qualities that 
companies look for in an FDI destination: solid 
investment fundamentals, strong demographic 
trends and vast natural resources”. 

Digby Lidstone has written for Bloomberg News and the 
Financial Times; he specialises in the Middle East region 
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$1.1 
trillion
of contracts have been 
issued in the GCC states 
in the past 10 years

Capital markets in 
Islamic countries 
such as Egypt 
remain relatively 
underdeveloped, 
which can leave them 
vulnerable to global 
economic shifts
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I slamic banks and conventional banks have 
co-existed for the past four decades of the 
contemporary Islamic banking movement, 
despite being premised on diametrically  
opposed ideas, particularly regarding riba 

(interest). They have cooperated and innovated on 
products and services without compromising the 
principles of Fiqh al-Muamalat – Islamic law relating 
to financial transactions – which have been the basis  
of the proliferation of Islamic banking. 

Today, that industry has estimated assets of 
$1.2 trillion under management and the potential, 
according to international credit rating agency 
Standard & Poor’s, to expand its assets to the  
value of $3 trillion by the end of the decade. 

In fact, Europe and European banks have played 
a pivotal role in the development and evolution of 
contemporary Islamic finance and will continue to 
do so because of the historical ties between major 
European powers, such as the United Kingdom,  

The complementary paths of  
Islamic and conventional finance
As cooperation deepens across the banking spectrum – from trade finance to insurance – the future 
looks lucrative, and several pillars of leadership are emerging, writes Mushtak Parker
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Railway tracks enter 
London, passing by 
the Shard. Long-
established links 
between European 
countries and the 
MENA region have 
led to Europe being 
pivotal in the evolution 
of Islamic finance
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The global Islamic 
financial market is 
projected to grow to 
$1.6 trillion by 2015

France and Germany, and the Middle East and  
North Africa (MENA) region, South and South- 
East Asia and Sub-Saharan Africa. 

Luxembourg and Denmark were two early 
European pioneers of the Islamic banking movement. 
The former was the incorporation domicile of the first 
Islamic finance company in Europe – Islamic Banking 
System Holdings Limited Luxembourg – in 1979.  
Subsequently, the latter licensed the first Islamic bank 
in Europe and the first in a non-Muslim jurisdiction –  
the International Islamic Bank of Denmark – which 
was a subsidiary of the Luxembourg holding company. 
Since those early years, the landscape has changed 
dramatically – Islamic banking is now proven, scalable 
and for everyone with an interest, irrespective of faith. 

London’s leading role
European banks – both conventional and Islamic – 
have carved out niche businesses in Islamic services, 
but the UK leads the pack by far with six banks 
incorporated by the erstwhile Financial Services 
Authority (FSA): Bank of London and Middle East 
(BLME), the Islamic Bank of Britain (IBB), Oakstone 
Merchant Bank, European Islamic Investment Bank 
(EIIB), Gatehouse Bank and Qatar Islamic Bank (UK). 
Meanwhile, another 20 or so conventional banks  
offer Sharia-compliant products, either through 

Islamic banking windows  
or departments. 

“London’s conventional 
banks have long played a role 
in Islamic finance, initially by 
providing Sharia-compliant 
overnight deposit facilities 
for the first Islamic banks 
in the Gulf, and now as the 
leading arrangers of sukuk 
worldwide (six of the top 10 

arrangers are UK banks),” explains Farmida Bi, head of 
Islamic finance (Europe) at Norton Rose Fulbright, a 
City-based international law firm with an established 
expertise in structuring Islamic finance transactions. 
“One reason for this dominance is the global standing 
of English law and regulatory systems, which have a 
unique reputation worldwide and are flexible enough 
to be adapted for Sharia-compliant structures, and 
such flexibility is shared by the conventional banks.”

With the global Islamic financial market projected 
to grow to $1.6 trillion by 2015, the potential for 
London is huge. Already, $34 billion has been raised 
through issuance of sukuk on the London Stock 
Exchange, and in terms of total assets, London 
accounts for five per cent of global Islamic finance, 
making it the largest such market outside the Muslim 
world. Islamic countries account for nearly 25 per cent 
of the world’s total population. London will, therefore, 
seek to extend its role as a western hub for Islamic 
finance by promoting its status as the leading exporter 
of financial services across the world.

As Malaysian Prime Minister Dato’ Sri Mohd 
Najib bin Tun Abdul Razak recently explained, hosting 
the World Islamic Economic Forum 2013 in London – 

the first time the event has been held in the West – is 
“a recognition not only of London as a place of ideas 
and discourse, but also as a bastion of tolerance and 
inclusivity amidst an often divided world”.

The potential and prospects for the UK 
and Europe, including the banking sector in the 
Organisation of Islamic Cooperation (OIC) countries, 
are huge. Indeed, the rise of the Islamic economy 
and financial system is one of the more important 
global stories of the past few decades. “In less than 50 
years,” explained Prime Minister Mohd Najib, “Islamic 
banking has gone from an obscurity to a trillion-dollar 
concern, with a full range of Islamic financial products 
and services. Halal, which most people associate with 
food, covers everything from pharmaceuticals and 
logistics to cosmetics and tourism. It is a $2.3 trillion 
market providing for more than 1.6 billion Muslims.”

With recent investment in London by prominent 
Qatari, Kuwaiti and Malaysian sovereign wealth funds 
(SWFs), Norton Rose’s Farmida Bi maintains that it is 
critical that banks in London maintain existing links 
– and establish new ones – with financial institutions 
in the Middle East and Asia. London’s cosmopolitan 
outlook has always made it a key player in cross- 
border finance, which is a substantial strength in  
an international discipline such as Islamic finance,  
and its global reputation in financial expertise,  
law and regulatory sophistication continues to  
make it an attractive destination.

The business case is proven. Some 24 SWFs 
from OIC countries owned assets under management 
totalling a staggering $2.1 trillion at the end of 
February 2013, which represented about 40 per cent  
of the total SWF assets of $5.3 trillion ranked by the 
US-based SWF Institute. According to World Bank 
projections, net foreign direct investment (FDI) 
inflows to sub-Saharan Africa are set to rise in 2013 to 
$40 billion, with high commodity prices contributing 
to the growth of FDI in the natural resources sector. 
Net FDI inflows in the Middle East and North Africa 
are projected at $15.5 billion for 2013. As the political 
situation in the Arab Spring countries subsides, 
stronger FDI flows are expected to resume. 

Cooperating on finance agreements
The Islamic Development Bank (IDB) Group is 
spearheading the multilateral effort in financing trade, 
investment and development in the OIC countries. The 
IDB has entrenched links with the UK and European 
Union countries through co-financing arrangements, 
technical assistance agreements and it has even set up 
a $2 billion fund with the Asian Development Bank 
targeting infrastructure, public utilities and the urban 
sector, as well as education and health. 

