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Foreword

I

would like to extend my sincere gratitude to Thomson Reuters and Dubai Chamber of
Commerce and Industry for creating and publishing this report and supporting the Global
Islamic Economy Summit 2013.

Dubai has a long history with the Islamic economy: notably it is home to the world’s first Islamic
bank and stock exchange. More recently, the Dubai Islamic Economy Development Centre
(DIEDC) was established to accelerate and manage the growth of the Islamic economy, guided
by the vision of His Highness Sheikh Mohammed Bin Rashid Al Maktoum, Vice President
and Prime Minister of the UAE and Ruler of Dubai, to transform Dubai into the ‘Capital of the
Islamic Economy’.
The Global Islamic Economy Summit served as a platform for leaders and players from the different sectors of the Islamic economy to discuss business, areas of growth, mutual cooperation
and opportunities in various markets around the world. The extensive insights contained within
this report provide a unique database of knowledge about the Islamic economy the emerging
opportunities and potential solutions to the challenges faced in all its sectors.
We at DIEDC, along with our strategic partners, are committed to working towards the vision
of making Dubai the global centre for the Islamic economy by creating the enabling business
and legislative frameworks that will add impetus to the growth of the Islamic economy not just
in the UAE but globally. This report provides the foundations for the informed discussions that
will be necessary in order for the Islamic economy to fulfill its potential as a major contributor
to the global economy.

H.E. Mohammed Al Gergawi
Minister of Cabinet Affairs
Federal Government of United Arab Emirates
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A

s the first event of its kind to attempt to examine the full scope of the Islamic industries, the Global Islamic Economy Summit was a major milestone. Over its two days,
95 speakers gave their valuable insights and experiences to a packed audience of
more than 2,700 delegates.

The Summit sought to define and set the standard for future events on the Islamic economy
vision, launched by His Highness Sheikh Mohammed bin Rashid Al Maktoum, UAE Vice
President and Prime Minister and Ruler of Dubai, and to help position Dubai as the global
capital of this valuable emerging economy.
The Summit was successful in that it highlighted Dubai’s existing expertise in the Islamic industries — ranging from Islamic finance to halal tourism, food and fashion — and the city’s ability
to bring together the Muslim and non-Muslim worlds for the benefit of the Islamic Economy.
However, perhaps more importantly, the Forum laid out three objectives that if successfully implemented could help lead Dubai closer to its vision. These are regulation,
unification and innovation.
Firstly, the need for a proper regulatory framework governing all aspects of the Islamic
economy is vital. Without this the halal industries will lack proper guidance and governance.

Secondly, unification and standardisation of the term Halal is crucial to the future development of the global Islamic economy. This is not only across cities, but across countries and
continents, as the Muslim world is varied both culturally and economically. Dubai is seeking
to bring the Muslim world together under the concept of one vision.
And thirdly, innovation. This is both across the spectrum of the Islamic economy and more
specifically in the halal products and services available to consumers. We live in a world where
60% of the Muslim population is under the age of 25. The language they speak and how
they communicate is drastically different to that of previous generations. To meet changing
demographics, we need innovation to promote the concept of the Islamic economy. And
we need the private sector to seek innovation in the way they engage with Muslim and nonMuslim consumers.
Together with our partners, Dubai Chamber of Commerce & Industry was proud to host GIES
2013 and were pleased to have the full support of both Dubai’s public and private sectors.
I am confident that this successful Summit helped to play a part in positioning Dubai as the
global capital of the Islamic Economy.

H.E. Abdul Rahman Saif Al Ghurair
Chairman
Dubai Chamber of Commerce & Industry
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I

was incredibly proud last year to represent Thomson Reuters at the first The Global Islamic
Economy Summit (GIES) in Dubai. The Summit facilitated an insightful, constructive dialogue on the importance of both Islamic economics and the broader Islamic economy
moving forward.

Over 2,700 delegates had the GIES bring to life the real opportunity that is the ‘Islamic
economy,’ which touches the lives of 1.65 billion Muslims living in all corners of the world. It
is a demographic that is both younger than the rest of the world and is growing at twice the
rate of the world’s population.

It is a population that in many areas faces  socio-economic challenges that will put pressure
on governments and private sector organizations to create scalable, grassroots solutions that
can facilitate employment, innovation and a measurable improvement in the quality of life.
I believe that within those challenges, lay immense opportunity. The Islamic economy is one of
the largest identifiable market segments across borders and continents, allowing for a common
strategy approach for investors and producers.
As the landmark report ‘State of the Global Islamic Economy 2013’ defined, the opportunities
for businesses span every conceivable sector that is structurally affected by Islamic values:  
including food, finance, lifestyle, health, pharmaceuticals, travel and fashion.
The excitement surrounding the conference, and the report, grow when you think beyond the
economies of today. Consider how these new economic opportunities will impact the aspirations of a young population passionate to shape the future of the world.
Harnessing the aspirations of this population will shape the future success of the Islamic
economy. If nurtured with appropriate public-private support and sensitivity to indigenous
religious values, the Islamic economy can be an exciting force for change.
The GIES 2013 called attention to the importance of a healthy economic system based on
ethical values. Here at Thomson Reuters a strong sense of ethical values runs through the very
DNA of our business, enshrined in our own Trust Principles.  
The future for the Islamic economies has never been so exciting. We at Thomson Reuters hope
you find reading the GIES 2013 Review both informative and stimulating.
I look forward to the conversation continuing and we are determined to be with you every step
of the way on this exciting journey into the future.
Welcome to the ‘GIES 2013 Review: Step Forward for Growth’.

Jim Smith
President and Chief Executive Officer
Thomson Reuters
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Overview
The Global Islamic Economy Summit 2013 (GIES)
generated stimulating discussions merging the six
pillars that make up the Islamic Economy. These
pillars are:
Islamic Finance:
Banking, Takaful, Sukuk, Asset Management, Awqaf

Halal Food:
Food production, distribution and logistics, and supply chain management
Halal Travel:
Family-friendly Hotels, Resorts, Restaurants, Airlines
Halal Lifestyle:
Cosmetics, Pharmaceuticals, Over-The-Counter medications, Media
SME Development:
Supporting halal SME entrepreneurship, mentorship programs, crowdfunding
Islamic Economy Infrastructure:
Standards, certification and accreditation development
These key sectors were discussed over the two-day event with the objective of providing actionable recommendations for the industry to support the growth in the Islamic
economy and bring down the barriers between the sectors which currently operate
primarily within their own silos with minimal crossover. Panelists identified the key
challenges faced by the Islamic Finance and Halal sectors, areas where the sectors
have for too long talked past each other, in order to chart a road map for sustainable
growth into the future.
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Summit highlights

The Global Islamic
Economy Summit
was a major event
which highlighted the
interest in the Islamic
economy. It attracted
senior representatives
from governments,
multinational corporations
and leading Islamic
financial institutions.

TOP | HH Sheikh Mohammed Bin
Rashid Al Maktoum, Vice President
and Prime Minister of the UAE and
Ruler of Dubai with Jim Smith,
President & CEO, Thomson Reuters
RIGHT | Dr. Mark Mobius Executive
Chairman, Templeton Emerging
Markets Singapore
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Key findings
All sectors identified consumer education and understanding within the halal sectors of consumer demand
as ‘key’ to the development of the Islamic Economy.
While speaking in different terms, Islamic finance and the halal sectors recognize
that what the ‘halal’ or ‘sharia-compliant’ labels represent will require a transformation.
In the halal sectors, there is a shift beyond halal towards a conception of ‘tayyab’
(wholesome) which incorporates sustainable food chains, a concern for animal
well being and organic food. In Islamic finance, the focus is towards moving from
‘form’ to ‘form and substance’, where Islamic banks are recognizing the need to
take back the ‘ethical’ label which other financial institutions are trying to adopt to
gain market share.
Beyond the company-level focus on consumer awareness, transparency, education
and branding, both Islamic finance and the halal sectors acknowledge the need for
standards that are widely recognized and enforceable across the respective sectors.
The halal sectors are looking towards international standard setting organizations
within Islamic finance as a model to replicate to broaden the acceptance of a
common set of standards industry-wide. Islamic finance participants recognized the
importance not only of standards, but also of certification and accreditation bodies
and the role of enforcement to ensure that not only are standards in existence, they
are, perhaps more importantly, also binding.
The host city, Dubai, provided an example for how national governments can
support the development of the Islamic economy when Sheikh Mohammed bin
Rashid Al Maktoum, Vice President and Prime Minister of the UAE and Ruler of
Dubai announced shortly before GIES the Islamic Economy plan which panelists
believed could play a key role in infrastructure development (global standards and
certification) that could be used in multiple markets and support future growth in
the Islamic economy.
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The Evolving Global Economic Landscape and the
Impact of the Islamic Economy
Speakers
H.E. Hamad Buamim | President & CEO
Dubai Chamber of Commerce & Industry, UAE

Panelists

Agenda

H.E. Eng. Mohammed Al Shihhi | Undersecretary
Ministry of Economy, UAE

With 1.6 billion Muslims, the Islamic world now represents a
diverse set of cultural values and economic conditions. With all
of these people sharing the same religion and, increasingly, a
youthful and restless population, the search is on for dynamic
and forward-thinking leadership to help shape their future, build
wealth and prosperity for their families and ensure a better livelihood for their children.

RT Hon. Baroness Warsi | Senior Minister of State
Foreign & Commonwealth Office, UK
H.E. Bpk. Dr. Sapta Nirwandar | Deputy Minister
Ministry of Tourism and Creative Economy, Indonesia
H.E. Ambassador Mouhamdou Doudou Lo | Director General
Department of Economic Affairs, Organisation of Islamic
Cooperation, Saudi Arabia

Moderator
Yousif Gamal El-Din | Journalist & News Anchor
CNBC, UAE

The global economy is shifting from Western-centric growth to
Emerging Market-centric growth and 10 out of the 25 largest
growth economies are Muslim-majority countries and 65%
of global oil supply spring from Muslim lands. However, this
resource-driven growth created a large and growing wealth gap
among Organization of Islamic Coorperation (OIC) countries: 72%
of the total GDP of the 57-nation OIC come from 10 countries.

Summary

wwThe Islamic economy represents a key opportunity to move
outside of the halal food and Islamic finance sectors that
currently dominate the sharia-guided sectors.

wwThe Islamic economy can provide meaningful opportunities
for employing the large and growing youth population in
majority-Muslim countries.

wwTo gain full benefit from the Islamic economy to capitalize on
unrealized potential, OIC countries must lead its development.

wwCountries outside the OIC have a large presence within
the Islamic economy and can benefit if it is used to narrow
economic differences between OIC countries and build the
micro-, small- and medium-sized enterprise (MSME) sector,
intra-OIC trade and a larger middle class.

wwThe

UAE’s geographical proximity at the center of the
Muslim world provides an opportunity for it to lead in trade,
standards and certification to support growth globally in the
Islamic economy.
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Recommendations

1. The competition among cities and nations to be the
center of the Islamic economy has to yield to the
development of common standards for areas within
the Islamic economy and governance structures to
ensure the authenticity of the certification process
notwithstanding cross-country differences.  If Dubai
wants that role it must follow through as a facilitator
for the relevant global partners in the different pillars
of the Islamic economy.
2. Development of the Islamic economy will have to encourage development of cross-border links between
the member countries of the OIC by continuing cooperation at the multi-lateral level and encouraging
business links through breaking down trade barriers
through preferential trade agreements and work towards
a Free Trade Area as laid out by the OIC Ten-Year

H

.E. Hamad Buamin opened proceedings with a
call for delegates and participants to look beyond
Islamic finance and embrace the complete concept
of the Islamic economy, a growing industry with a
surfeit of opportunities as well as challenges. He said: “[It is]
a huge task, a responsibility, and a great opportunity.” We
need solutions, he said, to find productive and beneficial
employment for the 62% of the global Muslim population who
are under 30 years old. The Muslim world, with its increasing spending power and demand for more sharia-compliant
products and services, is the driver for the industry’s growth.
For industry players, the world’s thinkers and leaders, collaboration is key for the proper development of the Islamic
economy. Dubai is seeking to work with global partners to
develop and grow the Islamic economy to benefit Muslims
and non-Muslims alike.

The Islamic economy is a
multi-national issue
The UAE views the Islamic economy strategy as a global model,
and not just one for Muslims. H.E. Eng. Mohammed Al Shihhi
said: “The Islamic economy is the future – it will not replace
the conventional but complement it.” He stressed that OIC
members must take the lead. However, as H.E. Ambassador
Mouhamdou Doudou Lo said: “The OIC countries have great
potential but suffer from growth below economic potential.” The
OIC has been developing strategy and enhancing cooperation
between member countries at all levels for the development

Programme of Action to meet the Challenges Facing
the Muslim Ummah in the 21st Century.
3. The Islamic economy standards should incorporate
best practices to expand the level of financing of
micro-, small- and medium-sized enterprises (MSMEs)
across the OIC and promote greater use of discretionary Muslim charity (infaq and sadaqa) for MSME
development.
4. There should be broader collaboration between
Muslim country multi-lateral organizations (OIC and
IDB) and other global and regional multilateral organizations like the Asian Development Bank, African
Development Bank, IMF and World Bank on Islamic
economy subjects.

“We’re not closing down the
conventional economy, but
the Islamic economy is a
matter of choice”
— H.E. Bpk. Dr. Sapta Nirwandar,
Deputy Minister, Ministry of Tourism
and Creative Economy, Indonesia

of the Islamic economy as part of its 10-year plan that began
in 2005. The cooperation crosses sectors from tourism, health
tourism, agriculture, and managing and abating food crisis in
member countries.
If the Islamic world is to capitalize on the West to East shift in
economic growth, it must focus on accelerating growth and
development within the OIC, starting with a broadened intra-OIC
trade preferential system and cooperation. H.E. Al Shihhi noted
that while intra-OIC trade grew from $205 billion in 2005 to $740
billion in 2012, it still has significant room to grow.
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Indonesia has capitalized on the growing demand for halal
products and services, and the government has prioritized
halal beyond Islamic finance. The halal tourism and food
sectors are priorities for the Indonesian government to further
develop. Indonesia has plans in place for what it calls its ‘sharia
economy’. This ‘sharia economy’ is seen as one that will benefit
the domestic market as well as the foreign investor base. Growth
opportunities are also seen in financing and funding SMEs, and
Indonesia would very much like to see more solutions for Islamic
finance to provide for SME growth. Like the UAE, Indonesia
is not developing its Islamic economy at the expense of the
conventional economy. H.E. Bpk. Dr. Sapta Nirwandar said:
“We’re not closing down the conventional economy, but the
Islamic economy is a matter of choice.”
The UAE sees key steps forward are needed in legislation,
policy-making and governance for the Islamic economy. For
example, H.E. Al Shihhi pointed out that currently regulations
for the halal food sector is controlled by more than 300 disparate certification bodies around the world and if the UAE
acts as a focal point for trade in halal products, it will be able
to take a lead to create unified global halal standards for food,
cosmetics, personal care, textiles and leather under efforts
currently under development at the Emirates Standardisation
and Metrology Authority (ESMA). Dubai is also working towards
establishing bodies that ensure the implementation of Islamic
quality standards.

Improving ‘brand Islam’
Outside of the OIC and the Muslim-majority countries, the
United Kingdom sees the opportunities of the Islamic economy
in different ways. RT Hon. Baroness Warsi acknowledged the
negative perceptions that many the world over have of Islam
but she sees the opportunity now to improve ‘brand Islam’:
“Brand Islam is important but PR has not been good. Linking
it to economy is a positive move forward.”
The emerging middle class in the new growth economies from
the Muslim world is an opportunity for the UK as more people
will want goods and services, and the UK’s doors are open for
investment and trade. The UK will benefit primarily from the Islamic
economy due to a growing middle class in the OIC countries,
which opens up new markets for British goods.
The Baroness said that London has an opportunity in Islamic
finance by capitalizing on its status as a global financial centre.
The UK, she said, encourages development in Islamic finance
by ensuring that it can be sold to different communities, whether
Muslim or otherwise, who are interested in ethical alternatives
after the financial crisis. The UK government is (re)committed
to the growth of Islamic finance within its shores, evident by
the Prime Minister’s announcement in October 2013 to issue
the country’s first sovereign sukuk in 2014.

