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• Islamic financial products have evolved and developed considerably from 
simple and straightforward structures to sophisticated and multifaceted 
instruments.  
 

• While Islamic financial products and services offered in the 1980s-90s 
were dominated by deposits and savings products, syndicated project 
financing as well as Shariah-compliant stocks, the last decade has 
witnessed the unveiling of more sophisticated structures, including 
various Islamic investment funds such as Islamic exchange traded funds, 
Islamic money market, Islamic real estates, and real estate investment 
trust, Islamic Hedging etc.  
 

• This evolution is underpinned by the maturity and complexity of market 
alongside more sophisticated and demanding investors 





• Thus far, the industry has recorded double-digit growth rates in various 
segments, and has also further expanded its financing activities to non key 
Islamic finance jurisdictions. 
 

• More importantly, the recent expansion of the industry in last 5 have further 
stamped the transformation of Islamic banking and finance into a more 
competitive and resilient industry.  
 

• Moving forward, the industry’s assets are expected to expand further to 
USD3.4tln by end-2018 (Isra estimation) 
 

• The Islamic financial industry has experienced robust expansion in the past five 
years, recording a 17.3% Compounded Annual Growth Rate (CAGR) between 
2009 and 2014 



• In 3Q 2015, the total of global Islamic asset under management 
(AuM) stood at USD60.2 bln, posting a decrease from the previous 
year AuM of USD75.8 bln (3Q 2014).2 The number of Islamic funds 
declined to 1,030 from 1,161 for the similar period last year.  
 

• This is mainly due to the decline in oil prices and the rapid changes 
in the global regulatory framework which substantially affect the 
overall growth of the Islamic finance industry.  
 

• Notwithstanding this, the sector is projected to register an annual 
growth of 5.05% per annum for the next five years and estimated to 
reach USD 77 bln by 2019. 







• Fitch Ratings says in a new report. Malaysia's Islamic bank financing 
reached MYR390bn as of end-2015, equal to 27% of its banking-
system loans (2014: 25.0%).  
 

• Islamic financing expanded 16.2% in 2015 (conventional banking 
system: 5.2%), and has had a compound annual growth rate (CAGR) 
of 18.2% since 2011, against conventional banks' average of 7.0%.  
 

• The Malaysian Islamic banking system's impaired finanicng/loan ratio 
remained stable at 1.2% in 2015 (conventional banking system: 1.7%), 
while the segment's provision coverage (impairment reserves as a 
proportion of gross loans) remained lower than that for conventional 
banks.  

ISLAMIC FINANCE IN MALAYSIA 



• Sharī’ah-compliant stocks constitute 36% of the assets of 
Islamic funds, and money market instruments 35%, while 
sukūk account for only 7%.  
 

• The number of publicly available Islamic funds increased to 
1220, but their assets under management (AuM) 
decreased so that the average size of an Islamic fund is 
rather small.  



• The total value of Islamic AuM in Malaysia as per June 2015 was 
RM 117.40 bln or approximately USD 27.20 bln, representing 
17.9% market share of the total AuM industry in Malaysia.  
 

• In particular, the country has launched 190 Islamic Unit Trust Funds 
with the total net asset value (NAV) of RM 48.99 bln or USD 11.35 
bln, representing 13.8% of the total unit trust fund industry as per 
June 2015 



Islamic Capital Market 







In terms of the secondary market 
returns performances of sukūk 
instruments, yields have experienced 
considerable volatility during the 
course of 2015, on account of a 
number of global, regional and 
national factors.  
 
Towards the end of 2015, with 
increased expectations of a US 
interest rate increase, yields on US 
Dollar sukūk instruments have 
generally increased year-on-year 
across various jurisdictions  



In South-East Asia, 
profitability levels of 
Indonesia and Malaysia 
declined, although 
Indonesia witnessed the 
more significant drop. Its 
ROA and ROE dropped to 
0.6% and 5.9%, respectively 
(2013: 0.9%, 11.6%); 
Malaysia’s returns were 
0.7% and 8.8%, respectively 
(2013: 0.8%, 10.5%) 







1. The easing of licensing requirements for dealing in fund management and giving 
investment advice.  

2. The possibility for Islamic fund managers to invest their entire AuM abroad.  
3. Liberalised foreign shareholding requirements of unit trust management 

companies which opens the door for wholly-owned foreign fund managers to 
launch and distribute retail funds in Malaysia.  

4. The establishment of bilateral and multilateral arrangements for cross border 
offering of Islamic funds to promote further expansion of markets thus providing 
new opportunities for Islamic fund and wealth managers to grow their businesses. 

5. Tax exemption until 2020 for all fund management companies on fees derived 
from the management of Shariah-compliant investment mandates, including 
Islamic real estate investment trusts and Islamic business trusts. 

6.  Guidelines for Sustainable and Responsible Investment. 
7.  The plan to establish a new Shariah-compliant retirement fund. 





 





Sukuk Features 

• Underlying asset 

• True sale 

• Sell to third party = 
Debt trading ( 
Malaysian only) 

• ‘Inah sale 
(Malaysian) 

• Collateral. 

• Fixed return 

 

Debt Based 
Sukuk 

• Mudarabah / 
Musharakah 
contract 

• No capital guarantee 

• No Profit Guarantee 

• Purchase 
Undertaking at a 
fixed formula 

• Collateral. 

• May sell to third 
party 

Equity Based 
Sukuk  

• Sale contract 

• Leasing  

• Fixed or variable 
rental 

• Collateral 

• Frequent rate of 
return. 

• May sell to third 
party 

Lease-Based  



Issuance of Sukuk must be supported by underlying asset.  
 
Must not only be a debt or cash. Trading of indebtedness is 
prohibited by quite a number of contemporary Shariah 
scholars. 
 
What is asset? 

Characteristic & Features 



Exist physically 
(tangible) 

Must have used 
(halal) 

Owned by the 
seller 

Known its specific, 
descriptions, 
location etc 

Free from 
encumbrances 

Services 
Special 

investment 
projects 

By SC definition, the asset may include financial assets such as receivables and debts, as 
well as non-financial assets in the like of tangible assets, usufructs and services 



NO PROHIBITED ELEMENTS 

Riba 

Gharar 

Gambling 
Non halal 

asset 

Valid 
Sale 



Bases For Sukuk Classification 

Underlying Contracts 

Technical Commercial 

Features of Sukuk 

The nature & type of Asset 

represented by the Sukuk 

Sales-based 

Lease-based 

Partnership-based 

Agency-based 

Asset-based (normal) 

Asset-Backed (ABS) 

Hybrid Structure (Convertible 

& Exchangible) 

 

Debt-based 

Tangible Assets 

Usufruct 

Rights in investment projects 

Special Investment Activities 



WHAT AN ORIGINATOR LOOKS FOR? 

• Capital relief 

• Managing Assets liability 

• Off balance sheet funding 

• Reducing concentration risk 

• Direct access to capital Markets  

• Improved RoA / RoE 
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