In 2012, the IDB was involved in 31 operations 
in 20 countries that were co-financed with other 
institutions including the World Bank, the Japan 
Investment Corporation, the African Development 
Bank, the European Investment Bank and several of 
the Arab development banks. The total cost of these 
projects was $5.7 billion, of which the IDB contributed 
around $1.3 billion. 
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In September, and while in London, the president 
of the IDB, Dr Ahmad Mohamed Ali Al Madani, called 
on the international community to develop a concrete 
special programme for recovery in the so-called Arab 
Spring countries and pledged the continued support 
and cooperation of the IDB in such an initiative. 

The Deauville Partnership
Dr Ali was attending the G8 Deauville Partnership 
with Arab Countries in the Transition Investment 
Conference in London, which was organised by the 
UK Foreign & Commonwealth Office in partnership 
with the European Bank for Reconstruction and 
Development (EBRD) and the IDB Group. The 
Deauville Partnership itself was formed during the 
G8 Summit in France in May 2011, which endorsed 
a framework to support countries in MENA in 
governance; social and economic inclusion; economic 
modernisation and job creation; private-sector led 
growth; and regional and global integration. 

The Deauville initiative puts great emphasis  
on the involvement of international financial 
institutions (IFIs), including the banking majors  
and Islamic banks. As such, the IDB and EBRD lead  
the Deauville Partnership IFI Coordination Group, 
which has subsequently visited Tunisia, for instance, 
and identified projects worth $3.2 billion in which 
both multilaterals are participating. 

In the field of export credit and investment or 
political risk insurance (PRI), the Jeddah-based Islamic 
Corporation for the Insurance of Export Credit and 
Investment (ICIEC) – the export credit agency of 
the IDB Group – is setting the pace. Unsurprisingly, 
demand for PRI has increased dramatically given the 
period of political and economic transition that Arab 
Spring countries are experiencing. 

According to the Multilateral Investment 
Guarantee Agency (MIGA) – the political-risk 
insurance and credit-enhancement agency of the 
World Bank Group – members of the Berne Union, 
which include official export credit agencies (ECAs), 
private ECAs and multilaterals such as MIGA and 
ICIEC, issued $75 billion in investment insurance in 
2011. This figure reached $47 billion in the first half 
of 2012, and was projected to surpass the 2011 figure. 
MIGA alone issued a record $2.8 billion in political 
risk guarantees in the fiscal year ending June 2013, 
underpinning investments across diversified sectors 
and regions. ICIEC’s business insured, according to  
Dr Abdul Rahman El-Tayeb Taha, chief executive 
officer of ICIEC, is expected to reach $3.5 billion  
in 2013, rising to $4 billion in 2014. 

“In the wake of the Arab Spring, the eurozone 
sovereign debt crisis, and the on-going challenging 
business environment globally that is continually 
changing at an increasingly rapid pace, the demand for 
political risk and sovereign risk insurance especially is 
not surprisingly also increasing. In fact, next year, our 
strategy is to focus more on investment insurance and 
project finance,” explains Dr Taha. 

ICIEC is also expecting more business to come 
from industrialised countries’ ECAs, and has signed 

agreements with Atradius, the Dutch ECA,  
and with Ducroire Delcredere, the Belgium  
ECA. This is a direct result of a change in ICIEC’s  
mandate to also support the imports of capital  
goods into its member countries. “This has got the 
ECAs in industrial countries interested. We have 
already done some transactions with SINOSURE,  
the Chinese export credit agency, which is the  
biggest in the world in terms of volume. And we 
are doing things with these European export credit 
agencies. So we expect more business to come from 
that area. And hopefully if things start improving in 
Egypt, Libya, and Tunisia we expect more business  
to come from them,” adds Dr Taha.  

Dr Taha is optimistic of greater cooperation 
between ICIEC and the Western insurers and 
reinsurers – both national agencies and private 

ECAs. “We work with a lot of brokers, not only in 
London (the Lloyds market), but also in Singapore 
and New York, so ICIEC is now a known name in the 
international credit and political risk industry. Despite 
the fact that in terms of capital resources we are a 
small player, our role has become much bigger because 
we bring to the table certain areas of strength that the 
private sector lacks. 

“Even for an insurer like Zürich, the largest  
private PRI insurer, to go into these countries they  
will definitely feel comfortable if an IDB Group entity  
is with them. Because an important part of our role, 
and this applies for the three multilateral insurers, is 
not simply to pay a claim if there is a problem, but to 
act as a deterrent.” 
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Malaysian Prime 
Minister Dato’ Sri 
Mohd Najib bin Tun 
Abdul Razak says  
that in fewer than  
50 years, Islamic 
banking has grown 
from obscurity into a 
trillion-dollar market

1.3 Islamic and conventional finance.indd   41 21/10/2013   16:24



ADVERTISEMENT

16

14

12

10

8

6

4

2

0

Financing

Bi
llio

ns
 of

 N
air

a

Savings/investment 
accounts

Quarterly deposits 
and financing b  non-
interest bank window

n With a population of about 78 million 
Muslims, Nigeria currently has the 

world’s sixth largest Muslim population, 
and with a growth rate of about 2.8 per 
cent, Nigeria’s population is projected 
to double in less than 24 years. A large 
population implies a significant market  
for goods and services, as well as 
a sizeable pool of human resources 
available for development. Therefore,  
due to its large population, Nigeria has 
always been, and will continue to be, an 
attractive destination for investors from  
all over the world. 

As a consequence of wide-ranging and 
successful reforms in igeria s finance 
sector, investor, as well as consumer 
confidence has risen, which has given 
way to more initiatives and policies that 
promise a brighter future for the country’s 
financial system. onscious of being 
Africa’s second largest economy after 
South Africa, Nigeria launched a project 
in 2005 that is expected to catapult it into 
the league of the 20 largest economies in 
the world by the year . he financial-
sector dimension of this is known as he 
Financial System Strategy (FSS2020).  
A major component of this blueprint  
aims to launch a major International 

inancial entre  in igeria, with  
the ob ective of making the country 
Africa s financial hub. 

o achieve this, the entral ank 
of igeria , which regulates the 
financial sector in the country, introduced, 
among many other initiatives, non-interest 
banking, an alternative financial product, 
as part of the drive to propel Nigeria’s 

Nigeria’s step into non-interest banking
economy and promote financial inclusion. 

on-interest banking  offers veritable 
incentives and attractive options for both 
investors and consumers of financial 
products. It also helps to bring into the 
formal financial system a significant 
section of the Nigerian community that 
has strong ethical considerations in its 
banking practices.