For its local Muslim population, a series of domestic measures
have been announced to better engage and economically
include British Muslims who now make up approximately 5%
of the population. Baroness Warsi warned that standardization
should not focus on reaching conformity on theology. Britain
must decide whether to respond to the increasing calls for
standardization in Islamic finance by joining the international
Islamic finance infrastructure bodies, or by replicating these
organisations to encourage genuine cross-border transactions
for international flows.
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1 | Panelists of “The Evolving Global Economic Landscape and the
Impact of the Islamic Economy” Session 2 | Yousef Gamal El-Din,
Journalist & News Anchor, CNBC, UAE 3 | From Left to Right, H.E.
Eng Mohammed Al Shihhi, Undersecretary, Ministry of Economy,
UAE and RT Hon Baroness Warsi, Senior Minister of State Foreign
& Commonwealth Office, UK 4 | H.E. Hamad Buamim, President &
CEO, Dubai Chamber of Commerce & Industry, UAE
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Leading a New Economic Paradigm — Beyond
Halal Food and Islamic Finance
Panelists
H.E. Essa Kazim | Chairman of Borse Dubai; Chairman of Dubai
Financial Market; Secretary General of the Islamic Economy
Higher Committee, UAE
Saleh Lootah | Managing Director
Al Islami Foods, UAE
Gerald Lawless | President and Group CEO
Jumeirah Group, UAE
V Shankar | Group Executive Director & CEO, Europe, Middle
East, Africa & Americas
Standard Chartered, UAE

Moderator
Rafi-uddin Shikoh | Founder
DinarStandard, USA

Agenda
The Islamic economy comprises six core economic sectors that
are structurally affected by Islamic values and principles – halal
food, Islamic finance, clothing/fashion, tourism, media & recreation
and pharmaceutical & cosmetics. Halal food and Islamic finance
have traditionally been the vanguards of the Islamic economy
but all growth sectors must now be considered in convergence,
after operating too long in silos. The most prominent opportunity
is for Islamic finance to connect with the synergetic halal food
& lifestyle sectors which are in their infancy within a large and
growing market segment.
Rafi-uddin Shikoh opened the session with key insights from
the State of the Global Islamic Economy Report 2013, the first
comprehensive study of the six core sectors and their ecosystems. The report covers not only the 57 OIC countries but also
Muslim consumption in non-Muslim-majority countries. Eight
key drivers push the Islamic Economy forward – four are Islamic
driven and four are global drivers. [Fig.1.1]
Global expenditure of the 1.6 billion Muslim consumers on food
and lifestyle sectors is estimated to be $1.62 trillion in 2012,
and this figure is expected to rise to $2.47 trillion by 2018. The
Islamic finance sector has assets currently estimated to be $1.35
trillion in 2012, with the potential universe of Islamic banking
assets in core markets standing at $4.1 trillion, assuming an
optimal scenario.
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Fig. 1.1 | 8 Islamic Economy Drivers, from the State of the Global Islamic Economy Report 2013
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Summary

wwThe Islamic economy core sectors, individually and separately,
must be positioned as being for everyone — Muslims and
non-Muslims — in order to reach the widest consumer base
possible beyond Muslim core markets.

and offer full transparency for consumers to make informed
decisions. Additionally, halal food companies from OIC
countries are largely stuck as family businesses and face
numerous challenges to expansion.

wwThe halal food and Islamic finance sectors have been the

wwIslamic finance has many opportunities in financing the halal

most visible of the Islamic economy core sectors but they
have developed in silos with very little convergence between
the two. Before greater convergence is attempted, however,
each sector must first resolve its own issues in order to better
support the overall Islamic economy.

food sector but the fragmented nature of the halal food sector
and trade barriers between OIC countries limit the attraction
of greater investment. Halal food & lifestyle will not flourish
without effective capital deployment and vice versa.

wwThe lack of standardization for the halal and Islamic finance
sectors is holding back their growth towards achieving critical mass.   

wwIn order to rise to the global stage, the halal food sector
needs to improve the quality of its processes and products

wwIslamic finance must move towards more authentically Islamic
products instead of simply replicating conventional finance
within an Islamic wrapper.

wwThe hotel and hospitality sector, unlike halal food and Islamic
finance, is largely driven by consumer demand and preferences of the growing Muslim travel market.

H.E. Essa Kazim, Chairman of Borse Dubai; Chairman of Dubai Financial Market; Secretary General of the Islamic Economy Higher Committee, UAE
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Recommendations

1. Develop standards for use across the Islamic economy
sectors and leverage Dubai’s status as a trade hub geographically located at the center of the OIC to facilitate
widespread adoption of Dubai’s standards.
2. Institute passporting regime for Islamic finance products
across GCC countries as a key first step towards opening
capital markets across the OIC to provide financing for
Islamic economy companies.

4. Identify sources of financing to encourage M&A activity
within the halal sector to promote larger companies that
provide entirely halal products across multiple sectors.
5. Develop working group among Islamic finance stakeholders to provide input on behalf of the Islamic finance
industry to influence new capital rules like the Basel III
standards.

3. Use the Islamic digital economy initiative to encourage
more consumer feedback on product marketing and
appearance and the multicultural makeup of Dubai’s
population to build best practices for halal food products.

H

.E. Essa Kazim stated that Dubai’s aim is to capitalize on the vast opportunities presented by the Islamic
economy. The emirate is building a legislative and
institutional framework to support a systematic development of all pillars of the Islamic economy both separately
and in convergence. Key to developing the Islamic economy
is the establishment of high-level sharia boards for the halal
and Islamic finance sectors, and emphasis will be placed on
corporate governance for both financials and non-financials to
be truly sharia-compliant throughout their value chains.
Accreditation and standardization will also be put in place to
promote halal products. Dubai will concentrate on areas where
it has competitive advantage — trading, tourism, travel, logistics, and finance. The development of proper frameworks and
institutions for the Islamic economy ecosystem will also be a
focus — the areas that take priority are the digital economy,
information and education. In terms of financing the Islamic
economy, Kazim considers closing the large gap between the
demand for and supply of sukuk — currently estimated at $200
billion — as key. However if Dubai is to attract capital from other
centres, that capital must be given free flow of movement;
passporting, then, is critical.
But Dubai can only do so much as a facilitator and capital of the
Islamic economy. Critical mass will help manufacturers and suppliers achieve lower costs, but the Islamic economy sectors are
fragmented; the first step to achieving critical mass is common
standards at least for the OIC countries. Thereafter an accreditation body would be needed to ensure proper implementation
of these standards. As Capital of the Islamic economy, Dubai

sees the importance of collaborating with different centres in
order to build a critical mass for the Islamic economy. Kazim
stressed that Dubai will develop the Islamic economy alongside
the conventional one.
Saleh Lootah emphasized that the strategy for the Islamic
economy must be to position halal for everybody and not just
for Muslims. Muslim consumers have been the ‘quick wins’
for the halal sector, but, he said: “Previously, we [halal food
producers and suppliers] had been punishing consumers with
bad products that are not up to standard, packaged badly, and
passing them off as halal.” Either halal delivers to its best or
at least at par with offerings from the Western markets, or the
Islamic economy will not truly live up to its potential, he warned.
In order to move the Islamic economy farther down the right
path, the issue of multiple standards must be addressed. There
is no single global standard for halal, with each country enforcing
their own standards. “We create confusion for ourselves, and
make it difficult for ourselves to achieve success,” said Lootah.
Dubai can facilitate and lead one standard for halal but in the
end the choice lies with the consumer. “The best muftis are
the consumers themselves. You have to let them decide what
they want to eat.” However, the halal sector must ensure full
transparency vis-à-vis ingredients, food preparation etc., for
consumers to make informed consumption decisions.
The (lack of) growth and expansion of companies in the halal
food sector is another issue. Most halal food companies of the
OIC countries remain as family businesses and they cannot
achieve scale and rise to the global level. Hence they cannot
compete with the likes of multinationals like Nestle.
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The Jumeirah Group puts their customers at the heart of their
strategy. In the hospitality business, “it’s all about understanding
your guests”, said Gerald Lawless. The growth of the Muslim
travel sector is important for the hotel and hospitality industry
overall, and the sector must understand the value of this growth.
Jumeirah, according to Lawless, is on the way to coming up
with a full Standard Operating Procedure for family-friendly applications for Jumeirah hotels worldwide.

disposable income. But Islamic products appeal not only to
Muslims but also to everyone, and so with Islamic finance the
investor base can be further broadened. Standard Chartered’s
Islamic finance business doubles every four years and it has
achieved a CAGR of 18-19 percent, according to Shankar. It is
a lucrative business with quick returns — in Pakistan converting
a branch from conventional to Islamic finance has a payback
period of nine months, he said.

Jumeirah sees merit in staying culturally connected with its
guests and understanding cultural sensitivities e.g. menus in
Arabic are provided in their London hotels to accommodate
Arabic-speaking guests, and halal food is provided in their New
York City hotel. Within Dubai, Lawless mentioned that Jumeirah
has a ladies only floor in Emirates Towers and families-only sections of beach at their hotels. Guests must also be given the
opportunity to relay their preferences at the point of booking
their holidays. This feedback is invaluable especially to properly
provide for Muslim travelers who may be looking for family-friendly
activities and facilities. As Dubai works on developing itself as
a family-friendly/halal travel destination, the private and public
sectors will have to work together to be successful.

However, as rapidly and successfully as Islamic finance has
grown, a lot of Islamic finance today is about replicating conventional products and slapping on an Islamic wrapper. In terms
of regulation, Islamic banks are unfairly disadvantaged in the
process e.g. Basel III is driven by conventional finance. Islamic
countries, said Shankar: “Islamic countries and banks need to
be far more vociferous, vocal and rigorous and participate in
global forums in order for global regulations to be written with
Islamic Finance in mind...” After 40 years, there are still issues
with regard to tax treatments and handling insolvency within
the Islamic finance space, and global standards followed by
all is wanting.

V Shankar predicts: “…in the next 10 years in the financial
sector if you don’t have a strategy for renminbi or Islamic finance
then you’re in trouble because the two rising forces of the financial world are renminbi and Islamic finance.” Demographics,
devotion and disposable income — these are the 3Ds driving
the growth of Islamic finance. The global Muslim population
is largely young, diverse and dispersed but drawn together
by devotion to Islam, and this population has an increasing

91 percent of food imports into OIC countries come from
non-OIC markets. Shankar agrees that Islamic finance clearly
sees opportunity in the halal food space but there are many
trade barriers within OIC countries that are unattractive and
limiting for investment. He pointed out that intra-OIC trade is
currently less than 20 percent, and that this could be significantly
accelerated and enhanced if a Free Trade Agreement were to
be established for all OIC countries.
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& CEO, Europe, Middle East, Africa &
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Managing Director, Al Islami Foods, UAE
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Keynote:
The ‘New Normal’ and the Islamic World
Speaker

Agenda

Dr. Mark Mobius | Executive Chairman
Templeton Emerging Markets, Singapore

The developed world has entered a sustained period of economic stagnation. With high debt, poor fiscal management
and an ageing population and infrastructure, the promise of
prosperity is no longer the realm of developed nations. There is
a ‘new normal’ taking shape with Emerging Markets (EMs) and
Frontier Markets (FMs) driving global economic recovery and
outperforming the developed nations. Where do the economies of the Muslim-majority countries fit into this ‘new normal’?

Moderator
Yousef Gamal El-Din | Journalist & News Anchor
CNBC, UAE

“The tax situation here in the
UAE is very favourable for
equity investors, all investors.
I think the opportunity here
is much much greater going
forward.”

Templeton Emerging Markets has over $40 billion of assets
under management around the world. Part of Franklin Templeton
Investments — one of the world’s biggest investment managers with assets under management close to $850 billion
— Templeton Emerging Markets started business in 1987 but
only entered the sharia-compliant sector in 2011 with its first
fund — Templeton Shariah Asian Growth Fund — in Malaysia.
The Templeton Shariah Global Equity Fund and the Franklin
Templeton Global Sukuk Fund came after. The company now has
its sights on expanding in the Middle East. Templeton Emerging
Markets now manages approximately $1.1 billion in shariacompliant assets. The company is led by Executive Chairman
Dr. Mark Mobius, one of the world’s leading EM investors.

— Dr. Mark Mobius, Executive Chairman,
Templeton Emerging Markets, Singapore

Summary

wwDr. Mobius’ view of investing in Muslim-majority countries
and sharia-compliant assets can be summed up with his
statement: “We are excited and positive about what’s
happening in the Islamic world.” He projects at least a
doubling of the performance of stocks in Muslim-majority
EMs and of EMs overall up to 2020.

wwDespite instability leading to volatility in Muslim-majority
countries, Dr. Mobius takes a long-term view on growth

and in Egypt, for example, he has faith in the long-term
to invest in the country.

ww“London doesn’t stand a chance,” he said, as to which
city — Dubai, Kuala Lumpur or London — was best
placed to become a centre for Islamic finance. He attributes London’s disadvantage to a less favourable tax
environment for investors, and increasing regulation,
which, he said, is inhibitive for free markets.
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Dr. Mark Mobius, Executive Chairman, Templeton Emerging Markets, Singapore
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D

r. Mobius addressed the factors and indicators that contribute to the growth of EMs and FMs, and the place and role of
Muslim-majority countries.

Indicator
1

Growth rates

Growth rates of Muslim-majority EMs and FMs have been volatile but average
growth has been around 4.5 percent which he considers to be “very very good”.
Even the Mediterranean North African countries such as Libya and Morocco have
registered good growth rates despite volatility.

2

Population

Population growth of Muslims is above average growth of world population. In 1990
Muslims constituted approximately 19 percent of world population. In 2013 that
proportion has grown to approximately 25 percent.

3

Flow of funds

Flow of funds into EMs has been increasing at a rapid rate and it is not abating.
While fixed income areas are growing, the largest proportion of funds has gone
into equity.

4

Money Supply

The U.S. Federal Reserve tapering of its bond-buying programme, in reality, does
not mean very much because central banks around the world have “an incredible
increase in their capital base”, said Dr. Mobius. This is true not only for the United
States but also for the European Union, China and Japan. Since 2008, he said,
there has been almost a tripling of central banks’ balance sheets.

5

SWFs

There has been growth in sovereign wealth funds not only for the developed nations
but also from EMs. The approximate aggregate value of global SWFs is $6 trillion,
42 percent of which originate from Muslim-majority countries.

6

Forex reserves

Muslim-majority EMs and FMs have increased their forex reserves by wide margins.
Overall, there has been an increase in forex reserves in EMs, and their levels have
surpassed those of the advanced economies since 2004.

7

Credit ratings

With greater forex reserves and money supply, there have been more debt rating
upgrades for EMs than for advanced economies. Between 2000 and 2013, 50
percent of EMs were upgraded compared to 11 percent of advanced countries. 20
percent of EMs were downgraded compared to 45 percent of developed countries,
and among Muslim-majority countries 53 percent were upgraded versus a lower 22
percent of downgrades.

8

Capital market and
market capitalisation

In 1987 when Templeton Emerging Markets started investing in EMs, they could
only invest in six countries, most of which were in Asia, and Mexico. In 2013 they
are in over 60 countries, including many FMs in Asia, Africa, Latin America and
Eastern Europe.
The share of the world’s market capitalization by EMs has risen from 5 percent in
1987 to 35 percent in 2013.
For Muslim-majority countries, their market capitalization as a percentage of world
market capitalization was 2 percent in 2003 but in 2013 has doubled to 4 percent.
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Indicator
9

Stocks performance

Since 1987 EMs have outperformed the world index by a very wide margin. In only
2 of the last 12 years did EMs underperform the world – 2008 and 2011. EMs
started outperforming world stocks again in 2012.
The MSCI EMs World Islamic Index was underperforming for a while but has now
begun to outperform the World (Islamic) Index.
Muslim-majority markets that have outperformed the World Index include Indonesia,
Turkey, Malaysia and Qatar; all their respective MSCI Islamic Indexes have outperformed World Islamic Index.
The UAE has been underperforming. However, this has started to change with a
recent much more bullish market in the UAE.

10

Earnings Growth

EMs have easily returned higher earnings growth than developed countries. A
5-year historical average to October 2013 shows that EMs earnings growth was
14.7 percent versus the 12 percent for developed countries.
Within the Muslim-majority EM world, EPS growth has been 11.5 percent versus 8
percent in developed countries.

11

Stocks Valuation

EM stock markets are cheaper, with Price/Earnings ratio (12 months forward) of
10.3x versus 14.3x for the rest of the world. In Muslim-majority EM countries, the
P/E ratio is 9.9x.

12

Sharia-conscious
consumers

There is a noticeable rise in sharia-conscious consumers.
Referring to a survey finding, to the question: Is the market for sharia-compliant
products and services significant for your organisation’s business today and in
3 years time? 54 percent of respondents said they are significant today and 68
percent said they would be significant in 3 years time.1
To the question: How important is easy access to sharia-compliant finance for
your business and customers? 55 percent said it is important for business, and 58
percent said it is important for their customers.