Regulating NIB
n , the  introduced a new 
banking model, which replaced the 

niversal anking model. 
his new model categorised banks  

into those with international, national  
and regional authorisation, and the 
specialised banks. he , which 
falls under the specialised category, 
gives scope for banks to operate either 
regionally or nationally. 

 kicked off with the establishment 
of a framework for the regulation and 
supervision of institutions offering non-
interest financial services in the country. 

ased on the provisions of Sharia 
overnance, the framework facilitated 

the successful licensing of the ai  ank, 
a full-fledged non-interest bank. Stanbic 

, a deposit money bank, was also 
granted a licence for an  window. 

In its effort to create a level playing 
field for these new institutions, the  
oined other central banks and multilateral 
organisations to form the International 
slamic i uidity anagement orporation 

 with its office in alaysia. he  
was established to provide liquidity 
management instruments for those  
institutions offering non-interest financial 
services. The IILM issues short-term, 
high- uality, Sharia-compliant financial 
instruments that facilitate cross-border 

li uidity management for banks that  
are involved in related transactions. 

he  is also a full council member 
of the slamic inancial Services oard 

S   the international standard-setting 
organisation of the slamic financial 
services industry. 

s membership of this body, as 
well as the participation of its staff in the 
various committees and working groups 
of the S , indicates its commitment to 
the application of international standards 
of best practice in the effective regulation 
of the institutions under its purview. In 
compliance with best practice for the 
governance of non-interest financial 
institutions, the  inaugurated the 

The CBN has carried  
o t some ambitio s 
reforms in the banking 
sector, which have seen 
the bank strengthen its 
s pervisor  framework

Sanusi Lamido Sanusi
overnor, entral ank of igeria

inancial egulatory Advisory ouncil  
of E perts A E  to serve as an 
advisory body to the bank and other 
regulatory agencies of the financial 
system, including National Insurance 

ommission A , Securities and 
E change ommission SE  and ebt 

anagement ffice  in matters 
relating to compliance of products 
and services offered by the non-
interest financial institutions to Sharia 
requirements, so as to maintain public 
confidence in the institutions. 
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The drive to introduce non-interest 
financial services has had its positive 
impact on other regulatory institutions  
in igeria, such as the A  and  
SE , which also successfully licensed 
various takaful and slamic fund  
managers respectively.

he  has engaged in intensive 
training of a large number of examiners 
and staff from other regulatory bodies 
on slamic finance, partnering in this 
respect with organisations like the slamic 

evelopment ank, the S  and the 
ank egara alaysia.

Driving the sector 
on-interest banking, as an alternative 

banking product, could not have recorded 
much success on its own without the 
regulator pushing for more access 
to financial services for igerians. n 
pursuance of its mandate of ensuring 
monetary and price stability, as well as 
promoting a sound financial system, the 

 launched pro ects aimed at making 
access to finance for all its topmost 
priority. inancial inclusion and financial 
literacy thus became a two-in-one 
initiative, pursued with vigor over the  
past three years. 

As part of its developmental role in  
the igerian economy, the  has 
pursued financial literacy as one of its 
cardinal strategies in achieving financial 
inclusion. This initiative has a strong 
bearing on financial stability, economic 
growth and development. he  
believes that inclusive growth can only 
be achieved when a large proportion of 
the population partakes in the formal 
financial system. efore the populace can 

make informed choices on commercial 
and non-interest banking, or even 
participate in financial markets and buy 
any insurance cover, they must have a 
general knowledge of the benefits of those 
products and services. 

he  thus embarked on rigorous 
grassroots sensitisation campaigns, 
targeting rural folk, women, schools 
and universities, as well as all other 
disadvantaged groups. These campaigns 
disseminated information on financial 
products using print, electronic and  
online media, pamphlets, and other  
third-party publications. 

he  overnor, r Sanusi 
Lamido Sanusi, has been a part of this 
sensitisation programme, aimed at 
imparting basic financial management 
knowledge on secondary school students 
in different locations across Nigeria. 

he bank also engaged regulators, 
regulated banks and other financial 
institutions to create platforms for 
disseminating such information that  
helps to reverse the staggering statistics 
on financial inclusion  of .  per cent  
of Nigerian adults were excluded from  
the financial system in . 

he  also registered more 
microfinance banks in the country, 
particularly in areas considered to be more 
disadvantaged. t again picked women 
as the more critical half of the population 
that re uires special attention. he bank s 
recently launched Micro, Small, and 

edium Enterprises evelopment und 
S E  favoured women, for whom  
 per cent of the total 220 billion  

($1.4 billion) fund was set aside and at  
a single digit interest rate. 

Youth equally received similar attention 
as the  established Entrepreneurship 

evelopment entres E  in si  geo-
political zones of the country. Access to 

S E  was restricted to institutions 
able and ready to give financial services  
to the graduates of these centres. 

ound financial s ste  
The years since the global economic 
meltdown have been fruitful at the . 
After emerging unscathed from those 
tumultuous years, the  has carried out 
ambitious reforms in the banking sector, 
which have seen the bank strengthen its 
supervisory framework. he result has 
been stronger banks and a more stable 
financial system. he Asset anagement 

orporation of igerian was established 
as an innovative crisis-resolution vehicle 
to mop up toxic assets and deal with non-
performing loans in the banking industry. 

o sustain the tempo, the  
launched a  billion intervention 
programme in the real sector of the 
economy. The programme was meant 
to push for growth in the economy by 
creating more employment. he   
also launched a cashless policy to  
reduce the number of cash transactions.  
The most laudable achievement of the 

 remains the inflation figure, which 
reduced to 8.2 per cent (as at September, 

 the nation s foreign reserves 
stabilised at $45 billion and has continued 
to rise, while the monetary policy rate has 
remained at 12 per cent for about two 
years. All these have resulted in, among 
other things, a stable exchange rate of  
$1 to 158-  as at ctober, . 

With the government showing strong 
commitment to overcoming security 
challenges, and fiscal responsibility, 
maintaining political stability as well as 
handing over assets in the power sector to 
private investors, the Nigerian investment 
climate has never looked more promising.

entral ank of igeria ead arters, b a, igeria
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Saudi Arabia, which 
is the world’s biggest 
crude oil exporter, has 
recently reaffirmed 
its ability to meet any 
global shortagesPE
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O nly a decade ago, the concept of a 
$100 barrel of oil would have seemed 
outlandish to many in the industry. 
Five years after the price of crude 
first crossed that threshold, it is 

beginning to look, rightly or wrongly, like the norm. 
The Organization of the Petroleum Exporting 

Countries (OPEC), whose member countries, nine of 
which are Islamic, control 81 per cent of the world’s 
oil reserves, had long argued that its products were 
undervalued. But the price increases of the past few 
years have not brought stability to producers or their 
customers. Even as oil has hovered above the $100  
a barrel mark this year, memories linger of the 
economic crisis of 2008, when prices slumped from  
a peak of $147 a barrel to less than $40 in a matter  
of months, before recovering again. 