13

Convergence

Dr. Mobius believes that ESG is in line with sharia thinking, and this is leading to a
growing convergence between the two. As a result an increasing number of corporates are paying attention to the sharia model, and this means that there is a market
for sharia products among non-Muslims.

1 This question was part of a survey titled ‘The Shariah-conscious consumer driving demand, a report from Economist Intelligent Unit, commissioned by Kuwait
Finance House’
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Dr. Mobius believes that Dubai can meet its aim to be the
world’s capital for the global Islamic economy, as its potential
is “incredible”. The Middle East, and especially Dubai, has
“a great opportunity”, he said. He finds the UAE the easiest
country in the Middle East to do business, and considers the
equity-friendly environment “gratifying”. “In all of these Islamic
countries there is a friendliness towards equity, towards stock
markets and that is very gratifying for us. Everywhere we go
we can find stock markets.”
The UAE also has a favourable tax environment: “The tax
situation here in the UAE is very favourable for equity investors, all investors. I think the opportunity here is much much
greater going forward.”

London’s tax and level of
regulations ‘inhibitive’ for markets
He rules out London as a contender for the right to be called
the world’s Islamic finance centre due to its unfavourable tax
environment and increasing regulation which he considers
“inhibitive” for markets. However, he qualified that while embezzlement and fraud cannot be tolerated, regulators must allow
investors and the markets to make their own decisions. He
considers the amount of time it takes to manage compliance
with regulations in Western centres — London, U.S. and the
EU — is “becoming very expensive”.
However, despite a majority of the Middle East speaking the
same language and adhering to the same religion, much more
needs to be done to improve integration and regional cohesion.
But this fragmentation also exists in other parts of the world,
as competition leads to different standards and levels of IPOs,
trading etc. He is optimistic for greater regional cohesion as he
sees regulators increasingly working together as they realize
the extent of cross-border flows and the global economy.
Templeton Emerging Markets currently manages about $4
billion in Frontier Market funds. This includes Africa, the Middle
East, and countries in Asia such as Vietnam and Pakistan,
as well as Eastern European countries such as Romania and
Bulgaria. But the biggest holdings within the Frontier Markets
fund are from the Middle East, and African countries, with the
largest being Saudi Arabia and Nigeria. “The Middle East is
very important for us.”
Among the Middle Eastern countries he picks Saudi Arabia,
the UAE and Qatar as top investment destinations (and in that
order). Templeton Emerging Markets will invest in any market
in the Middle East, even Iran if and when the market opens
up, calling Iran “a very very exciting market”.

“There is a fundamental ethic
in the society which means
that they will not go too far in
creating a chaotic situation so
we have faith over the long-term
to invest in Egypt. And that’s true
for many of the other countries.”
— Dr. Mark Mobius, Executive Chairman,
Templeton Emerging Markets, Singapore

Big opportunities & challenges in
the largest markets

The instability in the region, he said, does not affect their
appetite. “We love instability because it means volatility and
the ability to buy cheaper stocks in a volatile time is good.”
However they must be convinced of a market’s long-term
development. Citing the example of Egypt, he said: “There is
a fundamental ethic in the society which means that they will
not go too far in creating a chaotic situation so we have faith
over the long-term to invest in Egypt. And that’s true for many
of the other countries.”
Apart from his top pick Saudi Arabia, Dr. Mobius also considers
Indonesia an important market: “Indonesia, Saudi Arabia, these
are the big markets that have the potential to become bigger
than they are now”. But, he said, there are a lot of restrictions
to overcome, especially in Saudi Arabia.
Looking at the overall Islamic economy core sectors, food and
finance are the biggest today, he said, and will be strongest in
three years too. He is positive and optimistic about investing
in the Islamic space and in Muslim-majority countries, taking
the long-term view that leading up to 2020, there will be at
least a doubling of performance for EMs in the Islamic world,
and for EMs overall, with market capitalization for EMs growing
beyond its current 35 percent share of world capitalization.
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Awards
34 Islamic Economy Awards
44 EFICA Awards
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Islamic Economy Awards
About the Award
The Islamic Economy Awards was managed under the
patronage of H.H. Sheikh Mohammed bin Rashid Al
Maktoum, Vice President and Prime Minister of the UAE
and Ruler of Dubai, and directed by H.H. Sheikh Hamdan
bin Mohammed bin Rashid Al Maktoum, Crown Prince of
Dubai and Chairman of the Executive Council.
These flagship awards for the Global Islamic Economy
Summit 2013 celebrated established and emerging companies that have demonstrated significant business and

social impact using the Islamic economic ethos, and have
inspired a new generation of leaders. A Lifetime Achievement
Award was bestowed upon an individual who has been a
significant pioneer of the Islamic economy with a history
of achievement. Winning an Islamic Economy Award is a
prestigious honour. These inaugural Award winners have
set the benchmark for leadership in the Islamic economy
and will receive media and industry recognition both regionally and globally.

Judges
Andreas Schotter Ph.D.
Professor of Global Strategy
Ivey Business School, Canada

Mr. Darhim Dali Hashim
Executive Director
Azka Capital/ International Halal Integrity Alliance, Malaysia

Dr. Ahmed Al Janahi
Deputy Group CEO
Noor Bank, United Arab Emirates
Board Member and Managing Director
Noor Takaful Family & Noor Takaful General, United Arab Emirates

Mr. Fareed Lutfi
Group Director
Dubai Holding, United Arab Emirates

Dr. Fatih Mehmet Gul
Founder and Executive Director
CSR Middle East, Turkey

Dr. Tariqullah Khan
Professor of Islamic Finance
Hamad bin Khalifa University, Qatar

H.E. Hussain Al Qemzi
Chairman
Awqaf & Minors Affairs Foundation, United Arab Emirates
Chair of Judges Panel

Mr. Khalid Al-Aboodi
CEO
Islamic Corporation for the Development of the Private Sector,
Islamic Development Bank Group, Saudi Arabia

Mr. Tayeb Abdulrahman Al Rais
Secretary General
Awqaf & Minors Affairs Foundation, United Arab Emirates

Ms. Shelina Janmohamed
Vice President
Ogilvy Noor, United Kingdom

Professor Dr. Mohd Azmi Omar
Director General
Islamic Research and Training Institute, Islamic Development
Bank Group, Saudi Arabia

35

Winners
2013 Lifetime Achievement Award
H.E Ahmad Mohamed Ali Al Madani

Halal Food Award
Saffron Road

Saffron Road brand prepared to launch in 2010, in areas where the availability of Halal
products were limited, especially in the frozen foods section of mainstream retailers as
well as in high end natural foods stores like Whole Foods Market. Saffron Road thus
debuted nationally in July 2010 in Whole Foods stores as the world’s first all-natural,
Halal-certified, antibiotic free, and certified humane frozen entree.
Saffron Road is recognized as a leader not only in the halal food space, but also as the
premium choice in frozen antibiotic free entrees which are also certified humane and
100% natural. Saffron Road seeks to bring its mission and faith-based values to a higher
calling with the local and global community, embodying a socially-conscious company
ethic, as well as being dedicated to sustainable farming practices.

Islamic Banking Award
CIMB Isalmic

CIMB Islamic is the global Islamic banking and finance franchise of CIMB Group,
ASEAN’s leading universal banking franchise. It offers an extensive suite of innovative
Shariah-compliant products and services that encompass consumer banking, investment
banking, asset management, takaful, private banking and wealth management solutions
in Southeast Asia and other major world cities.
Headquartered in Kuala Lumpur, CIMB Islamic’s main markets are Malaysia, Indonesia,
Thailand and Singapore, countries in which it has full universal banking capabilities. Its
presence covers Southeast Asia and global financial centres, as well as countries where
its Southeast Asian customers have significant business and investment dealings.
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SME Development Award
Shekra

ﺷﺎرك ﻓﻜﺮة
Pre-Funding
Shekra works with entrepreneurs on various areas depending on the phase of their startup

wwIdea phase: Viability? Market Size? Prototype?
wwPrototype phase: Impact? Paying Client? Quality?
wwExisting business phase: Revenue? Growth Barriers?
Funding
Startups are pitched to Shekra’s network of investors to be crowdfunded, giving access
to smart capital, and also, insuring idea protection throughout the process. Startups
which receive commitment for the full funding amount are then funded.
Post-Funding
Once funding is completed, the startups are set to go and the first step is legal structuring. Moreover, Shekra maintains close monitoring of the startup’s activities and helps
provide mentors where needed.

Islamic Funds Awards
SEDCO

SEDCO, Saudi Economic and Development Company (SEDCO) was founded by the
late Sheikh Salem Ahmed Bin Mahfouz in 1976. SEDCO became a holding company
in 1997 adopting asset allocation strategy as a framework to organize the holding’s
investments. In 2009, SEDCO was restructured to establish SEDCO Development and
acquiring CMA license to launch SEDCO Capital. SEDCO is a leading private wealth
management organization that conducts its business according to Islamic guidelines.
It manages a wide and diversified spectrum of real estate investments, investments in
equities, and other businesses in Saudi Arabia and around the world.
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Awqaf Award
Awqaf New Zealand

Islamic Insurance Award
ACR ReTakaful Holdings Limited

With a paid-up capital of $300 million, ACR ReTakaful Holdings Limited (ACR ReTakaful
Holdings) is one of the world’s largest retakaful companies and aims to support and
strengthen worldwide takaful capacity. Leveraging the expertise of its affiliated company,
Asia Capital Reinsurance Group Pte. Ltd., they work towards leading the market in offering retakaful services to the Islamic community. In addition to offering Shariah-compliant
reinsurance to its takaful partners, its business is based on the key operating economic
principle of fairness and justice found within the Shariah. They also believe in and practice
integrity and transparency — two other principles reflected in the Shariah ethos.
ACR ReTakaful Holdings is a joint venture between ACR Capital Holdings Pte. Ltd.,
Khazanah Nasional Berhad and the Dubai Group. They have two operating companies — ACR ReTakaful in Kuala Lumpur, Malaysia, and ACR ReTakaful MEA B.S.C. (c)
in Bahrain.
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Sukuk Award
Majid Al Futtaim Group

Majid Al Futtaim was founded in 1992 and it opened its first shopping mall in Dubai
in 1995. Today, the Majid Al Futtaim Group has become the leading retail and leisure
pioneer in MENA and Central Asia. Built around the City Centre and Carrefour brands,
and famous for the Mall of the Emirates and Ski Dubai, Majid Al Futtaim develops and
manages shopping malls and hypermarkets throughout the region, managing also a
range of complementary businesses to the malls and hypermarkets.
It owns and operates 17 shopping malls with over one million square meters of GLA (Gross
Leasable area), 56 hypermarkets and 53 supermarkets, 11 hotels, 9 cinema locations
with 92 screens, 16 Magic Planet sites and 45 fashion stores. With related interests in
mixed-use communities and consumer finance, the group now employs over 26,000
people made up of over 70 nationalities.
Its business spans the area best described as the MENA and CIS region which encompasses 12 operating countries — Bahrain, Egypt, Lebanon, Georgia, Jordan, Kuwait,
Iraq, Pakistan, Oman, Qatar, Saudi Arabia and the UAE. Over 250 million people experience Majid Al Futtaim each year.
The three pillars of its business are Majid Al Futtaim Properties, Majid Al Futtaim Retail,
and Majid Al Futtaim Ventures. Each has a distinct role to play in delivering its business success.

Islamic Microfinance Award
KIVA

KIVA is a non-profit organization with a mission to connect people through lending to
alleviate poverty. Leveraging the internet and a worldwide network of microfinance institutions, Kiva lets individuals lend as little as $25 to help create opportunity around the world.
KIVA envisions a world where all people - even in the most remote areas of the globe hold the power to create opportunity for themselves and others.
It believes providing safe, affordable access to capital to those in need helps people
create better lives for themselves and their families.
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Halal Pharmaceuticals & Cosmetics Award
Tanamera

Tanamera, in the language of the Malays, literally means Red Earth, an appropriate
name for a range of products whose raw materials are sourced from the rich soil of the
tropical rainforest. Its unique products are formulated as naturally as possible where the
use of artificial coloring, perfume, chemical actives and preservatives are avoided. Its
range of products are created with great care based on Asian tropical spa treatments
and packed for home, travel and professional spa use.
Its effort to maintain the integrity of a real natural product range was recognized in 2005
when they were awarded the Good Design Award (“G-Mark”) by Japan Industrial Design
Promotion Organization (JIDPO). G-Mark is Japan’s only synthetic design evaluation /
recommendation system which is based on “Good Design Selection System” established
by the Ministry of International Trade and Industry of Japan in 1957. Tanamera was also
the winner of the best Home Spa products in the Malaysian Wellness Award 2009 and
numerous local awards. They were also awarded the status of Halal Champion by Halal
Development Corpoeration of Malaysia in 2010.
What started out as a dream behind their mother’s house is now on the way towards
global success. Tanamera can now be found in spas in Germany, Denmark, Czech
Republic, Russia, United Arab Emirates, Japan and Vietnam and many more countries
in the near future, inshallah. Tanamera was made available to Malaysia in 2007 and has
made a mark in the natural and wellness market in Malaysia.

Islamic Economy Compliance & Standardization Award
The Islamic Food and Nutrition Council of America (IFANCA)

The Islamic Food and Nutrition Council of America (IFANCA) is a non-profit Islamic organization dedicated to promote halal food and the institution of halal.
IFANCA is headquartered in Chicago, Illinois, in the USA, and maintains several offices in
the USA. It also has representatives in Canada, Europe, China, Malaysia, India, Pakistan,
and Singapore. IFANCA halal certified products can be found in nearly every country of
the world and cover all food industry categories.

wwIFANCA certifies halal food products in over 50 countries around the globe.
wwIFANCA-certified halal products are sold in nearly every major country of the world.
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wwIFANCA certifies halal products in all food and consumable product categories, as
well as vaccines and pharmaceuticals.

wwIFANCA also certifies halal cosmetics, packaging materials, and sanitation chemicals.
IFANCA has been recognized and endorsed by the following religious and governmental organizations:

wwMalaysian Department of Islamic Development (JAKIM)
wwCentral Islamic Committee office of Thailand
wwMajelis Ulama Indonesia
wwMajlis Ugama Islam Singapura
wwMuslim World League, Saudi Arabia
wwUSDA/FSIS International Programs
IFANCA’s halal certification symbol, the Crescent-M, can be found on thousands of
products around the globe. In addition, IFANCA maintains close working relationships
with many Islamic centers and Islamic organizations throughout USA and the world.

Family Travel Award
TIMEZ5™

TIMEZ5™ is the world’s first Health & Wellness Company addressing Muslim lifestyle
needs through innovation. Driven by research and inspired by rituals its goal is to develop
premium quality products for observant Muslims.
The Physio-Spiritual experience is its development philosophy. They combine physiological benefits with the spiritual devotion. Through their R&D arm TIMEZ5™Labs
blends the world of ancient medicine, leading technology and inspiring design to
address lifestyle challenges.
TIMEZ5™ is a global company headquartered in Canada, with operations in the Middle
East and South East Asia.

41

Fashion and Islamic Art Award
Peter Sanders

Peter Sanders is internationally recognised as as one of the Islamic world’s leading
photographers.

Islamic Economy Research & Education Award
Ethica Institute of Islamic Finance

At Ethica Institute of Islamic Finance they believe that many of the world’s problems could
be solved by providing alternatives to interest-based banking. If governments, companies,
and individuals could focus on something other than repaying mounting debts, the world
would be a much better place. They also believe that the industry urgently needs to 1)
comprehensively train the many people now entering Islamic finance in AAOIFI standards,
the de facto standard in over 90% of the world’s jurisdictions; 2) create Shariah-based
solutions for a broader set of clients, including the poor, not just Shariah-compliant solutions for institutions and the wealthy; and 3) address the very real problem of social and
environmental degradation at the hands of fractional debt reserve banking.
Crash courses are not enough. What is needed is ongoing, standards-based training
for everyone. From single individuals to entire banks. Anytime, anywhere. Ethica is the
world’s first dedicated Islamic finance portal offering training videos, certification, career
counseling, recruiting assistance, live webinars, and the world’s largest library of scholarapproved answers available online.
Unlike traditional institutes typically run by academics and administrators, Ethica finds
its roots in the cut-and-thrust of banking execution. This real-world experience translates directly into the effectiveness of Ethica’s practical content. Launched by a team of
bankers and scholars who, to this day, conduct advisory and training assignments in
the industry, content development for Ethica Institute of Islamic Finance began in 2002.
Winner of “Best Islamic Finance Qualification” at the Global Islamic Finance Awards, Ethica
is trusted by more professionals for Islamic finance certification. Training and certifying
professionals in over 100 financial institutions in 62 countries, Ethica’s 4-month Certified
Islamic Finance Executive™ (CIFE™) is a globally recognized certificate accredited by
scholars to fully comply with AAOIFI, the world’s leading Islamic finance standard. Ethica’s
award-winning CIFE™ is delivered 100% online or live at the bank. The Dubai-based
institute is now supported by Licensed Ethica Resellers in nine countries.
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Halal Media/Entertainment Award
Awakening

Awakening is a pioneering global Islamic media company with particular focus on music
and publishing. It seeks to educate and entertain within a framework which is both
inspiring and compels social change. It is headquartered in London with operations in
France, Egypt and the USA.
Its divisional structure consists of;

wwAwakening Store
wwAwakening Publications
wwAwakening Productions
wwAwakening Records
wwAE2

H.H. Sheikh Mohammed bin Rashid Al Maktoum with all the award winners
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EFICA Awards
About the Award
The shift in global banking is not a trend, and the challenge for all of
us is to bridge the gap in financial practice and seize the opportunities that lie ahead, bringing ethics back into finance.
Thomson Reuters and Abu Dhabi Islamic Bank (ADIB) partnered
to launch the world’s first Ethical Finance Innovation Challenge
and Awards (EFICA). In the dawn of a new economic world, these
awards are designed to inspire and recognise a fresh way of thinking by promoting some of the most dynamic, innovative ideas and
solutions around integrity and growth.
The awards consisted of three categories:
Islamic Finance Industry Development Challenge
The Islamic Finance Industry Development Challenge awarded the
best-practice business model that addresses the challenges faced
in the development of the Islamic financial services industry whilst
inspiring integrity and an ethical way of thinking.
Ethical Finance Initiative Award
The Ethical Finance Initiative Award looks to promote new or existing ethical financial solutions or initiatives that can be implemented
within the financial sector.
Lifetime Achievement Award
Finally, the prestigious Lifetime Achievement Award celebrated an
outstanding individual or institution that has, using a positive
approach and ethical principles, shaped the world of financial
services.
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Advisory Board
Dr. Abdul Rahman Habil
Legal and Sharia expert
Abu Dhabi Islamic Bank (ADIB)

Dr. Sami Al Suwailem
Head, Product Development Centre
Islamic Development Bank

Dr. Sayd Farook
Head of Islamic Capital Markets
Thomson Reuters

Michael Lafferty
Chairman
Lafferty Group

Sh. Osaid Killani
Head of Shari’a
Abu Dhabi Islamic Bank (ADIB)

Sh. Yusuf De Lorenzo
AAOIFI Board Member
Islamic finance scholar

Tirad Mahmoud
Chief Executive Officer
Abu Dhabi Islamic Bank (ADIB)
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Winners
Islamic Finance Industry Development Challenge Award
IFAAS (Islamic Finance Advisory & Assurance Services)

Founded in 2007, IFAAS (Islamic Finance Advisory & Assurance Services) has
been serving the Islamic finance industry by offering a wide range of specialised
Shariah Advisory and Audit services to many financial institutions including
banks, insurance companies, asset managers, microfinance institutions,
corporate and law firms. IFAAS has also been advising key stakeholders and
regulatory authorities on developing the Islamic Finance infrastructure including
regulatory, legal & tax frameworks and human capital.
The company was incorporated with the vision of supporting the development
and growth of the Islamic finance industry primarily in the West and also across
the rest of the world. Currently IFAAS serves a wide range of institutional clients
across Europe, Africa, Middle East and beyond, through their offices located
in the UK, France and Bahrain.
Their aim is to help both new entrants and the existing players in the market
to promote and grow their business in this area and to assist in overcoming
any potential issues that might arise and hinder the progress of developing
and providing Shariah-compliant financial products.

Ethical Finance Initiative Award
Shekra

ﺷﺎرك ﻓﻜﺮة
Pre-Funding
Shekra works with entrepreneurs on various areas depending on the phase
of their startup

wwIdea phase: Viability? Market Size? Prototype?
wwPrototype phase: Impact? Paying Client? Quality?
wwExisting business phase: Revenue? Growth Barriers?
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Funding
Startups are pitched to Shekra’s network of investors to be crowdfunded,
giving access to smart capital, and also, insuring idea protection throughout
the process. Startups which receive commitment for the full funding amount
are then funded.
Post-Funding
Once funding is completed, the startups are set to go and the first step is
legal structuring. Moreover, Shekra maintains close monitoring of the startup’s
activities and helps provide mentors where needed.

Lifetime Achievement Award
H.E. Haj Saeed Bin Ahmed Lootah

Official Auditing Partner

1

2

Tirad Mahmoud, CEO, Abu Dhabi Islamic Bank & Jim Smith, CEO, Thomson
Reuters handing out the EFICA awards 1 | Shaher Abbas, Director, Shariah
Compliance & Product Development, IFAAS 2 | Dr. Shehab Marzban, Co
Founder, Shekra Crowdfunding 3 |Saleh Lootah receiving the award on

3

behalf of H.E. Haj Saeed Ahmed Lootah
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Islamic Finance
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Recommendations for the Islamic Finance Industry

Islamic Banks
1. Encourage all OIC countries to adopt harmonized standards (AAOIFI standards) to
reduce costs for Islamic banks engaged in multiple markets.
2. Conventional banks currently offering Islamic products should review the ethical values
underlying Islamic banking and find specific ethically-guided practices that can be
employed institution-wide.
3. Islamic financial institutions should weigh in to affect the direction of future regulation
to avoid being disadvantaged (e.g. Basel standards).
4. Improve transparency within Islamic banks and increase consumer awareness on
their differences with conventional banks.
5. Islamic banks should add at least one member to their credit committee with halal
food industry experience or specialization in order to better facilitate and drive convergence between Islamic financing and the halal food sector.
6. Islamic banks need to expand their CSR activities, support their communities’ CSR
activities and highlight these initiatives to their consumers.

Opportunities for North African Islamic
Emerging Markets
1. Determine strategies for demonstrating that Islamic finance can lead to positive change
and develop marketwide trade organizations to adjust the products to focus on these
aspects and shift away from the ‘Islamicity’ of the product, including considering a
name change for the sector in these countries.
2. Develop sharia-compliant products to address the needs of the SME market and
determine whether and how Islamic banks can reach the unbanked populations.  
3. Determine the most effective case studies for countries to fit Islamic finance within their
existing regulatory systems without having to write specialized Islamic finance laws.  
4. Develop local training programs, attract international training expertise from the professional training courses, and attract global financial institutions with Islamic windows.

Sukuk
1. Develop standard contract templates for the most widely used sukuk structures such
as ijara that can be deployed across as many markets as possible.
2. Encourage the development of long-term investors by reforming pension systems and
increase requirements for the long-term assets that family takaful funds must hold.
3. Encourage local currency sukuk issuance to expand investor base and a regional listing
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center (e.g. NASDAQ Dubai) to provide central trading venue for regional investors
to develop secondary markets and provide insulation against transmission of global
crises into local markets.
4. Find structure that will provide corporates with a substitute source of short-term capital
to develop commercial paper markets in Islamic capital markets.

Asset Management
1. Encourage sovereign wealth funds to shift 5-10% of their total assets into Islamic
funds to provide industry with opportunity to build track record to earn a larger proportion of SWF assets.
2. Encourage pension reform to increase the pool of assets for Islamic funds and
asset managers.
3. Use experience of socially responsible investing industry as a guide for the development of Islamic funds and find opportunities to cross over into this larger sector.
4. Encourage fund managers to become more actively involved in the companies in
which they are invested to push for positive changes at these companies to make
them more sharia-compliant.  

Awqaf
1. Identify areas of best practice where awqaf have used professional asset managers
to maximize returns consistent with the risk thresholds required by waqf management
(preserving corpus, generating financial and social yield).
2. Identify economic sectors where waqf are active in promoting social returns where
Islamic financial institutions could work in cooperation to add to the social returns
generated by Islamic finance.
3. Identify other strategic areas besides masjid construction where waqf grantors could
focus their charitable and waqf contributions to generate the highest social returns.
4. Develop introductory and advanced courses like a) awqaf for Islamic bankers, b) awqaf
for grantors, c) awqaf for Islamic asset managers, d) awqaf for lawyers, to broaden
knowledge of the requirements, goals and methods used for waqf establishment
and management.
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CEO’s Debate:
Islamic Finance — Banking on Emotions or Merit?
Panelists

Agenda

Dr. Adnan Chilwan | CEO
Dubai Islamic Bank, UAE

With lingering concerns in the financial services sector, and
renewed interest in what Islamic finance can offer, this session
provided CEO perspectives on the future of the industry. How
can Islamic banks rise to the challenge of offering a new way
forward for financial services? How can they transform from
a niche industry to a mainstream component of the global
financial services industry?

Hussain Al Qemzi | CEO
Noor Investment Group & Noor Bank, UAE
Mohammad Al Omar | CEO
Kuwait Finance House, Kuwait

Key themes addressed by the distinguished panelists:
Rafe Haneef | CEO
HSBC Amanah, Malaysia

Moderator
Tirad Mahmoud | CEO
Abu Dhabi Islamic Bank, UAE

wwIs the marketing of an ‘Islamic’ identity a constraint on the
universal appeal of this banking model, and does it lead to
or hinder the adoption of the underlying ethics or maqasid
al-sharia?

wwIs it leading to or hindering the adoption of the underlying
ethics or maqasid al-sharia?

wwWhat value propositions must be offered to customers to
convince them to bank with Islamic banks?

wwWhat are the key challenges that the industry must address
through innovation?

wwWhat is the role of emerging technology and financial services
trends, from crowdfunding to microfinance, in shaping the future
of a new economic paradigm based on the Islamic ethos?

Summary

wwThe Islamic finance industry is near the point in its life cycle
where it has a choice whether to continue its script-based
path and face decline, or use data and statistics to find new
avenues for growth through purpose-based ethics.

wwThe key market for future growth is the consumers who are
indifferent between conventional and Islamic finance.

wwThe regulatory system governing Islamic finance is the preferred
one for Islamic bankers, but there are many areas where it
could be improved.  In most countries, regulatory involvement
outside of creating a safe banking system is viewed as a ‘red
line’ that most regulators are unwilling to cross.
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Recommendations

1. Improved transparency by Islamic banks is one of the
ways that the sector can demonstrate its differences
with conventional banks and increase consumer
awareness of its ethos and operations.
2. Islamic financial institutions should weigh in to affect
the direction of future regulation to avoid being
disadvantaged.
3. The regulators should decide whether conventional
banks’ Islamic windows present a risk that would be

T

he CEO debate was prefaced by an introduction from
Tirad Mahmoud, CEO of ADIB, where he explored
the life cycle of industries and where Islamic finance
stands today. While the Islamic finance industry is
not at maturity and it is still growing, if the life cycle applies to
Islamic finance, then there is a clear choice today — either the
industry can use data and statistics to see the way forward
to continue growing, or the industry can remain script-based
and risk decline.

Consumers expect simple, ethical
banking
The choice is clear for Mahmoud: if the industry uses purposebased ethics, there is still a potential for growth but the next
step needs to start now as the velocity of growth slowed during
2010 and 2011 compared to earlier years. Since only 12-20%
of Muslims today say they will only deal with Islamic banks while
60-80% say they are indifferent and look at what value is offered,
the clear growth area is appealing to this indifferent group. What
do consumers want? Mahmoud points to studies of consumers who say they want ethical, simple and accessible forms of
banking. Islamic banks can cater to these desires in addition to
offering sharia-compliance (which is a minimum requirement) to
attract customers who are indifferent. These consumers will not
be sold the product only based on emotions; they also require
that banks speak to their other needs.
Following Mahmoud’s presentation, the panel discussed what
the Islamic finance industry could do when their domestic
markets reach saturation. Mohammad Al Omar, CEO of Kuwait
Finance House, suggested this was not a near-term concern
because the growth in Islamic banks was not cyclical and was
based on a rising level of awareness that was driving growth.
The one issue he highlighted that was a concern for depositors

avoided by having separately capitalized Islamic units.  
If the status quo is determined to not be satisfactory,
industry bodies should make recommendations about
the pros and cons of approaches taken in countries
like Malaysia and Qatar that have done away with
Islamic windows.
4. Conventional banks currently offering Islamic products
should review the ethical values underlying Islamic
banking and find specific ethically-guided practices
that can be employed institution-wide.

was when their earnings on deposits were below their zakat
rate, which limits the ability to generate wealth that will be put
back into the economy to create growth.
Rafe Haneef, CEO of HSBC Amanah, Malaysia, said that
the growth rate was strong, but agreed with Mahmoud that
it was important to get people who were currently undecided
to choose Islamic banks. A lot of recent growth was based
on a customer base with an affinity for Islamic finance and
to move forward, Islamic banks would have to move from
form-based approaches to those that incorporate both form
and substance.
This shift to “form plus substance” is challenging, said Haneef,
because the regulatory set-up forces Islamic banks to “play
football on a rugby field”. Later in the discussion, however, he
denied that there could be two separate sets of regulators for
Islamic and conventional banks and instead urged the industry
to work on finding specific areas where regulations for banks
are lax relative to sharia standards and work to bring the ethical
level of conventional to par with Islamic banks.

Disagreement on universal appeal
of ‘Islamic’ finance
The discussion turned from market saturation to whether the
‘Islamic’ label was a constraint on demonstrating a universal
appeal for Islamic banking. Hussein Al Qemzi, CEO of Noor
Investment Group, said there was nothing to the name, and
the appeal of Islamic banking was based on how they differed
from conventional banks.
Islamic banks, he said, were dealing with money to offer financing,
whereas conventional banks were dealing in money through
interest-based loans. Al Omar concurred, noting the differences
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in the process that Islamic banks use and suggesting that
clients are attracted to the additional processes because they
can see that the decision-making process is done correctly to
ensure that the industry provides a just, sharia driven service.
Al Qemzi gave a similar argument explaining that the concepts and principles of ethics that guide Islamic banking are
demonstrated through not just a focus on profit, but a specific
requirement to look at the transactions and the way that profit
is generated to make sure it is not harmful to society. This focus
on the source of profits, and not just their level, is what makes
the industry ethical.

that the value proposition has not been explained well enough
to the public at large. It was not about changing the industry,
but how to position it so that people understand how it works.
Al Qemzi added that it was important to bring transparency to
show customers that the funds they deposit with Islamic banks
is used to finance socially responsible initiatives and sectors.
He added that like anything else, if you offer ethical banking or
organic food, people will be willing to pay more for it. Money
can be used for beneficial or harmful activities and with Islamic
banks, customers will know that it is used for beneficial activities.

Customer-centric products should
be focus of innovation
The session wrapped up with a discussion of areas for innovation
and the challenges facing Islamic banks. Al Omar suggested that
funding sources beyond deposits was a key area where Dubai
could contribute if it became a center for sukuk trading to open
up markets for other sources of funds for Islamic banks. Chilwan
suggested that the challenge was driven by the customers and
banks had to focus on customer-centric products that meet
their needs, not the needs of the banks.

“It is important to bring
transparency to show customers
that the funds they deposit
with Islamic banks are used
Mahmoud moved from innovation to challenges, with the idea
that many countries’ regulatory environment was not hospitato finance socially responsible
ble to Islamic banks because, for example, they did not offer
sharia-compliant avenues—sukuk or Islamic CDs—for banks
initiatives and sectors. Like
to hold their capital, and deprived Islamic banks of an income
source that is available to conventional banks.
anything else, if you offer ethical
banking or organic food, people Do Islamic windows get unfair
will be willing to pay more for it.”
— Hussain Al Qemzi, Group CEO, Noor
Investment Group & CEO, Noor Bank, UAE

Haneef provided a different view saying that the ‘Islamic’ label
initially provides the impression that it is just for Muslims, and
the ‘Amanah’ branding for HSBC was chosen to denote a
broader set of values. But customers, he said, know that it is
Islamic banking and it projects a positive connotation for Islam
when many other connotations today are negative. As a result
he strongly advocated for keeping the term ‘Islamic’.
The focus on ethics and the specific Islamic source of these
ethics was important to the CEOs, but it was not necessarily
to explain the value proposition. The challenge is not that the
benefits of Islamic finance are not recognized widely—Mahmoud
pointed to Pope Benedict XVI and IMF Managing Director
Christine Lagarde who have spoken positively about it—but

advantage?