The volatile nature of the market has been 
particularly evident this year, as events in the Middle 
East raise concerns about supply disruptions. In 
August and September, oil prices closely tailed the 
debate over US military intervention in Syria. When 
Washington said that it was considering military 
strikes, Brent oil futures rose by more than $5 a barrel 
in two days to $116. When Russia offered to broker a 
diplomatic solution to the Syrian crisis, prices fell back 
to $109 within a week. 

Outages in production have created a headache 
for the refining industries of industrialised countries, 
which operate on slender profit margins. A steep 
decline in Libyan oil production this year has had 
a knock-on impact on the market that might seem 
disproportionate to the country’s size – even at its 
peak production of 1.6 million barrels a day, Libya is  
a comparatively small contributor to the 90 million  
or so barrels of daily global output. 

Yet the country is one of the few to export  
high-quality crudes, specifically the ‘light sweet’ 
varieties with low sulphur content relied on by a 
number of European refineries, many of which lack  
the equipment to process heavier grades.

The refining industry has also been hit by  
outages in Nigeria, which is another exporter of  
light crude, where output has fallen to a four-year  
low. As premiums for the lighter, sweeter grades soared 
in the late summer of 2013, some Mediterranean 
refineries were losing $2 for every barrel that they 

processed in early September, according to Wood 
Mackenzie, an energy and mining consultancy.

The fabled ability of the oil producers in the 
Middle East to ameliorate supply disruptions is  
limited in such cases. Saudi Arabia, the world’s  
largest exporter and OPEC’s main ‘swing producer’, 
has been pumping oil at its fastest rate in more  
than three decades, but global stocks still fell by  
about one million barrels a day in August, according  
to the International Energy Agency (IEA). In addition, 
most Saudi production is medium, heavy and sour, 
meaning that its ability to plug the gap in the market 
for lighter crudes is restricted. 

Supply solutions
As ever for Saudi Arabia and other producers, the  
onus is on finding new and more varied supplies of 
oil and gas. The high prices – and therefore increased 
revenues – of recent years have at least enabled  
them to redouble their exploration and production 
efforts. Since the start of production late last year  
at the giant Manifa field in Saudi Arabia, for example, 
the country’s sustainable production capacity has 
increased by more than 400,000 barrels to 12.4 million 
this year, according to the IEA. This has given the 
Saudi government the confidence to reassert that  
it can still meet any upturn in global demand.

“For the record, oil market fundamentals are 
good,” Saudi Arabia’s oil minister, Ali al-Naimi, said  
in early September 2103, according to Reuters.  
“I repeat the message that Saudi Arabia is willing  
and capable for meeting any demand.”

Where Middle East producers have been less 
successful, however, is in finding new supplies of gas. 
As in many emerging markets, domestic demand for 
natural gas is soaring, as rapid industrialisation and 
the development of energy-intensive industries, such 
as petrochemicals and metals, put a strain on local 
supplies and threaten to restrict exports.

A glut of gas in the oil-boom years of the 
1990s now threatens to turn into a famine. And an 
enthusiastic commitment to exports of liquefied 
natural gas in the days when resources were relatively 
abundant has compounded the problem for countries 
such as Egypt and Oman. Both have struggled to 
meet the demands of the long-term supply contracts 
typically involved in liquefied natural gas – an industry 

Shared interests in  
the oil and gas sector 
With oil prices remaining volatile and demand for gas increasing, Digby Lidstone explores how 
mutually beneficial interactions between Islamic and world markets are responding to these trends

Libyan peak production changed to 
1.6m due to this: http://peakoil.com/
production/libyan-oil-production-
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Global oil consumption and production, and oil and gas reserves by region
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that requires intensive investment in infrastructure 
from both producers and consumers alike. 

As a result of this dearth of gas, even energy-rich 
countries, such as Saudi Arabia and the United Arab 
Emirates, have found themselves burning fuel-oil 
in power stations designed to receive natural gas. 
Crucially, funnelling more gas to the domestic market 
would free up precious supplies of crude for export.

The problem is particularly acute for countries 
whose heyday as oil producers is behind them. Crude 
output in Indonesia, once a founding member of 
OPEC, has been in decline for several decades, with 
its proven reserves of four billion barrels expected 
to run out in about a decade. Even the energy-rich 
Persian Gulf, Bahrain, which started producing oil in 
the 1930s, has seen its supplies dwindle, forcing it into 
negotiations with neighbours, such as Qatar and Iran, 
over possible gas supplies. In Oman, where oil has 
been the mainstay of the economy since production 
began in the 1960s, government revenues have 
suffered from a collapse in output over a decade ago. 

Innovating for growth
However, technology and foreign investment are 
enabling some producers to temporarily arrest decline. 
Oman is a case in point. State company Petroleum 
Development Oman and its foreign partners have 
fought with some success to restore export levels using 
enhanced oil recovery techniques and by venturing 
into new areas such as heavy-crude extraction. Oman 
also boasts considerable proven reserves of natural gas 
– about 0.5 per cent of the world total – though much 
of the remaining gas lies in isolated fields that are hard 
to access and harder still to process.

Much of the technology and expertise required 
to develop these resources is coming from the West. 
In North America and Europe, companies have been 
pioneering new techniques to access remote fields 

and process heavy grades of oil or sour gas. The 
commercial success in the United States of hydraulic 
fracturing, or fracking, is a good example. In early 
September, the country’s oil production leapt to its 
highest level since May 1989, Bloomberg reported. 
Texas alone pumped 2.6 million barrels a day in June, 
according to the Energy Information Administration. 
This was enough to rank it ahead of seven members 
of OPEC – including Iran, which has been hobbled by 
US and European sanctions.

By bringing in foreign partners, producers may 
be able in some cases not only to arrest but also 
reverse declines. In Oman, BP’s fracking project at the 
Khazzan and Makarem fields is expected to produce 
at least one billion cubic feet of gas a day starting in 
2017, which is an increase of one-third in current 
production levels. Bahrain, by contrast, has turned 
its paucity of resources into a virtue by looking 
downstream, refining oil piped from Saudi Arabia into 
high-grade products, such as diesel and lubricants, for 
the European market. Here, too, European companies 
such as Neste Oil, based in Finland, have been working 
in partnership with state-owned Bahraini entities. 

In some respects, these so-called little-league 
producers are forging a path for their larger 
neighbours. Even in those states with little imminent 
fear of ‘peak oil’, energy producers have begun to 
diversify – not only branching into new areas, such 
as heavy oil and sour gas, but also investing in 
renewable energy technologies. 

International oil companies are playing a vital 
role in this process, often lured not by the prospect of 
huge profits, but by the chance of gaining a foothold 
in territories that have been guarded jealously by 
national oil companies in the past. 