Mahmoud suggested that Islamic windows gave conventional
banks the opportunity to get the best of both worlds whereas
Islamic banks were limited to just one market (they could not, of
course, operate a conventional window inside an Islamic bank).
Al Omar concurred and suggested requiring paid up equity for
Islamic windows, while Mahmoud asked if the Qatari model of
complete segregation of banks was appropriate.
Al Qemzi highlighted the positive example of National Commercial
Bank in Saudi Arabia which used Islamic windows as a way to
transform its business from conventional to Islamic. He suggested
the market is shifting beyond Islamic windows and it was not
the regulators’ job to determine market structure.
Haneef agreed that there was a red line for regulators, who
are rightly focused on creating a safe banking sector, whatever structure it evolves into. However, in the Malaysian case,
there was a shift of Islamic windows to subsidiaries. The more
important discussion, according to Haneef, is to question how
compensation is aligned with the ethical values that guide
Islamic banking, and suggested that they should be extended
to conventional banks as well.
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1 | Hussain Al Qemzi, CEO, Noor Investment
Group & Noor Bank, UAE 2 | Mohammad Al
Omar, CEO, Kuwait Finance House, Kuwait
3 | Rafe Haneef, CEO, HSBC Amanah, Malaysia
4 | From Left to Right, Dr Adnan Chilwan, CEO,
Dubai Islamic Bank, UAE, and Tirad Mahmoud,
CEO, Abu Dhabi Islamic Bank, UAE 5 | Panelists
of “Ethical & Islamic Finance: CEO’s Debate:
Islamic Finance — Banking on Emotions or
Merit?” Session
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Review of the Development of the Islamic Financial
Services Industry — Overcoming Obstacles to
Adoption and Inclusion of Islamic Finance
Panelists
Aamir Rehman | Managing Director
Fajr Capital Advisors, UAE
Dr. Belaid Rettab | Senior Director, Economic Research &
Sustainable Business Development
Dubai Chamber of Commerce & Industry, UAE
Adnan Yousif | President & CEO
Al Baraka Banking Group, Bahrain

Summary

wwOnly 18% of Muslims in the MENA region have bank accounts, leaving a huge potential market for Islamic banks,
particularly among those unbanked because they don’t
believe that banks comport with their beliefs.

wwCorporate social responsibility overlaps strongly with Islamic
beliefs, but Islamic banks have not found a way to integrate
CSR within their value proposition as much as they could.

wwConflicting standards and unawareness by central bankers
Dr. Azmi Omar | Secretary General
Islamic Research and Training Institute, Saudi Arabia

Moderator
Daud Vicary Abdullah | CEO
International Centre for Education in Islamic Finance (INCEIF),
Malaysia

and regulators of Islamic banking raises costs and lowers
penetration of Islamic banking in many OIC countries.

wwIslamic banks should use technology to lower costs and gain
operational efficiencies and should not be constrained by the
branch-based business model of conventional banks if they
can develop more effective ways of reaching consumers.

wwIslamic banks in Kuwait, Qatar and the UAE may have undue

Agenda
While the Islamic finance industry has come a long way in the
past four decades, many of the core challenges remain. In this
session, key industry leaders representing a cross-section of
both the private sector and stakeholder institutions deliberated on
the development of the industry. Key issues discussed include:

market power that disadvantages consumers, and regulators should consider encouraging new market entry to add
competitive pressure to lower costs for consumers.

wwIslamic banks should restructure their balance sheets to
add more long-term deposits, different levels of capital to
allow them to lengthen the tenor and increase the size of
the financing they can offer.

wwThe media and educational institutions can build knowledge
1. Regulatory enablement — How can the Islamic finance
industry better engage with regulators to facilitate market
entry and provision of Islamic financial services?
2. Reach — What has held back the industry from reaching the
72% of Muslims who remain unbanked and what needs to
be done to address their needs?
3. Capacity — What has so far limited the contribution of
Islamic finance to infrastructure and SME development initiatives and what other initiatives must be undertaken at an
institutional level, with capital markets, and with individuals
and talent development?
4. Authenticity/Social Impact — How far has the industry moved
towards its original socially responsible ethos and can the
business model be revisited to address shortcomings?

of Islamic finance, develop human resources, and promote
discussion and debate about the objectives of Islamic finance
and how it best incorporates maqasid al-sharia.
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Recommendations

1. Develop best practices for Islamic banks looking to
expand into the microfinance sector based on experience in Indonesia, Sudan and Bangladesh where the
microfinance sector is driven by banks.
2. Support Islamic banks’ CSR program development
and highlight for consumers the activities of the most
successful Islamic banks to increase visibility of CSR
among consumers to incentivize Islamic banks to
expand their CSR activities.

A

s the Islamic finance industry has grown, it has moved
forward based on a 10-year framework developed in
2006 by the Islamic Financial Services Board (IFSB)
and the Islamic Research & Training Institute (IRTI).
Since the financial crisis, IRTI and IFSB have been reassessing
the ways the industry interacts with consumers and broadens
its reach, scope and competitiveness

The Muslim market in the MENA
region is significantly underbanked
Dr. Azmi Omar described an important finding from the review
relating to authenticity and reach of Islamic finance, citing a
2010 Gallup study that found only 18% of Muslims in the MENA
region had a bank account. This is another side of the focus of
the Islamic banking market on more affluent customers. The
limited focus on microfinance and SME finance has left a large
share of Muslims unbanked.
However, the banking sector is not entirely absent from this
market. A Consultative Group to Assist the Poor (CGAP) study
released in 2013 found that in the three countries with the most
active Islamic microfinance institutions (Sudan, Indonesia and
Bangladesh), the most impactful institutions are commercial
banks that have entered the sector and been able to generate
the economies of scale needed for microfinance.2 The limited
exposure of most Islamic banks to microfinance and SME
finance suggests a different business model is needed than
what is available presently.
Aamir Rehman agreed but highlighted the differences between
financial services and the much more narrow subset of banks.
Banks, he noted, have more regulations covering their activity and
this leads to a different cost and compliance profile which may
2 CGAP. 2013. Trends in Sharia-Compliant Financial Inclusion. Focus Note No.
84, March. Available from: http://www.cgap.org/sites/default/files/Focus-NoteTrends-in-Sharia-Compliant-Finanicial-Inclusion-Mar-2013.PDF

3. Encourage all OIC countries to adopt harmonized
accounting standards (AAOIFI standards) to reduce
costs for Islamic banks engaged in multiple markets.
4. Regulators should consider whether new capital
products like subordinated hybrid sukuk should
be recognized as a part of Islamic banks’ capital in
markets where it is not currently allowed.

not put them in a position to serve the microfinance market as
well as other non-bank financial institutions like leasing companies
or other alternative sources of funding such as crowdfunding.
The question of reaching out to many different types of consumers, not just the affluent, is related to the question of social
responsibility which Adnan Yousif said was very important in Al
Baraka’s work in new markets, where he said they contribute
to the countries where they operate. Social responsibility builds
a consumer base in countries where the regulatory system
may not be able to incorporate Islamic banks as well as more
developed markets for the industry.

No model yet for CSR in Islamic
finance
Dr. Belaid Rettab addressed both the question of reach and
of social responsibility in Islamic banking by first separating
the consumer base into those without financial assets who
banks cannot reach, and those who do not feel their beliefs are
being taken into account in the banking opportunities they do
have. He suggested that linking Islamic finance more closely
to corporate social responsibility (CSR) is crucial to start with
because Islamic banks have not yet found a CSR model that
effectively communicates and reports their social involvement
and incorporation of the ethics that customers expect. There
are many areas of overlap between CSR and Islam, but CSR
has not received the same attention within the industry.
On the issue of regulations, Yousif said that many countries
where they operate have not adopted AAOIFI standards which
causes additional costs as they comply with local standards
and then have to translate their financial statements to comply
with AAOIFI rules for their reporting in Bahrain. The implementation of Basel III will add to these challenges as Islamic
banks were not involved in drafting the rules, and are already

62

attention within the industry.”

One of the sources identifying cost savings is through economies
of scale, but there are frequent suggestions that the Islamic
finance industry has a capacity limitation. Adnan Yousif identified the balance sheet structure as being the key point where
the limitation exists. Most Islamic banks only have financing,
cash as assets, deposits as liabilities and common equity and
retained earnings as capital. This is much simpler than conventional banks and limits their flexibility.

— Dr. Belaid Rettab, Senior Director, Economic
Research & Sustainable Business Development,
Dubai Chamber of Commerce & Industry, UAE

Islamic bank capacity: (re)building
from the ground up

“There are many areas of overlap
between CSR and Islam, but
CSR has not received the same

having difficulty working with regulators in some countries to
be able to use subordinated sukuk that count towards their
capital adequacy requirements.
Difficulty dealing with regulations built around conventional
institutions, as well as their own internal sharia compliance requirements have led to higher overall costs of between 10 and
50 basis points compared to their conventional competitors,
said Dr. Azmi. He suggests that focus on operational efficiencies and technology will be key for the industry to become more
competitive, although the additional costs are not necessarily
a barrier to consumers. The Gallup survey in 2010 in several
countries in the MENA region found that almost half said they
would choose an Islamic product over a conventional product
even if it were slightly more expensive. Regardless, Dr. Azmi
said, the Islamic banks should look towards using greater scale
and operational efficiencies to lower their costs.

Higher costs should drive
technological adoption by banks
and new business models
Rehman agreed that technology plays an important role
and Islamic banks can benefit from using technology and
low-cost delivery models within innovative business models.
He suggested that there is the opportunity to replace the
outdated aspects of conventional banks’ business models.
The development of a centralized sharia supervisory board
could further reduce costs.
Dr. Belaid agreed that there are inefficiencies in distribution,
overhead and a high per unit cost of financing that could be dealt
with in a way that benefits consumers, but that research indicates
there is excess concentration in Islamic finance markets that gives
market power to existing banks that may disadvantage consumers. The market needs to be opened to new entrants and greater
transparency and corporate governance should be put in place
to lower costs for consumers. He singled out Kuwait, Qatar and
the UAE as having highly concentrated Islamic financial markets.

Yousif specifically identified the lack of longer-term deposits
as a factor in constraining banks from adding longer-term
assets. In addition, Islamic banks that hold a large proportion
of their assets maturing in less than a year spend a lot of their
energy retaining these assets and this constrains their ability
to grow assets. Finally, moves towards increasing diversity of
capital instruments into sukuk will benefit the Islamic banking
industry; the positive reaction from the market towards the
Al Baraka Turk subordinated sukuk and ADIB’s hybrid sukuk
demonstrates workable ways to begin restructuring Islamic
banks’ balance sheets.
Capacity, of course, is not just measured in balance sheet items.
The training required for Islamic bankers will influence the
direction of the industry and Dr. Azmi said that Islamic bankers
with conventional training should have training in maqasid alsharia to understand the goals of the industry. Universities should
also provide a more sharia-based background for Islamic bankers,
to allow for continued debate on the objectives of the industry.
Adnan agreed and highlighted the importance of education
and the need to start the education process in the early stages of
bankers’ careers before they become set in their ways. He also
highlighted the role the media can play in raising awareness
of the Islamic finance industry. In this respect, Western universities are taking a lead in providing post-graduate programs and
research on Islamic finance in larger numbers than universities
in the Muslim world. Daud Vicary highlighted a financial literacy
program in Malaysia that provides both the conventional and
Islamic perspectives on financial literacy.
Dr. Belaid added that there was a role for the government to
support positive developments for the population. Currently
Islamic finance lacks a unified strategy to ensure it is fully
supported by its customers and can present the case for its
sustainable growth and positive contribution to its shareholders, customers and other stakeholders within a competitive
environment. If it can create this niche and make it sustainable,
governments will be willing to act as facilitators that will allow
it to continue to grow.
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Consolidation or Stagnation? Islamic Insurance
Vision 2020
Panelists

Agenda

Fareed Lutfi | Group Director, Insurance Services
Dubai Holding, UAE

Will takaful ever become mainstream or forever remain the
weaker sibling of Islamic banking? Can the industry really take off
when it competes with the stronger distribution and reinsurance
capabilities of traditional insurance? Industry players lament the
oft-repeated challenges affecting their growth and sustainability,
from retakaful capacity to lack of distribution capabilities and
size. Is it now time to consolidate and cooperate?

Firas El Azem | General Manager
Takaful Re Limited, UAE
Dawood Taylor | Senior Regional Executive — Takaful,
Middle East
Prudential Corporation Asia, Saudi Arabia
Dr. Hatim El-Tahir | Director, Islamic Finance Group
Deloitte, Bahrain

Moderator
Sohail Jaffer | Deputy CEO
FWU Global Takaful Solutions, UAE

Summary

wwTakaful operators worldwide face a longer maturation process
than Islamic banks to reach profitability and because so many
were set up in the years before the Global Financial Crisis,
many of the 200 operators saw their business development
significantly impacted when the crisis hit.

wwSaudi Arabia provides an example of a country where consumer
demands have made family takaful much more successful
than conventional insurance, showing the potential for large
scale adoption while ethnic Chinese consumers in Malaysia
and non-resident Indians in the UAE show examples of
adoption of takaful by non-Muslim consumers.

wwAfrica remains a largely untapped frontier market that has
great potential for GCC-based takaful operators, but growth
is hampered by differing takaful regulations, financial reporting
requirements and lack of trained personnel.

wwInvestment takaful and private (defined contribution) pensions are a large opportunity within the GCC, but require
regulatory changes to allow workers to continue them after
they leave the region.  

wwPassporting investment takaful products across the GCC
region could provide the necessary scale to encourage
development of firms that are able to take risks that are not
currently covered in the market as well as to become profitable.
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Recommendations

1. Release takaful sharia governance, regulatory and
financial reporting best practices and work to harmonize regulation to encourage the development of
firms that operate in multiple markets.
2. Tighten liquidity and solvency rules to encourage
more focus on the bottom line in markets with many
takaful operators.
3. Study the success of government-led, joint public-private
and private sector-led initiatives to increase consumer
adoption of takaful to offer best practices for a range

T

he panel began with Firas El Azem providing an
overview of the takaful industry size relative to the
conventional insurance industry showing how small
it currently is with annual contribution income of
between $17.5 billion and $20 billion relative to the $4.6 trillion in total premium income for the conventional insurance
industry. The market within the OIC countries has significant
growth potential with annual insurance premiums running at
$80 billion per year.

Scale is important, but lacking,
in takaful
However, Al Azem noted that the existing takaful operators are
small and newly formed, with most of the existing 200 takaful
operators starting business around 2005. For most takaful
operators, it takes about five years to become profitable and
given the relative newness of most takaful operators, the global
financial crisis served as a significant disruption. This has been
accentuated by the takaful operators’ focus on gaining market
share to grow the top line premiums with not enough focus on
how to become profitable. Dawood Taylor noted that in Saudi
Arabia, there are 35 takaful operators licensed, but 80% of the
business goes to the seven largest companies, so there is likely
need for consolidation, which the other members of the panel
agreed with while Al Azem added a suggestion that more focus
should be on basic underwriting to ensure profitability.
Dawood Taylor shifted the discussion towards Saudi Arabia,
one of the largest markets for takaful and cooperative insurance, to point out a unique factor in the kingdom for family
takaful and conventional life insurance. Where most industry

of products sold through telephone/internet, agent
networks and bancatakaful arrangements.
4. Implement a passporting regime for takaful within
the GCC countries to break down barriers to crossborder consolidation of takaful operators in the
GCC countries.
5. Reduce regulatory barriers or find market alternatives
to provide investment takaful products to expatriate workers that they can keep after they leave the
GCC region.

discussions begin asking if takaful can compete with conventional insurance, in Saudi Arabia, there is a shortage of family
takaful licenses relative to demand and while conventional
insurance does well for other lines of insurance, it significantly
lags behind takaful.
The other large markets are Malaysia and Indonesia where
both family takaful and conventional life insurance are accepted within the market but where takaful has had to focus
on developing distribution channels for family takaful to use
agents and bancatakaful where other lines rely on connecting
to customers through the internet and telephone.
In other countries there are large potential markets, but not yet
the standards in place, according to Hatim Al-Tahir who said
there were gaps in three levels: regulatory/sharia governance,
liquidity management and solvency issues. Many countries
where takaful is offered today have vastly different regulatory
standards, including relatively basic standards on financial
reporting. This makes it difficult for firms to operate in multiple
countries. The development of consistency in regulations and
financial reporting would support more growth, and research
institutions could play a significant role in capacity building.
This is particularly an issue in Africa where there are mass
markets that are not yet developed but which has great potential, particularly for GCC-based firms on geographical proximity
but the regulatory infrastructure and human resources are not
yet developed and in some markets, there is political stability
missing, which is an important factor for takaful development
and only takaful operators that are dedicated to developing the
new markets are going to become viable.
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“The GCC should coordinate
efforts among the member
countries to provide for
greater standardization of
regulation and financial
reporting with the goal of
moving towards a passport
regime where a product
licensed in one country can
be sold throughout the GCC.”
— Firas El Azem, Dawood Taylor, Dr.
Hatim El-Tahir

Retakaful capacity solid in
traditional lines

On one of the key areas for takaful development—retakaful
capacity—that is often viewed as a constraining factor, there
was a general sense that most basic areas were well covered
and the shortage of capacity that forced a reliance on conventional reinsurance providers is no longer a problem. According
to El Azem, the sharia risk from using conventional reinsurance has led to the development of sufficient capacity from the
16 retakaful companies worldwide for life (family) and health
takaful, as well as for medium-sized risks. However, there is
not sufficient coverage for $1billion and Fareed Lutfi agreed
that takaful operators did not have enough retakaful capacity
for large commercial risks like offshore oil platforms.
On the investment side of the takaful business, Lutfi pointed
out the potential outside of just the Muslim market for takaful
including Turkey, central Asia and Europe and the high rate of
uptake by non-Muslims like ethnic Chinese in Malaysia and
non-resident Indians in the UAE. Fareed Lutfi agreed that it is
a large market particularly within the private sector expatriate
community in the GCC where there are hundreds of billions of
dollars currently paid through end-of-service gratuity payments
that could be converted into pensions in a way that develops
takaful and also the broader economy.