Abu Dhabi, which is one of the world’s largest 
gas producers, recently awarded to Shell a 30-year 
concession to develop sour-gas reservoirs in the giant 
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onshore Bab field. The high costs (estimated at more 
than $10 billion), added to the fact that from 2020 the 
gas will be sold into the low-priced domestic market, 
mean that the project’s economics are strained for 
both parties. But there are strategic interests at stake: 
Abu Dhabi can fulfil its commitments to local industry 
and hedge its more conventional forms of oil and gas 
production, while Shell can demonstrate a long-term 
commitment to the emirate and is in a leading position 
to secure stakes in future projects when they arise.

Crossing borders 
The increasing integration of the upstream and 
downstream energy markets will further encourage 
cross-border investment. While international oil 
companies have been making inroads in the Persian 
Gulf, national oil companies have been ramping up 
their investments downstream in Europe and Asia. 
Saudi Aramco announced in 2012 that it would be 
investing as much as $120 million a year in European 
start-up companies. The company was also one of 
the first Middle Eastern majors to see the potential 
of China; it is a partner in an integrated refinery and 
petrochemicals plant in the Chinese province of Fujian 
and recently committed to building another refinery in 
Yunnan province. Chinese companies such as Sinopec 
have, in turn, been invited to take part in refining 
projects in Saudi Arabia, where Aramco is increasingly 
integrating its refining and petrochemicals industries.

The same process of reciprocal investment can 
be seen in the liquefied natural gas market. European 
and Asian companies such as BG Group, Petronas and 
Gas Natural are investors in gas export facilities in 
Egypt, while in the other direction, Qatar Petroleum 
has a taken a majority stake in the South Hook import 
terminal in Milford Haven in the United Kingdom, 
which is one of the major customers of Qatari gas. 

The flexibility of the liquefied natural gas market 
has helped producers to come to its aid in times of 
need. As gas demand soared in Egypt this summer 
and authorities struggled to meet export demand due 
to unrest and supply disruptions, Qatar persuaded 
foreign partners in its liquefied natural gas export 
projects to take a discount on cargoes which it then 
donated to the North African country.

In the near term, greater diversification of supply, 
particularly from non-OPEC countries, is likely to take 
some of the pressure off oil 
markets even as overall global 
demand increases. World 
demand is forecast  
to average 92 million barrels 
a day in 2014, up from 90.9 
million barrels this year, 
according to the IEA. 

Looking further ahead, 
much of the growth in demand in the coming  
decades will come from developing markets  
outside of the Organisation for Economic Co- 
operation and Development (OECD). According  
to 2013’s BP Statistical Review of World Energy,  
global energy consumption in 2030 is expected to  
be 36 per cent higher than in 2011, with virtually  
all of the growth – some 93 per cent – accounted  
for by non-OECD countries.

“Non-OECD oil demand, led by Asia and the 
Middle East, looks set to overtake the OECD for the 
first time as early as [the second quarter of] 2013 
and will widen its lead afterwards,” states the IEA 
in its latest five-year market outlook. “Non-OECD 
economies are already home to over half [of the] global 
refining capacity. With that share only expected to 
grow by 2018, the non-OECD region will be firmly 
entrenched as the world’s largest crude importer.” 

Milford Haven’s  
gas import terminal  
is an example of a  
European facility 
that has received 
investment from  
the Middle East 

World demand is set 
to average 92 million 
barrels a day in 2014
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A light-rail train 
passes through a 
station in Kuala 
Lumpur, where the 
state-owned transport 
company issued 
sukuk in September 
to fund infrastructure 
improvementsEV
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A t the end of September 2013, Saudi 
Arabia’s state-owned airport operator, 
the General Authority of Civil Aviation 
(GACA), successfully closed the latest 
of its sukuk offerings, totalling  

SR15.2 billion ($4 billion). The sukuk issuance was 
designed to finance the expansion of King Abdul  
Aziz International Airport in Jeddah and the King 
Khaled International Airport in Riyadh, and is yet 
another reminder of the huge investment required  
in infrastructure projects in Islamic countries. 

This is GACA’s second sukuk issuance after its 
successful debut offering of SR15 billion in 2012,  
the proceeds of which were used to part-finance the 
first phase of the SR27 billion King Abdul Aziz 
International Airport expansion project. 

Infrastructure financing is a natural fit with 
Islamic finance. Large swathes of infrastructure 
projects have been financed either wholly or partly 
through Islamic finance, including in the transport, 
healthcare, education, oil and gas, petrochemicals, 
power generation and even in the agricultural sector 
over the past three decades. Yet, judging by the 
infrastructure spend to date and future demand, 
which runs into trillions of dollars for the 56 member 
countries of the Organisation of Islamic Cooperation 
(OIC), the Islamic finance industry lags well behind  
its conventional counterpart in terms of market  
share in financing infrastructure and development. 

Inroads into project financing
The good news is that in some markets, such as  
Saudi Arabia, Malaysia, the United Arab Emirates 
(UAE), Indonesia and Turkey, this trend has been 
reversing with Islamic finance making inroads  
into project financing sectors that would have  
been unheard of only a few years ago. This is partly  
thanks to the emergence of sukuk as a major project-
financing instrument. In the transport sector, for 
instance, sukuk issuances to finance airport and rail 
infrastructure have been prominent in recent weeks.

But while Western banks, engineering companies 
and contractors are heavily involved in infrastructure 
development in the above countries, investment, 
especially through the increasingly preferred project 
sukuk (trust certificates) in European countries, for 
instance, has been virtually non-existent. Yet the 

potential is huge given the ageing transport, road, 
sewage and other infrastructure in Europe, which 
would require billions of dollars of investment to 
restore over the next few decades. 

The London offices of Goldman Sachs 
International and Deutsche Bank, for example, were 
two of several lead managers and investors in the 
recent $450 million sukuk al-wakala (or investment 
management contract) issued by Dar Al Arkan Real 
Estate Development Company, which is one of  
Saudi Arabia’s largest housing stock developers. 

European infrastructure
The Luxembourg Government has been exploring 
the possibility of issuing a sovereign sukuk designed 
to finance a new student accommodation building at 
the University of Luxembourg on state-owned land. 
Similarly, the Electricity Supply Board of Ireland 
recently announced that it too was looking at the 
possibility of issuing a debut sukuk to finance its  
grid expansion and balance-sheet requirements. 

In 2012, French consultants Legendre Patrimoine 
and Hassoune Conseil issued their debut sukuk, 
Orasis, through participation companies (Société En 
Participation) and limited liability companies (SARL). 
Orasis took the form of musharakah-cum-ijara sukuk 
(equity and leasing sukuk), allowing investors to buy 
into green renewable energy, including a solar panel 
manufacturing plant. The panels are then leased to the 
green energy operating companies, France Energies 
Finance, Solstice Group and P.Volteus, and the energy 
produced is sold to French energy company, EDF, 
which is contracted to uptake the energy for  
20 years at a pre-agreed rate. 