Annuities more flexible than
traditional pensions for Gulf market
Dawood Taylor agreed and suggested that there would be a
better outcome if the pension money was pooled and individuals
received an annuity to provide savings and protection products
but there is a regulatory problem for long-term products since
there are conflicting regulations about whether expatriate workers
can continue to maintain their takaful products after they leave.
He pointed to Saudi Arabia as a large market where they are
currently not able to maintain locally-offered products after they
leave the Kingdom, and one potential solution would be to
develop transportable or offshore products giving the example
of a product that is available wherever the individual is located
by having the product domiciled in the Isle of Man.
Firas Al Azem agreed about the large potential while Dr.
Al-Tahir noted that the potential was there for foreign and
immigrant workers but qualified the potential of the domestic
market with a need for the development of a culture of savings. On
the institutional size, Dr. Al-Tahir, Firas Al Azem and Dawood
Taylor agreed that the GCC should coordinate efforts among
the member countries to provide for greater standardization
of regulation and financial reporting with the goal of moving
towards a passport regime where a product licensed in one
country can be sold throughout the GCC. In particular, this can
help smaller markets within the GCC become better served
by lowering the costs and allowing for larger GCC-wide firms.
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From Spring to Summer: Opportunities for North
African Islamic Emerging Markets
Panelists
Mohamed Salah Frad | Chief Executive Officer
United Gulf Financial Services, North Africa, Tunisia
Mohammad Farrukh Raza | Managing Director
Islamic Finance Advisory & Assurance Services
Farid Masmoudi | Global Head of Business Development
and Partnerships
Islamic Corporation for the Development of the Private Sector
(ICD), Islamic Development Bank Group, Saudi Arabia
Said Amaghir | Chairman
Association Marocaine pour les Professionels de la Finance
Participative, Morocco

Moderator
Mustafa Adil | Head of Research & Product Development,
Islamic Finance
Thomson Reuters

Summary

wwNorth Africa is often perceived or considered as a single
market but in reality it is a fragmented region. From Mauritania
to Sudan, North Africa is made up of more than 300 million
people and each country has its own unique characteristics
and dynamics.

wwThe Arab Spring has brought about governments that are
more inclined to support Islamic finance — particularly in
Tunisia and Libya — but any political overtones of Islamic
finance are unhelpful. Islamic finance must be positioned as
a commercial interest, not a political or religious one. With
ongoing political instability in North African countries (especially
in Egypt and Tunisia), the fate and development of Islamic
finance should not be tied to the political climate but to the
merits and benefits of Islamic finance as a financial offering.

wwIn Morocco and Tunisia, retail surveys have revealed high
expectations of Islamic finance; regulators and new Islamic
finance providers must be able to meet retail and corporate
demands and needs or otherwise risk the market losing faith
in them altogether.

wwFor Islamic finance to succeed in countries in North Africa,

Agenda
North Africa has many characteristics that appeal to Islamic
finance providers — a substantial Muslim population, increasing government attention and spending on development and
infrastructure, growing private sector, and increasing sharia
sensitivity among consumers. Several recent surveys have
pointed to a high level of interest among retail as well as corporate consumers for Islamic financial products and services.
Nonetheless, North Africa is among the least penetrated regions
for Islamic finance. However, recent political and economic
developments — particularly the Arab Spring — have propelled
Islamic finance to the fore, and several North African governments are now pursuing comprehensive regulations for Islamic
banking, sukuk, takaful, and sharia-compliant funds. What are
the challenges, considerations and opportunities for potential
Islamic finance providers in North Africa?  

it must provide answers to the two most critical economic
issues — unemployment and poverty — and deliver relevant
products and services particularly to the SMEs and the poor.

wwEducation and professional training are sorely needed —
North African countries such as Morocco, Tunisia and Libya
all lack sufficient skilled human resources to build an Islamic
finance ecosystem. International organisations such as the
ICD, and global banks can play an important role to transfer
knowledge and technology. At the same time, academic
and public programmes are required to educate the general
public about Islamic financial products.
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Recommendations

1. Determine strategies to demonstrate that Islamic
finance can lead to positive economic reform and
develop market-wide trade organizations to adjust
the products to focus on these aspects.
2. Disassociate Islamic finance from any political affiliation
by shifting away from the ‘Islamicity’ of the product,
including considering a name change for the sector
in these countries.
3. Develop sharia-compliant products to address the
needs of the SME market and determine whether
and how the banks can improve financial inclusion
in both urban and rural areas.  

T

he opportunities for Islamic finance in North Africa are
substantial but the challenges are numerous, said
ICD’s Farid Masmoudi. Most North African countries
are undergoing political change and the fate and
development of Islamic finance in countries such as Egypt
appear to be tied to the government du jour. Islamic finance,
he stressed, cannot be tainted by political mood swings, but
must build up its own resilience within the minds and lives of
the population.

Make Islamic finance more than a
‘religious product’
IFAAS’ Mohammad Farrukh Raza pointed out that in Egypt
Islamic finance has largely been sold as a religious product
and despite a sector of 14 banks providing various levels of
Islamic financial services, Egypt’s Islamic finance sector has
not developed substantially. With the country currently undergoing political challenges any advancement, for example
with sukuk, remains in limbo.
Masmoudi observes that the North African Islamic finance
market is driven by supply, and the current offering is not
only limited and weak but also largely perceived as religious
or associated with Islamist-leaning political parties. What the
young people who drove the Arab Spring have clearly and
loudly demanded is greater inclusion, more education, and
better infrastructure to overcome high unemployment and
poverty. “They are not calling for more Islamic finance,” said
Masmoudi, but rather the use of economic and financial
instruments and tools that can lead to positive change.

4. Develop dedicated Islamic finance laws that meet the
current environment of the particular country using the
most effective experiences elsewhere as key reference.  
5. Develop local training programs, attract international training expertise from the professional training
courses, and attract global financial institutions with
Islamic windows.
6. Develop mechanisms for IDB funded projects to be
deployed across North Africa without tying up the
IDB’s limited capacity.

Said Amaghir, of Association Marocaine pour les Professionels
de la Finance Participative (AMPFP), concurred, saying that
instruments such as sukuk can help Morocco overcome its
liquidity shortage which will help the banking sector better
meet the demands of retail, SME and corporate users.
Picking up on Amaghir’s point, Mohamed Salah Frad, Chief
Executive Officer, United Gulf Financial Services, Tunisia,
also said that Islamic finance in Tunisia could succeed if it
addresses unemployment and poverty, which are the two
most critical economic issues faced by the country. Islamic
finance must help SMEs and microfinance to grow, as well as
increase financial inclusion for the largely unbanked population.

More pressing issues push Islamic
finance rules onto a back burner
Farrukh agreed that Islamic finance in North Africa is supplydriven and that the offering across the region has been weak.
Even with an overwhelming Muslim population, he said, the
consumption of Islamic financial products across the region is
very low. Post-Arab Spring, people across North Africa have
become more aware that they need financing and funds to
keep their economies on track, and he feels there is “genuine
public demand” for Islamic finance. However, he warns that
there is a “serious lack of awareness”; people on the regulatory side, he said, are not fully aware of how to design and
implement an Islamic financial system. They are also bogged
down with more pressing issues that must take priority; hence
the establishment of comprehensive regulatory frameworks
for Islamic banking, takaful, sukuk and funds have been slow
in most countries. These Arab Spring countries have not had
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the political and financial stability to move forward as quickly
as Oman did in establishing its Islamic banking laws.
Without robust regulatory frameworks North Africa’s limited
range of Islamic finance products can neither be widened
enough to support growth and development nor incentivise
finance professionals to innovate, said Masmoudi. Education,
he said, will be the key to innovation. There is a need to
de-politicise Islamic finance, then assure the conventional
banks – which in Morocco and Egypt, for example, are strong
and well-capitalised – that Islamic banks will not threaten
their business. At the same time entire populations must be
educated and properly prepared for the switch to Islamic
banking, especially in Libya which has announced its aim of
being fully sharia-compliant by Jan 1, 2015. However, there
is a dearth of academic and public programmes across the
region to inform and educate the population as well as to
train professionals in Islamic banking.

“Without robust regulatory
frameworks North Africa’s limited
range of Islamic finance products
can neither be widened enough to
support growth and development
nor incentivise finance
professionals to innovate.”
— Farid Masmoudi

Masmoudi added that the ICD has entered into an agreement
with Libya to establish a regional Islamic bank. International
institutions such as the ICD and international banks, he said,
can play an important role in lobbying governments to use
Islamic finance for infrastructure development.

financing for SMEs and microfinance. Like Masmoudi, Frad
also believes there is a role for global banks to play in innovating and adapting Islamic products to local needs because
Tunisia also suffers from a lack of skilled human resources
to properly develop an industry.

On the development of regulations in Morocco, Amaghir
believes that the Moroccan government and regulators are
now moving in the right direction. A new regulatory framework — for Islamic banking, takaful, sukuk and funds - has
been drafted. Morocco will have a centralized sharia board
for Islamic finance which Amaghir hopes will be able to
work quickly and efficiently to approve and endorse financial
products in order to minimise any delays in the time to take
products to market.

Big international banks such as Societe Generale, which
already provides Islamic financial services, could potentially
push along North Africa’s Islamic finance development, especially in the francophone countries. However, as Masmoudi
pointed out, French banks do not themselves provide Islamic
products in France so there may be a limited level of expertise
they can impart in North Africa. Having said that, the French
banks have been seen to prepare themselves for the opening
up of Islamic finance in North Africa.

“We don’t want a stillborn child,” said Amaghir. He is
concerned that while interest is high, Morocco’s consumers
lack awareness of Islamic financial products and that there
is a lack of human resources to support the growth of the
industry. Most people do not understand Islamic financial
products at all, he said, and the misconceptions about
Islamic finance must be cleared up. Morocco already has
several academic and professional programmes available,
and Amaghir is optimistic that Islamic finance can move
forward in the country. He reckons that the first Islamic bank
in Morocco will be launched towards the end of 2014, with
the first takaful operator to follow soon after.

Tunisia also faces other challenges — for example the secular
parties in government have challenged the new waqf law.
Frad believes that international organisations like the ICD are
needed to temper political disputes and to help de-politicise
Islamic finance.

People expect more than Islamic
finance can currently deliver
In neighbouring Tunisia, expectations of the population regarding Islamic finance are very high, said Mohamed Salah
Frad. The challenge for new players is to meet the expectations of the population in terms of product offering, especially

Farrukh observes that many of the North African countries
have started to rely very heavily on the ICD and its parent,
the IDB. “There is a bandwidth issue — IDB cannot be everywhere at the same time,” he said, and called for all North
African countries to commit more of their own resources into
action. The IDB, he said, while “having deep pockets” cannot
be doing everything for everyone.
While he believes that there is a “genuine and big demand”
for Islamic finance across North Africa, Farrukh points out
that substantive scientific market research is missing. Most of
the market surveys and research have focussed on Morocco
and Tunisia, and there is a “dire need” for studies in all the
other countries — Algeria, Libya, Mauritania, and Egypt.
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Surviving Post Global Meltdown — The State of
Islamic Asset Management and Investments
Panelists

Agenda

Abdulkadir Hussain | CEO
Mashreq Capital, UAE

Since the financial crisis, the majority of sharia sensitive investors
have withdrawn from the risk market and deposited most of
their funds in banks, after being hurt by declining equity market
values and hits to their real estate and private equity investments.
Yet, 2013 witnessed renewed optimism by several international
and local asset managers who launched a variety of unique
funds to attract wary investors. Options include sukuk funds,
‘fund-of-funds’ (FOF), and the first sharia-compliant socially
responsible fund. What will 2014 hold for investors and fund
managers? Will the industry encourage innovation in order to
appeal to a wider audience? Will equity funds shine again as
markets gain confidence? With rates rising, will sukuk funds
continue to attract capital? Will pension funds finally come to
the rescue of the Islamic asset management industry?

Ahmed Al-Khateeb | Managing Director & CEO
Jadwa Investment, Saudia Arabia
Monem A Salam | President
Saturna, Malaysia
Hasan Al-Jabri | CEO
SEDCO Capital, Saudi Arabia

Moderator
Ruggiero Lomonaco | Executive Director
AGC Equity Partners, UAE

Summary

wwThe existing statistics about the Islamic fund industry understate its true size by only showing public funds and excluding
discretionary managed money.

wwIslamic investors shifted towards lower risk investments
after the financial crisis and avoided higher risk investments
like equities in favor of more investment in fixed income and
money market murabaha funds.

wwThere are many ways that growth in assets can be facilitated
in expanding access to investors and distribution networks,
but the most important factor that attracts investment is
performance, and this is a common factor across all markets
and in funds and discretionary investment mandates.

wwThe shortage of assets in the industry makes it difficult for
portfolio managers to develop a track record to attract larger
sources of institutional funds. Diversion of a small share
of sovereign wealth fund assets into Islamic funds would
provide a long-term boost, but the industry would find itself
limited by current capacity in fixed income markets to such
a large inflow.
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Recommendations

1. Encourage sovereign wealth funds to shift 5-10% of
their total assets into Islamic funds to provide industry
with opportunity to build track record to earn a larger
proportion of SWF assets.
2. Encourage pension reform to increase the pool of
assets for Islamic funds and asset managers.

T

he public mutual funds covered in the Thomson
Reuters Zawya Asset Management Report, while
based only on public funds and not unpublished and
discretionary managed money, provides a look into
the state of the sector. According to SEDCO Capital CEO
Hasan Al-Jabri this segment of Islamic finance has been
growing for some companies like SEDCO and Jadwa based
on their performance track records.

Islamic investors shifted towards
safer assets after financial crisis
In the immediate wake of the global financial crisis investors—
including Islamic investors—pulled out of the sophisticated
products and seemingly high-risk investments like equity in
favor of simple and safe murabaha funds. This shift in sentiment is common across the market and there has been a
shift more recently out of the safer funds to capture yield,
but safety has remained a key concern.
Apart from these market-wide concerns, there are specific
factors behind the growth — or lack thereof — in the Islamic
funds industry in the GCC countries because not every sector
of the market is being captured. Besides the institutional investors and some high net worth investors, there has been much
more limited participation in Islamic investing by sovereign
wealth funds and pension funds. These are key areas for the
industry to find significant growth potential.
The shift towards larger sources of funds is not necessarily
the only way to go, as the Amana Funds, offered by Saturna
Capital in the United States demonstrate. These funds —
now some of the largest in the world — began with only
$40 million ten years ago. They have since grown to over $4
billion in assets under management on the back of growth in
the retail market, which is much more developed and funds
oriented in the U.S. than in the GCC. One common factor

3. Use experience of socially responsible investing industry
as a guide for the development of Islamic funds and
find opportunities to cross over into this larger sector.
4. Encourage fund managers to become more actively
involved in the companies in which they are invested
to push for positive changes within these companies
to make them more sharia-compliant.

is that this growth is driven strongly by performance, with
access to investors and distribution networks a secondary,
but still important reason.
Ahmed Al-Khateeb, MD and CEO of Jadwa Investment
provided an overview of the attraction in markets where
many Islamic fund assets are located. In Saudi Arabia market
growth is driven by retail demand fueled by excess liquidity
from oil wealth; in Malaysia, by a government playing an active
role in supporting Islamic funds; and in Luxembourg, a welldeveloped regulatory structure provides investor confidence
in the funds domiciled there. However, for much of the OIC
countries, funds are absent or barely register since only 1%
of the population holds investments through funds, compared
with 25% in the United Kingdom and 35% in the U.S.
Abdulkadir Hussain, CEO of Mashreqbank shifted the
discussion towards the challenges for the GCC specifically
based on his firm’s experience with funds and the discretionary mandates that are more common in the region. The
challenge for asset management firms is that investors do not
invest as much through funds, which as a result do not have
a track record to attract funds and the potential expatriate
investors who are comfortable with funds prefer to invest in
their home markets. Many funds have performed well, but
this is dependent on larger institutional investors who are
looking for fixed income funds, a gap in the Islamic offering
as a result of insufficient supply of sukuk.

Islamic investors follow in search
for yield
The search for yield has driven many asset managers to
take different strategies for offering it. Jadwa found that risk
averse investors preferred to take lower risks through buying
property in funds in developed markets like the U.S. and the
U.K. Monem Salam of Saturna Capital offered the Malaysian
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market as an example where the large savings are deployed
through Tabung Haji and the Employees Provident Fund, a
state pension fund. Al-Jabri offered another area for growth
— a combination of the screening methodology of the sharia
funds with the positive screening and activism by investors
from the socially responsible investing sector whose screens
overlap in large degree with the Islamic screens.
With these diverse areas for growth — yield, pension reform
and overlaps with the SRI sector — the moderator asked
the panelists to describe what would happen if the sovereign
wealth funds in the GCC allocated 10% of their assets to
Islamic asset managers. Hussain said that while this would
be a good dream to wake up to, it would create struggles
in fund manger capacity, but these would be dealt with
eventually. However, it would also need to be accompanied
by pension reform to build the retail market that lacks the
types of retirement investment vehicles like EPF in Malaysia
and 401(k)s in the United States.

Take lessons from other countries’
experiences
Al-Khateeb pointed to areas where the GCC markets could
learn from other countries. For example, whether derivatives
that are used in Malaysia could work within Saudi Arabia, or
ways to build liquidity in markets like Tadawul, where he said
the free float was only 30% of the total value of the stock
listed on the exchange and where stock and sukuk offerings
tend to be small relative to investment manager demand. In
private equity there is a limited capacity where they were
offered $100 million in funds that they could not take because
it would represent too large a share of the annual dealflow in
the region to allocate to a single client. Some growth in the
overall market could come with the opening up of Tadawul,
which is closed to many outside investors or where they are
required to use swaps, which are not permitted investments
for some investors like SWFs because they are options rather
than direct equity investments.
Both Al-Jabri and Salam agreed that there is performance
in the industry, but it does not receive the type of support
through placements of funds from institutions like SWFs
that would be needed to build the type of track record
that these institutions look for when deciding how to place
funds. If these institutions allocated a fixed percentage of
assets to Islamic fund managers, it could provide the same
type of encouragement that has allowed Malaysia’s sector
to grow successfully.
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Assets or Liabilities? Awqaf and Endowments in
the 21st Century
Panelists

Agenda

Tayeb Al Rais | Secretary General
Awqaf & Minors Affairs Foundation, UAE

Charitable awqaf control an estimated $1 trillion in assets and
more importantly, provide vital social services for communities
all over the world. Yet, over several centuries, their financial
management has not kept pace with the development of
professional asset management. Poor use and lack of yield in
a primarily real estate concentrated portfolio has led to declining social utility. Nurturing awqaf towards professional asset
management could not only yield benefits for social services,
but also for the broader Islamic asset management industry,
which lacks longer horizon and patient investors. Is there a real
opportunity for Islamic financial institutions for servicing awqaf?
What kind of tools and services are required by awqaf? What is
the best way to engage awqaf managers and transition them
to professional services? Should governments be involved in
developing regulations?

Dr. Sami Salahat | Consultant
International Institute for Islamic Waqf, Malaysia
Zeinoul Abedien Cajee CA (SA) | Founding CEO,
Management Board
National Awqaf Foundation of South Africa, South Africa

Moderator
Anouar Adham | Associate Director, Asset Management
and Banking / Strategic Development
Qatar Financial Centre Authority, Qatar

Summary

wwAwqaf organizations should be independent and focused
on the long-term to preserve and grow capital and generate
perpetual income to benefit the community.

wwIslamic finance has had little involvement with awqaf except
to see it as a source of funds for Islamic asset managers.
There has to be a two-way relationship where each sector
helps the other grow.

wwAwaqf is possible in most legal systems even in the absence
of waqf laws through a trust structure where both share the
concepts of grantor, beneficiaries, trustee, trust assets, and
where existing tax law may provide benefits to a waqf using
a trust structure that puts it on equal footing with conventional endowments with no changes to the tax law needed.

wwIslamic finance and awqaf have the responsibility to know
more about each other and to collaborate to find opportunities to benefit not just the grantors and trustees but
find ways to provide fixed investment that will benefit the
communities who are also stakeholders in waqf with the
grantors and trustees.
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Recommendations

1. Identify areas of best practice where awqaf have used
professional asset managers to maximize returns
consistent with the risk thresholds required by waqf
management (preserving corpus, generating financial
and social yield).
2. Identify economic sectors where waqf are active
in promoting social returns where Islamic financial
institutions could work in cooperation to add to the
social returns generated by Islamic finance.

T

he key for awqaf, according to Tayeb Al Rais, the
Secretary General of the Awqaf and Minors Affairs
Foundation in the UAE, is to work on awqaf as a
long-term business, focusing on generating a perpetual return for the long-term and having it managed by
an independent organization. The long-term focus, said the
moderator Anouar Adham, puts Islamic finance and awqaf in
the potential position to have a mutually beneficial relationship.

Awqaf not just a source of assets
for Islamic finance
However, Zeinoul Abedien Cajee, said there is a problem
because investment managers do not really understand
awqaf and its place within the Islamic economy. Within the
Islamic economy, awqaf provide many of the fixed investments
and own many of the prime properties, which gives awqaf
a place at the center of the Islamic investment industry from
day one, well before Islamic finance stepped onto the field.
Since it has emerged, it overtook the waqf sector, but the
waqf sector — that sleeping giant according to Cajee — is
beginning to wake up.
In order to have collaboration between the Islamic finance
industry and awqaf, there needs to be much greater understanding of the waqf structure, and also innovative ways to financing
waqf. Al Rais suggested that one model would be to have
Islamic credit cards mirror their rewards programs but modify
them so that every dirham you spend gives you a contribution
towards a cash waqf.
In order to transform the waqf sector from a sleepy cousin of
the Islamic finance sector into an innovative and leading sector,

3. Identify other strategic areas besides masjid construction where waqf grantors could focus their charitable
and waqf contributions to generate the highest social
returns.
4. Develop introductory and advanced courses like a)
awqaf for Islamic bankers, b) awqaf for grantors,
c) awqaf for Islamic asset managers, d) awqaf for
lawyers, to broaden knowledge of the requirements,
goals and methods used for waqf establishment
and management.

“There is too much focus in
the waqf sector on building
mosques, which introduced
concentration risk, and
the community needed to
be better educated on the
benefits of creating other
waqf assets to benefit the
community.”
— Tayeb Al Rais, Secretary General, Awqaf &
Minors Affairs Foundation, UAE

there will have to be standards, which could be an area where
Dubai leads by creating a model that other countries and communities can follow. There are millions of dollars in awqaf, but
as of yet little in the way of cooperation with Islamic finance
except as the latter seeing the former as a source of capital for
asset managers.
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Cajee shifted towards the real world concerns about waqf
within language that an asset manager would understand by
explaining how waqf can work within legal systems without
separate waqf laws. The trust structure has enough overlap
with waqf rules to be used: each has a founder, beneficiaries,
assets, trustees and existing tax laws in some cases already
cover non-profit trusts to ensure they are not inefficiently taxed
compared to conventional endowments. Dispute resolution too,
within the trust structure, can be used in common law countries.

Professional risk management can
be applied in awqaf management
As for risk management, there are not always financially trained
personnel up to the task of managing risks outside of the traditional real estate sector for larger trusts with many different
types of assets and some, like the Awqaf and Minors Affairs,
have looked towards banks to reduce risk, maximize returns
and leverage the larger capabilities of a bank rather than
manage internally, which sometimes focuses more on the
short- and medium-term.
Cajee suggests that the perpetual nature of awqaf means that
it should maintain a low risk profile that is focused on capital
preservation above growth and also generating an income
stream. This does not necessarily fit equities, with their low yield,
so adding higher yielding fixed income like real estate, which
is a traditional asset class for awqaf, should be preferred. In

doing so, the fixed asset should be something that is valuable
to the community like housing, or schools or hospitals. Awqaf
managers should find ways to generate income that provide
for a need within the community.
Al Rais agreed and said there was too much focus in the
waqf sector on building mosques, which introduced concentration risk, and the community needed to be better educated
on the benefits of creating other waqf assets to benefit the
community. Cajee added that it is important for waqf grantors
to realize that the entire community—not just the grantor and
trustee—who are stakeholders in the waqf assets and that
the community benefit as well as stability of awqaf should be
put at the top noting the possible loss of confidence if a waqf
institution were to fail.
Moving forward, the panelists agreed that education should
be a key focus with more education of people working in
awqaf about Islamic finance and structures like BOT (buildoperate-transfer), sukuk and takaful. From the other side,
Islamic finance institutions (including through courses on
awqaf at educational and training organizations) had a responsibility to learn more about the unique ways that awqaf
contribute to society and the opportunity—both financial and
social—there is for Islamic finance to help boost the waqf
sector as a savings vehicle for the community as a whole
and an integral piece of the Islamic economy.
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Are Sukuk the Next Eurobond? Outlook for the
Sukuk Market for 2014 — Opportunities, Risks
and Challenges
Panelists

Agenda

Iyad Malas | CEO
Majid Al Futtaim Holding LLC, UAE

Amir Riad | Global Head Corporate Finance & Investment
Bank
Abu Dhabi Islamic Bank, UAE

2012 was the Year of the Sukuk, with a record $131 billion in
issuances. With volatile global market conditions, 2013 did not
match that trend, despite the excess liquidity leading demand
for sharia-compliant paper to far outstrip supply. Will markets
stabilise in 2014? Have investor preferences changed for rates,
structures, sectors, and asset backing? With the increase in
yields and the transition to Basel III risk-based requirements,
is the era of corporate sukuk about to come to an end? What
are the macro-risks impending in the sukuk market for 2014?
Will corporate issuers still be attracted to sukuk?

Mohammed Wajid | CEO
Emirates NBD Capital Ltd. & Emirates Financial Services,
UAE

Summary

Mohieddine Kronfol | Chief Investment Officer, Global
Sukuk and MENA Fixed Income
Franklin Templeton Investments, UAE

wwThe biggest problem facing the sukuk market is the lack
Amjad Khan | Managing Partner
Afridi & Angell, UAE

Moderator
Nida Raza | Director, Islamic Financial Services Group
Ernst and Young, Bahrain

of standardization for sukuk documentation and sharia
standards, which makes issuing sukuk more expensive
and time consuming than a conventional bond or obtaining
bank financing, and consequently may deter more potential
issuers from using sukuk. Hence Islamic financing is still a
preferred option.

wwFor the sukuk market to grow in breadth and depth several
areas need to be developed: market size will depend on
the extent of the capital pool that invests in it, and in order
to shift the composition of investors there will have to be a
greater diversity of issuers.

wwMore long-term investors such as insurance and pension
funds will influence the changes in the types of sukuk issued,
as will more developed local currency markets and short-term
funding markets for corporates.

wwWhile most of the market’s focus has been the drop in sukuk
value in 2013, which is attributed to several different factors
including the speculation about the U.S. Federal Reserve’s
stimulus tapering plans and the Malaysian general elections,
there is much less attention paid to the development of the
quality of new issuances, with new issuers, crossover credits
and new structures like the subordinated, hybrid perpetual
sukuk that debuted in 2013.
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Recommendations

1. Develop standard contract templates for the most
widely used sukuk structures, such as ijara that can
be deployed across as many markets as possible.
2. Encourage the development of long-term investors
by reforming pension systems and increase requirements for the long-term assets that family takaful
funds must hold.

Dubai) to provide central trading venue for regional
investors to develop secondary markets and provide
insulation against transmission of global crises into
local markets.
4. Find structure that will provide corporates with a
substitute source of short-term capital to develop
commercial paper markets in Islamic capital markets.

3. Encourage local currency sukuk issuance to expand
investor base and a regional listing center (e.g. NASDAQ

T

he session moderator, Nida Raza of Ernst & Young,
Bahrain, began by asking panelists about the biggest
problems facing the sukuk market. The panel identified
the lack of standardized formats for sukuk documents
and common sharia standards as the biggest roadblocks for
the sector’s development and Amjad Khan also offered that
the wanting legal infrastructure is a big missing piece, and that
providing specific regulations covering Islamic financial products
could help the industry’s development.

issuance in 2013 versus the previous year. Wajid attributed
it in large part to the talk about the taper by the U.S. Federal
Reserve (reducing the pace of its asset purchases) but that
the final quarter of 2013 saw an uptick in issuance which
could propel issuance for 2013 as a whole over $100 billion.

As a start, said Mohammad Wajid of Emirates NBD, the
diversity of sharia opinions about what is acceptable and
what is not should be developed into a unified documentation for the industry as a whole. For the GCC this would help
facilitate a shift from banks to capital markets, according to
Mohiddine Kronfol of Franklin Templeton International, while in
Southeast Asia, it could help to internationalize and develop
the corporate sukuk markets.

Kronfol attributed the drop to the Malaysian general elections
in May 2013 but stressed that the qualitative development
of the market was not reflected in the total issuance volume,
with new issuers, crossover credits and new structures like
the subordinated, hybrid perpetual sukuk that debuted in
2013. Raza added that while the GCC sukuk market volume
dropped for several years before 2012, there was more
vibrant activity in Malaysia, where issuance recovered more
quickly following the financial crisis. Before the GCC markets
recovered, some issuers in the region looked to the Malaysian
market for better pricing or to find liquidity, or just to diversify
funding sources, even where the issuance was in Ringgit.

Many roadblocks to sukuk being
alternative to conventional bonds

Local currency markets can
broaden investor base

The shift towards standardized documentation, according
to Amir Riad, would help the process of working with more
issuers and convincing them they would not be disappointed
if they look at sukuk as an important addition to their capital
structure. Iyad Malas from MAF agreed that the situation
today is difficult. From the perspective of an issuer (MAF issued
a sukuk last year), the structuring process was much longer
than for a conventional bond, which may deter corporates
from using sukuk.

Local currency markets are not well developed in the GCC,
according to Malas. The crossover of some issuers to the
Malaysian market is a result of the global nature of financial
markets. However, Islamic finance is just beginning to develop
breadth and depth, in part due to having too few institutional
investors and more limited total issuance versus conventional bonds. One way to develop more activity would be to
develop more local currency markets to widen the investor
base. While it would not make sense to develop in every GCC
currency, which would spread the liquidity too thinly across
the markets, there will be more investors if there is a local
currency alternative, particularly since the dollar peg makes

With the discussion focused on the roadblocks to growth,
the question shifted to what was responsible for the drop in
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“It would be beneficial to
adopt a region-wide capital
market with issuance in
local currencies to build
liquidity in a market that can
attract both local and global
institutional investors to help
the shift from the current
reliance on bank loans.”
— Amir Riad, Global Head Corporate Finance &
Investment Bank, Abu Dhabi Islamic Bank, UAE

the currency risk easy to hedge away for investors who do
not want to assume it.
Riad agreed and suggested that it would be beneficial to
adopt a region-wide capital market with issuance in local
currencies to build liquidity in a market that can attract both
local and global institutional investors to help the shift from
the current reliance on bank loans. The liquidity problem is
difficult, and may require incentives geared at shifting more
activity onto the exchanges.
The shift towards sukuk is driven in part by pricing of sukuk.
Kronfol pointed out that for investors, there is an improving
trend and the cost varies market-to-market where it may
be cheaper in the GCC to issue a sukuk than a bond, but
where it is more expensive in Indonesia. The growth in sukuk
markets is needed to ensure proper allocation of capital
for projects and companies, which is currently not meeting
the ambitions of large companies and governments in the
region. The development specifically in the GCC should be
to increase the share of funding that is provided from local
investors to reduce the transmission mechanism of crises
elsewhere in the world into the regional markets.
The development of these regional markets is dependent on
both Islamic and conventional investors. Both sets of investors, Malas said, were interested in sukuk and compare the
returns between the instruments which has led to convergence

in prices. Kronfol agreed, saying that that was the case in
the GCC and the development of a sukuk investor base will
depend on the participation of conventional banks and investors to expand issuance and trading volumes.