Robert Fresco, development director of Legendre 
Patrimoine, is confident that the Orasis sukuk will  
take off not only because of its ethical basis, but  
also because of the impact on the real economy.  
“This product is 100 per cent French-made. This 
investment serves our economy, not the American  
real estate market, nor highly speculative strategies  
on derivatives or other virtual instruments. Sukuk 
Orasis is an industrial investment solution that  
offers a good return,” he maintains. 

In the United Kingdom, several government 
developments bode well for cooperation with Islamic 
countries, and for attracting inward investment into 

Picking up speed: infrastructure 
financing through sukuk issuance
Islamic financing is a perfect match for infrastructure development projects, which are on the 
increase across Europe and the Muslim world. Leila Badawi analyses the dynamics at play
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local infrastructure projects in the transport, energy 
and housing sectors. Once again, the Islamic finance 
industry is expected to play an important role, and  
the UK is set to encourage the involvement of Islamic  
finance in its infrastructure projects. 

Mobilising investors
The UK Government, according to Baroness Warsi, 
co-chair of the UK Task Force on Islamic Finance and 
senior minister at the Foreign and Commonwealth 
Office, will support the Islamic finance industry in its 
aim to broaden the range of products and services that 
are available to British customers. The government’s 
role, she explains, is to create the regulatory and  
tax frameworks to allow the market to thrive and 

stimulate growth. One  
method for doing this is 
through the mobilisation 
of Islamic funding and 
investment in UK-based 
infrastructure projects.  

“We are looking at ways 
the Task Force can mobilise 
funding, for example into the 

top-40 priority infrastructure projects identified in 
the UK National Infrastructure Plan. This is a huge 
opportunity for the UK, and is a cross-government 
effort. The Financial Secretary of Treasury, the 
Commercial Secretary to the Treasury and I are 
looking at this in great detail. We will be engaging  
with private investors, sovereign wealth fund  
investors and major stakeholders, including the 
Islamic Development Bank, in order to realise this 
vision,” explains Baroness Warsi. 

The Financial Services, Trade and Investment 
Board, created by the 2013 UK Budget, will have 
the authority and expertise to identify trade and 
investment priorities, and to support UK firms in 

pursuing these vigorously across the globe. This  
board is the clearest indication of the government’s  
ambition to promote the financial services industry. 

Similarly, the lord mayor of London, Alderman 
Roger Gifford, speaking at the 2013 London Sukuk 
Summit, reminded attendees that London, as a 
centre for business and finance, has always thrived 
on an openness to the movement of capital and 
ideas, talented people and global business. As such, 
London’s evolution as a centre for Islamic finance, 
complementing the role of centres in North Africa,  
the Gulf and Asia, reflects that same global approach.

“In the twenty-first century, Islamic finance is  
as British as fish and chips and the FA Cup Final.  
It is an integral part of London’s competitive offer.  
I look forward to seeing this market thrive and 
grow in the years to come,” the lord mayor said. 
He also reminded delegates that the UK’s National 
Infrastructure Plan provides fantastic opportunities 
for investors as the country looks for new capacity 
and renewal of chaold networks – across power, 
water, housing, transport and waste disposal. “All of 
these offer opportunities which can be met though 
sukuk issuance, or other Sharia-compliant means, by 
sovereign wealth funds and other pools of assets  
in state, corporate or individual hands,” he added.

The business case for infrastructure investment 
in the Islamic countries is proven. Take, for instance, 
three sectors – housing, airports infrastructure and 
transport. According to the Saudi Arabian Monetary 
Agency (SAMA), the Kingdom’s total population 
has almost doubled in the past two decades, rising 
from 16 million in 1991 to 28.4 million in 2011, of 
which approximately nine million are non-Saudi 
nationals. In addition, over 60 per cent of the Saudi 
population is under the age of 25 years old and the 
average household sizes are declining. These factors 
are expected to create a need in the Kingdom for 

Infrastructure financing 
is a natural fit with 
Islamic finance
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approximately 1.25 million new homes by 2015, 
according to the Saudi Ministry of Economy and 
Planning and the Ninth Development Plan.

Airport authorities in the Middle East and  
Asia continue to find recourse to fund expansion  
and construction activities through project sukuk.  
Malaysia Airports Holdings Berhad (MAHB) is the 
latest such authority, having successfully closed a 
RM500 million ($156 million) dual-tranche senior 
sukuk al-musharakah in August 2013. The issuance 
was made to finance the final phase of Kuala Lumpur 
International Airport 2 – the new terminal for the 
budget airline carriers, such as AirAsia. 

Sukuk-funded transport projects
In September, Malaysia’s public-transport utility, 
Syarikat Prasarana Negara Berhad (Prasarana), 
also issued RM1 billion of sukuk al-ijarah (lease 
certificates). The Malaysian Ministry of Finance 
guaranteed the sukuk and the proceeds will be  
used to part-finance the Kelana Jaya and Ampang 
LRT line-extension project in Kuala Lumpur, as well 
as other infrastructure improvement initiatives 
undertaken by the company. 

HSBC Bank, with its major presence in the  
Islamic finance markets of Saudi Arabia and Malaysia, 
was involved, as lead manager and investor, in the 
three major sukuk issuances involving GACA, MAHB 
and Prasarana. Another British bank, Standard 
Chartered, also participated in the GACA offering. 

Sukuk has featured as part of the financing  
mix in several Malaysian development projects, 
including transport infrastructure, the oil and gas 
sector, power generation, plantation development, 
telecoms networks, and in sectors such as electricity 
generation and petrochemicals in the Gulf Cooperation 
Council (GCC) states and Pakistan. However, most 
of the sukuk issuances over the past few years have 

concentrated more on raising finance for balance- 
sheet purposes, refinancing existing debt that is  
more expensive (including, very often, conventional 
finance debt), overcoming the mismatch between 
short-term deposits and longer term liabilities  
by raising longer term financing, and providing 
working capital and funds for expansion.

Pure project sukuk for development, 
infrastructure and manufacturing has featured  
very little in the sukuk space, although there have 
been a few exceptions. The potential, according to 
market players, is huge given the estimated multi-
trillion dollar infrastructure and project spend in  
the member states of the Islamic Development Bank, 
with countries such as Indonesia, Turkey, Iran, Egypt 
Malaysia and the GCC countries at the forefront. 

They stress that some of the huge liquidity  
and surplus funds in Asia and the Middle East  
can also be channelled towards the real economy  
to meet the demand for infrastructure, such as  
power plants, hospitals, roads and rail networks.  
The Asian Development Bank estimates that Asia  
will need $8.2 trillion in infrastructure investment 
between 2010 and 2020. Similarly, the figure for 
the Middle East and North Africa region also runs  
into trillions of dollars, with Saudi Arabia leading  
the way with a spate of new economic cities complete 
with industrial, commercial, housing, transport and 
educational infrastructure. 

Saudi Aramco, the world’s largest oil producer  
and exporter, alone has earmarked over $120 billion  
for infrastructure spend over the next decade for the 
new generation of exploration projects, refineries  
and desalination plants. 

Leila Badawi is a London-based freelance writer, 
journalist and researcher. She has contributed to the 
BBC, The Guardian and several other publications.

Newly constructed 
housing in Riyadh,  
the Saudi Arabian 
capital city. The 
country’s population 
has doubled in size 
over the past two 
decades, reaching 
28.4 million people
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Building bridges between  
Islamic and non-Islamic markets
The relationship that exists between European and Islamic markets is long established,  
but the two regions also collaborate in third markets, says Solomon Teague

C ooperation between independent 
institutions in third parties can be 
difficult to define and quantify. “Trade  
is conventionally a bilateral discipline,” 
says Douglas Johnson, chief executive 

officer at Codexa Capital, a boutique investment 
bank that focuses on Islamic finance. “Approaching 
‘cooperation’ from a trilateral perspective creates 
material analytical challenges.” 

Arab countries traditionally consider trade as a 
matter of selling oil, while South-East Asian economies 
are historically orientated towards export growth, 
Johnson explains, making ‘cooperation’ ambiguous.

Yet, viewed in another way, cooperation is  
now so widespread, it is almost invisible. Financial 
markets and relationships are now so dispersed  
and interrelated that looking along national lines  
is increasingly arbitrary and irrelevant. 

Technological advances and increased travel 
have broken down cultural barriers, and greater  
understanding between the Islamic world and the 
West has made doing business easier. 

As deals have grown in size over the decades, 
more of them have been syndicated among groups of 
banks and investors. Islamic and European institutions 
routinely invest jointly in companies, governments  
or projects anywhere from Latin America to Asia.  
The wealth that exists in the Arab world ensures that 
Muslims are represented in many big transactions, 
wherever they occur. 

Where there has been clearly identifiable 
cooperation between the Islamic world and the West  
in third countries, development banks have often been 
at its heart. The Islamic Development Bank is active 
in many sectors and types of project that involve such 
cooperation, particularly in infrastructure, but also in 
areas such as healthcare and education. 

Development banks stand between governments 
and private-sector entities of many sizes, with bids 
for mandates on projects coming from all over the 
world. Deals can emerge in various ways. Islamic 
governments may look to invest in an infrastructure 
project in a third country, or, alternatively, a project’s 
promoters can bring it to the development bank in 
search of expertise or assistance. In this instance,  
“The projects need to be bankable and feasible,  
and the parties involved reputable, for us to be 

involved,” says Mohamed Hedi Mejai, chief  
of investments at the Islamic Development Bank. 

A strong pan-Islamic sentiment among many 
Muslims ensures also there is considerable investment 
between Muslim countries, particularly in the form of 
richer countries, such as the United Arab Emirates and 
Saudi Arabia, investing in poorer Islamic countries,  
for example Yemen and Sudan. 

Islamic development funding
The Islamic Solidarity Fund for Development (ISFD) 
exemplifies this trend. It was launched in 2007 by the 
Islamic Development Bank to combat poverty and 
illiteracy and eradicate disease. It operates a number 
of programmes for poverty reduction, including 
the Vocational and Literacy Program, Microfinance 
Support Program and Sustainable Villages Program.  
The IFSD is also launching programmes dedicated  
to renewable energy and healthcare for mothers  
and children. By the end of 2012, IFSD had  
$1.74 billion 
in assets under 
management,  
and $2.68 billion 
in total pledges 
from 44 member 
countries that 
invested in a 
range of projects 
associated with these programmes. 

This is just one of a huge list of initiatives 
undertaken by the IDB that enable Muslim countries 
to work together to invest in the poorer corners 
of the Islamic world. Other examples include the 
International Centre for Biosaline Agriculture, which 
promotes agricultural development in arid regions, 
and the Youth Employment Support Program, which 
aims to tackle the estimated 25 per cent youth 
unemployment rate across the Arab world. 

The most visible form of European-Islamic 
cooperation is arguably the assistance provided by 
European institutions in arranging the financing of 
projects, either by the banks, lawyers or accountants 
based in London and elsewhere. 

European and other Western institutions also 
actively invest alongside Muslim parties in a range of 
countries and projects. Private-equity companies can 

Islamic and European 
institutions routinely invest 
jointly in companies
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be based in one country, draw investors from 10 others 
and make investments in a further 10 destinations. 
In 2007, for example, Arcapita Bank – a diversified 
financial services company based in Bahrain – formed 
two joint ventures with Layetana Developments – a 
Spanish residential developer – to construct 1,500 
apartments in Warsaw, Poland, for a total development 
cost of over PLN1.1 billion ($356 million). 

This cooperation extends into the manufacturing 
sector, too. For example car-maker Renault Pars is 
a joint venture between French company Renault 
and Iran Khodro Company (IKCO). In this case the 
French company owns 51 per cent and the remaining 
shares are jointly owned by IKCO, Iran’s Industrial 
Development and Renovation Organization and 
Saipa, another Iranian firm. This facilitates growth 
beyond France and Iran, via suppliers, with the fully 
manufactured cars exported around the world. 

The increasing use of public-private partnerships 
for financing means that governments often have 
relationships with companies dating back to former 
projects that they can fall back on. And, in today’s 
globalised world, these relationships are not shackled 
by national borders, with technical expertise often  
the deciding factor in the awarding of projects. 

Islamic banking is another system that is of 
increasing interest to ethical investors beyond the 
Muslim world. The IDB advises private or central 
banks that want to write legislation and create a 
hospitable environment in which an Islamic banking 
sector can flourish. Depending on the circumstances, 
this assistance may be offered with input from  
its sister organisations, such as the European  
Bank for Reconstruction and Development or the 
African Development Bank, with which the IDB  
has agreements intended for just such purposes.

Forging links through banking
Alongside countries such as Saudi Arabia and Kuwait, 
the IDB has been keen to promote the emergence 
and success of Islamic banking in Europe. Equally, 
European countries have been encouraging this 
development, in large part for the benefit of their own 
Muslim populations. However, by catering to citizens 
with ties to other countries, European states also hope 
to facilitate greater trade with those regions.  

In Russia, the Tatarstan Investment Development 
Agency and the Thomson Reuters Agency are seeking 
to promote Islamic banking through the formation  
of the Regional Center for Islamic Finance of Russia 
and the Commonwealth of Independent States.

The IDB helped BTA Bank to introduce Islamic 
finance into Kazakhstan more than 10 years ago, 

although it was not until 2009 that the status of the 
Islamic finance market was formalised. In preparing 
this bill, Kazakhstan solicited the advice and input of 
the United Arab Emirates and Malaysia, among others. 

“A lot of socially responsible investing [is] very 
close to Islamic banking products and we have seen 
increasing cooperation between the Islamic and non-
Islamic banking world in this area,” says Mejai. There 
have been conferences to discuss the development of 
products spanning both markets, for example. “Since 
the financial crisis, especially, we have seen a growing 
interest from central banks and financial authorities, 
which noticed that Islamic banks were not as severely 
affected as many conventional banking institutions.”

Sub-Saharan Africa
Recently, there has been a resurgence of interest in 
Sub-Saharan Africa from the Arab world, with Dubai 
“essentially acting as the new entrepot for Africa,” 
says Johnson. This sentiment was reinforced by the 
director general of the Dubai Chamber of Commerce 
& Industry, Hamad Buamim, who set out a vision 
for Dubai’s future role as the gateway to Africa in an 
interview with How We Made it in Africa. “Historically, 
Dubai has always been a major transit point for goods 
and trade flows from Africa, and this is a role that we 
are seeking to build on over the coming years,” he said. 
Buamim also indicated that, in order to encourage 
more trade and investment flows, Dubai will open a 
series of offices in Africa, the first of which will be in 
Addis Ababa, Ethiopia. 

The IDB’s work in Africa has often been done 
alongside that of other development banks, such as the 
World Bank or the European Bank for Reconstruction 
and Development (EBRD), and private European 
companies can bid for mandates on such projects. 

The IDB made investments worth $1.2 billion  
within its Special Programme for the Development 
of Africa (SPDA) in 2012, including projects, trade 
finance and technical assistance. A large part of this 
investment was made alongside partners, including 
other development banks and private companies  
from around the world, with Mauritania, Sudan, 
Senegal and Nigeria being the four biggest recipients  
of this assistance. 

In 2009, the International Islamic Trade Finance 
Corporation, which is the trade finance arm of the IDB, 
arranged a $25 million trade financing, structured 
as a murabaha (or sales contract), for the Indonesian 
raw sugar refiner, PT Angels, in conjunction with 
Czarnikow Group, a UK-based sugar and ethanol 
supply-chain management firm.  

Multiple development banks can also work 
in conjunction with each other. For example, in 
Azerbaijan the World Bank completed projects 
designed to improve the irrigation distribution  
and drainage systems. The IDB largely financed  
the construction of the Khanarc Canal, with  
Turkey’s Su Yapi Engineering and Consulting  
leading on the construction itself. 

However, cooperation with Islamic institutions 
in third countries is not confined to the West, with 

The most visible form of European-Islamic 
cooperation is the assistance provided by 
European institutions in financing projects
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China playing an increasingly active role in such 
projects, especially in Africa. The bridge over the river 
Niger in Gao, Mali, for example, was financed by the 
IDB, but constructed by the China State Construction 
Engineering Corporation. 

Such cooperation is constantly under discussion 
as participants look to find new ways of promoting 
growth. In September, the EBRD and IDB, along with 
the United Kingdom, acting in its capacity as president 
of the G8 group of countries, jointly hosted a Deauville 
Partnership Investment Conference in London. 
Government representatives and businesses from the 
G8 met with financial institutions and representatives 
from Kuwait, Turkey, Qatar, Saudi Arabia and the UAE 
to discuss how best to stimulate investment and trade 

in Egypt, Tunisia, Morocco, Libya, Jordan and Yemen. 
Elsewhere, the EBRD, International Shari’ah Research 
Academy for Islamic Finance, Standard & Poor’s and 
the Central Bank of India hosted a conference in Egypt 
in late 2012 designed to discuss how best to assist 
small and medium-sized companies in the Middle  
East and North Africa. 

With greater cooperation on the agenda of 
European and Islamic development banks and private 
partnerships springing up that stretch out to other 
regions, a mutually rewarding path lies ahead. 

Solomon Teague is an experienced finance journalist.  
He is assistant editor of International Financing  
Review and also writes for Euromoney.

The Islamic 
Development Bank 
building in Saudi 
Arabia. The IDB  
has worked with 
European firms  
to finance projects  
in other regions
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The Islamic Corporation for the 
Development of the Private Sector 

is a multilateral development financial 
institution and is part of the Islamic 
Development Bank (IDB) Group. 
ICD was established in November 1999 
to support the economic development 
of its member countries through the 
provision of finance for private-sector 
projects, promoting competition and 
entrepreneurship, providing advisory 
services to the governments and 
encouraging cross-border investments.

ICD has an authorised capital of  
$2 billion, of which $1 billion is available for 
subscription. Currently, the shareholders 
of ICD are the IDB (50 per cent), 52 
slamic countries  per cent  and five 
public financial institutions  per cent . 

ICD products and services
1. Long and short-term 
Financing ICD’s mandate, to serve the 
private sectors of member countries, is 
carried out through the provision of a 
variety of products offered to its clients. 

 finances private-sector entities  
and reenfield or e pansion pro ects 
directly through equity participation,  
the purchase of assignable bonds  
and term financing.  also e tends 
short-term finance to cover working 
capital and or raw-materials re uirements 

The ICD: delivering success  
to our member countries

of private-sector entities through 
urabaha or urchase and ease- ack 

for a tenor of up to 24 months. ICD  
can also play a role in mobilising 
resources for financing a pro ect through 
co-financing or syndication.

 e elo ing Islamic financial
institutions and extending  
lines of finance
ICD strives to nurture and empower 
identified channel partners by setting up 
or aiding e isting development banks in 
driving development and growth in the 
Islamic world. This vertically leverages 
two key instruments in order to e tend 
financial aid  institutional e uities and  
lines of finance.

 e tends lines of financing to 
selected banks and financial institutions  
in its member countries as a means  
to improve the access of small and 
medium-si e enterprises S Es   
to medium-term financing and 
concurrently strengthening the balance 
sheet positions of the beneficiary banks. 

3. Advisory services and  
asset management 
ICD provides a wide variety of advisory 
services to governments, public 
entities and private entities of member 
countries with an aim to create the ideal 

Islamic Corporation for the 
Development of the Private Sector

Tel: (966-12) 6361400
Tel: (966-12) 6441644
Fax: (966-12) 644 4427
Email: icd@isdb.org
Website: www.icd-idb.org

environment to facilitate private-sector 
investment and also to assist companies 
in achieving their potential. The range of 
services include issues such as assessing 
the business environment of member 
countries, along with the required reform 
actions, plus advisory services at project 
level in issues such as pro ect financing, 
restructuring/rehabilitation of companies, 
privatisations, Public Private Partnership 

, pro ect finance advisory, raising 
funds though the issue of Sukuk, 
development of Islamic capital markets 
and encouraging the development of the 
business environment for S Es.
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