Short, long ends of the curve
untouched by sufficient demand
From the current situation, where the investor base is small,
it will be difficult to expand the varieties of tenors common
in the market. Kronfol said that some of it was due to the
interest rate environment and that preferences will shift
as that changes. However, he said, there also needs to be
greater development of investors who prefer longer-tenor
instruments like insurers and pension asset pools. This
demand will attract supply into the market. Wajid posed the
question about the other end of the curve, which Kronfol said
would likely remain unaddressed since banks are able to get
cheap funding from depositors and corporates would have
to drive the short-term funding markets through commercial
paper alternatives.
The sukuk market size will depend on growing the size of the
capital pool that invests in it. In order to shift the composition of investors, there will have to be a greater diversity of
issuers, something which can be assisted if the issuance
process becomes faster and cheaper with more standardized designation of what is sharia-compliant. The changes
in the types of sukuk issued will also be influenced by the
success in developing local currency markets, developing
more long-term investors like insurance and pension funds
and in building a short-term funding market for corporates.
These are two sides of the same coin and as one develops,
it will encourage further growth on the other side.
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Recommendations for the Halal Food Industry

Consumer education
1. Educate consumers on how to identify halal products, how to communicate their
demand for halal product offerings to food producers and how to identify and report
incorrectly labeled halal products.
2. Use the Islamic digital economy initiative to encourage consumer feedback on
product marketing and appearance to build best practices for labeling and packaging of halal food products.

Standards and certification
1. Develop a uniform halal auditing standard that can incorporate the diversity of halal
standards and ensure that certification bodies have properly qualified auditors to
verify compliance with existing standards.
2. Develop uniform standards covering warehouse activities to encourage compliance at the points where many supply chains overlap and where multinationals
can take the lead in a way that can reduce compliance costs to encourage
SME development.
3. Establish a halal ratings organization that reviews auditor reports to assign a score on
a uniform ranking system to gauge companies’ degree of compliance with all facets
of the halal supply chain and logistics standards.

Connection with Islamic finance
1. Identify sources of financing to encourage M&A activity within the halal sector to
promote larger companies that provide entirely halal products across multiple sectors.
2. Develop public-private partnerships between Islamic financial institutions and governments to increase the awareness within the financial sector of the opportunities
offered by the halal food sector.
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Controlling Supply Chain and Logistics Integrity:
Turning Risk into Investment Opportunities
Panelists
Bahri Ouzariah | CEO
Oriental Viandes Group, France
Koen de Praetere | Founder
Halal Balancing, Belgium
Dr. Marco Tieman | CEO
LBB International, Netherlands
Paul Boots | Director, Tradeflow
Dubai Multi Commodities Centre, UAE
Adil Al Zarooni | Senior Vice President
JAFZA Sales, JAFZA, UAE

Moderator
Darhim Hashim | Director
International Halal Integrity Alliance, Malaysia

Summary

wwA large proportion of halal products are produced in nonMuslim regions such as Europe, Australia, New Zealand, and
North and South America. As a result, many of the leading
developments of halal logistics and halal supply chain have
come out of these non-Muslim markets. For example, the port
of Rotterdam developed a halal logistics handbook in 2005.

wwThe identity of a responsible party for the sharia-compliance
of the entire halal supply chain was a significant point of
discussion. With the current state of the halal logistics and
supply chain, the onus presently falls on the brand owner
and/or manufacturer to ensure full sharia-compliance because
consumers are not suitably educated about the various needs
and demands to ensure full sharia-compliance. However, it
is a weight (and cost) for the brand owner/manufacturer to
monitor every step of the process, especially considering
the complexities of global logistics operations.

wwTo ensure logistics integrity for halal, there needs to be an
international understanding of what it entails, across the
horizontal and vertical supply chains.

Agenda
The importance of maintaining the integrity of the halal supply
chain, from the farm to the fork, has become an increasingly
relevant issue. The development of halal logistics, with the
creation of halal distribution hubs and port-to-port protocols by
several port authorities, has created new opportunities within the
logistics, storage and transportation sectors. To what extent does
this add genuine value for the end consumer and investors, and
what are the long-term implications of this new development?
While there are undoubted opportunities in the halal food sector,
the lack of a unified regulatory framework means there is also a
new range of risks surrounding the integrity of the halal supply
chain. Different standards that can also be used as non-tariff
trade barriers create unforeseen obstacles for manufacturers.

wwThe primary risk for an end-to-end halal supply chain is
contamination.

wwWeak links and challenges in the halal supply chain are found
in supervision (especially with regard to logistics), misaligned
standardization bodies that are used in the different phases
of the supply chain, and a lack of standardization and communication between ports.

wwThe consumer must be able to trust manufacturers/brands
to deliver end-to-end halal but the manufacturer/brand are
themselves often unsure what the consumer actually wants.
This lack of knowledge makes it difficult to know what to
assure, how to assure it and how to convey halal integrity
to the final consumer.
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Recommendations

1. Develop best practices for halal supply chain and
logistics beginning with the areas that multinationals
can implement to lay the groundwork for SMEs.
2. Develop uniform standards covering warehousing
activities to encourage compliance at the points where
many supply chains overlap.
3. Recognize that standards and enforcement are different and create a halal auditing standard and ensure
that any certification body has qualified auditors to
verify compliance with existing standards.

M

anufacturers must keep their promise of halal from
farm to fork and cross-contamination is a key issue
in ensuring the integrity of the halal supply chain,
said Bahri Ouzariah. But in Europe, supervision
is the weak link and so there are higher risks (and costs) involved for producers of halal products. Logistics is a question
of globalization and optimization, said Ouzariah, and so halal
companies must first understand the global business before
they can design a port-to-port or door-to-door halal supply
chain. However, since most halal companies are SMEs, they
may not be able to absorb the costs of going regional or global
so larger companies must take the lead in setting the ground
for the global halal supply chain.

4. Establish a halal ratings organization that reviews
auditor reports to assign a score on a uniform ranking
system to gauge companies’ degree of compliance
with all facets of the halal supply chain and logistics
standards.   
5. Educate consumers on what standards mean, how
to evaluate labeling and how to compare brands by
using the halal ranking system.  

Unfortunately, the development of halal certification is one of
the culprits. Not all certification bodies have the necessary
competencies to perform halal audits to ensure compliance.
Additionally, there are certain companies and institutions
that want to control their entire supply chain but who may
not be effective certifiers. Implementation and enforcement
of halal standards within the logistics and supply chain are
not often addressed adequately and the current framework
does not always help companies get to market. Education
about halal integrity, said de Praetere, is needed for the
whole supply chain, from producers all the way down to the
final consumers. At this stage of the state of the halal sector,
what matters is companies’ commitment to halal to live up
to consumer expectations.

Regional differences in
understanding role of halal logistics Consumers are willing to pay more
The global halal market is characterized by its diversity and for halal supply chains
there are regional differences to consider. In Europe, halal is
not perceived as a positive and adding additional layers to
the halal process does not add value for most consumers.
Koen de Praetere said these factors, such as ensuring
door-to-door compliance or producing organic halal meat,
has been better received in the United States than in Europe.
Halal producers must be able to meet the compliant demands
of different markets and achieve these specifications in
manufacturing and delivery. The halal-worthiness of products
and achieving consumer trust in them is critical. There are
many people and processes between the halal producer and
the final consumer and the challenge comes because this
logistics and supply chain does not always think about farm
to fork halal integrity.

It is the responsibility of the halal producer/brand owner to
protect his own halal supply chain, said Dr. Marco Tieman.
Findings of a recent study he conducted involving 251 Muslims
in Malaysia and 250 Muslims in the Netherlands showed
that there is a preference for a higher degree of segregation
between halal and haram products in the Muslim country
(Malaysia), and consumers have a greater willingness to
pay for a halal logistics system, though many Dutch participants (60%) said they would also be willing to pay more. It
is important to have an international understanding for what
halal integrity is and what it implies in terms of execution of
processes and operations but “your segregation [must be]
as good as your communication,” said Tieman.
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Paul Boots explained that the DMCC was established in 2002
to stimulate trade in commodities and attract companies to
Dubai in a free zone. Since then, DMCC has built a physical
as well as a virtual infrastructure and trade platform, with
warehouses all over the UAE. It currently has 6,800 registered
members. As an emerging market, Dubai and the UAE are
still developing the quality of its offering and robustness of its
sharia standards. DMCC has been working with sharia consultancy company Dar Al Sharia to develop a sharia-compliance
inspection and ratings programme. These ratings consider
issues that include insurance, security, and segregation of
halal from haram to avoid contamination. About 450 criteria
are considered for the sharia ratings where 1-star is deemed
acceptable but not as good as a 5-star rating. DMCC sharia
ratings ensure both physical and virtual segregation. Where
a warehouse handles halal and haram products, then IT
systems must also be able to handle segregated halal and
haram inputs.
Within the OIC, Malaysia plays a leading role in the halal
industry as it does in finance, said Adil Al Zarooni. JAFZA
has been in a number of discussions with Malaysia to address
how the UAE (specifically Dubai) can extend its role as a
halal hub for the region. Halal is becoming a brand and the
more the brand develops globally, the more consumers will
become increasingly discerning, creating a greater need to
ensure farm to fork halal integrity. Currently, OIC countries
are experiencing the development of demand for a halal logistics and supply chain but it has not reached a significant
threshold where critical mass is reached that would promote
deeper interest in it. Al Zarooni said that the halal logistics
and supply chain needs to develop itself further to become a
stand-alone industry within the Islamic economy, underpinned
and guided by standards and regulations that will be needed
to ensure halal integrity.

“Manufacturers must keep
their promise of halal from
farm to fork and crosscontamination is a key issue
in ensuring the integrity of
the halal supply chain.”
— Bahri Ouzariah, CEO, Oriental Viandes
Group, France
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Addressing Food Security in the GCC
as an Asset Class
Panelists
Ahmad Adam | Founder & CEO
Crescent Foods, USA
Farid Masood | Managing Director, Advisory and Asset
Management
Islamic Corporation for the Development of the Private Sector
(ICD), Islamic Development Bank, Saudi Arabia

Summary

wwThe halal food sector must be able to sell itself as profitable
and commercially viable to attract financing and investment. However the sector largely suffers from a lack of
institutionalization, and is weak on transparency and good
corporate governance; all unattractive to potential financiers and investors.

wwHalal food companies are product-centric and have not been
Ashraf Hamouda | Head Partnerships & Business
Development ME, Eastern Europe & Central Asia
United Nations World Food Programme, UAE
Saleh Lootah | Managing Director
Al Islami Foods, UAE

Moderator
Rushdi Siddiqui | Advisor & Former Global Head of Islamic
Finance and OIC Countries
Thomson Reuters, USA

able to successfully convey and transmit halal as a holistic
and positive value, a further setback when trying to reach
out to the financial sector and consumers.

wwThe Islamic banking sector is not ready or able to support
the SMEs that make up the bulk of the halal food sector.
The Islamic finance industry must come up with new models
to support SMEs across the entire investment cycle. For a
start Islamic financial institutions’ (IFIs) financing and investment committees should include at least one member who
understands the halal sector and its opportunities. This
specialized human capital will be needed to help IFIs assess
and consider the halal sector in the right way.

wwSpecialized Islamic banks or IFIs for the halal food sector

Agenda
Described as ‘twins separated at birth’, Islamic finance
and the halal food sector are the two major Islamic economy
sectors. Halal food, a consumer non-cyclical, as an asset class
is easy to understand and less volatile than real estate, a
staple for Islamic finance. With surplus liquidity in the Islamic
finance sector, and a distinct need for investment in the halal
sector, why is there still a disconnect between these two
components of the Islamic economy? Investing in the food
sector is good business. The Food Index follows the World
Index closely while the Islamic index is lagging behind the
two. However, the Food Index yield from 2008 to Oct 2013
outperforms both the World Index (2nd) and the Islamic Index
(3rd). Why has the halal food sector been overlooked by
Islamic finance and what would be the next practical steps
towards a real convergence between Islamic finance and the
halal products sector?

might help at the micro-level, but since there are lots of opportunities to help companies manage their entire supply
chain, the sector needs larger IFIs that are motivated to
finance and invest in the halal sector.

wwBeyond

financial capital, halal food companies need to
acquire and seek out business know-how as they aspire to
penetrate new markets and expand beyond local markets
into larger regional or global markets.
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Recommendations

1. Develop best practices for financial institutions to
interact with SMEs—halal and otherwise—to help
them prepare for the recordkeeping required to interact with a bank.

3. Islamic banks should create partnerships with business incubators and halal industry participants to
encourage SME development to prepare them for
bank financing.

2. Develop public-private partnerships between Islamic
financial institutions and governments to increase the
awareness within the financial sector of the opportunity
from halal food.

4. Banks should add at least one member to their credit
committee with halal food industry experience or
specialization.

T

he halal food sector is a big economic driver that Islamic
finance is missing out on, said Ahmad Adam. The
sector has not received attention from Islamic finance
because it has not presented itself in a way that the
financial sector understands: as a good source of dividends
and profits. Among the reasons for this are that the halal food
sector is not institutionalized and lacks transparency and
good corporate governance that investors rely on.

Collaboration between Islamic
finance and halal could help
global growth
There is a lack of dialogue and communication between the
two sectors, and both have failed to reach out to the other
in a way that will explain the underlying business opportunity.
As a result of this disconnect, Islamic financial institutions
cannot see the infrastructure needed to provide financing
to the entire halal sector supply chain, unlike the opportunities in the conventional sector. As an example, Adam cited
the example of global fast-food chain McDonald’s, which
benefits from a comprehensive financing structure for their
entire supply chain.  
While specialized Islamic financial institutions exclusively
serving the halal food sector may help at the micro level, the
sector needs a ‘huge’ amount of cash and liquidity to finance
its supply chain, something that one institution would be hard
pressed to provide. A model that could work better is one
that motivates and engages with the larger Islamic financial
institutions to tap into the halal market.
Most halal food companies within the OIC countries are small
and if they aspire to build a regional or global brand, they
will need the level of financing that requires participation by

larger banks. Mergers and acquisitions (M&A) are also not
a ready option for halal sector SMEs as most never build
enough critical mass to leverage on their resources to reach
an efficient scale where M&A could grow their bottom line.
This is because the capital needs of food companies is so
high that they must grow significantly from their current size
to reach a large enough scale to be able to capitalize on
economies of scale from M&A activities. Adam also suggested that halal food companies are product-centric, and
they are not doing enough to transmit Islamic ethos and
philosophy to investors and consumers. Brand reputation,
he said, revolves around values.

SMEs need more than just finance

From the banking industry perspective, Islamic finance is not
ready to support SME sectors, said Farid Masood. Financing
SMEs requires a different way of looking at financing from
larger companies and demand more Human Resource (HR)
capacity, an area in which Islamic banks already face a shortage. Banking, said Masood, is more comfortable with large
corporates and the Islamic finance industry has to evolve to
shift more towards SMEs.
This goes beyond just exploring the idea of having one
member on the financing or investment committee who
understands the halal industry; new growth models must be
designed for SME support that transcends the halal market.
For example, Islamic finance must seriously consider how
to support SMEs as they consider growth to scale up to
get onto the global stage. Islamic finance has the products
and capital but both it and the halal food sector need to be
able to demonstrate that investing in food and food security
is commercially viable.
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Masood suggested venture capital (VC) for new businesses
and startups, and for Islamic banks to invest in and finance
existing businesses. Private equity can be used by firms to
engage in food funds and invest in growth capital.
“It’s about smart capital,” said Masood. Islamic finance
and the halal food sector have to work together to identify
opportunities beyond financing and monetary investment
to other areas that the sharia-compliant financial system
can support the halal sector. By 2020, Masood expects
to see more institutions investing in halal food across the
investment cycle, and Islamic banks allocating more money
towards the sector.

Synergies between Islamic finance
and halal will drive growth in the
next decade
Ashraf Hamouda is calling for “game changers” to radically
change the concept of the synergy between Islamic finance
and halal food; he stressed that incremental approaches
would not suffice. The halal food sector has a perception
problem, he said, and one of its difficulties lies with the stigma
of being associated with or tied to an Islamic brand. He suggested that companies in the halal sector should look at it
from an advertising point of view in order to meet consumer
demand. As more and more consumers worldwide demand
better corporate citizenship, Hamouda suggests a lobby to
steer companies to higher CSR levels in order to dispel any
negative perceptions of halal.
When looking for partners, the United Nations World Food
Programme prefers profitable companies that will give back to
communities, those who are credible businesses, and those
who are fair and whose work and operations are beneficial
to a wider community. He cited the example of the UNWFP
working with PepsiCo in Ethiopia on a chickpea project. By
2020, Hamouda expects the halal food and lifestyle sector
be more inclusive; from the investment point of view, he said,
the sector will need to expand to provide a way for everybody
to invest in the sector.

Halal needs to become
synonymous with high quality
Saleh Lootah believes that halal food has not been positioned in the right way. As a result investors and consumers
view halal as second grade with inferior quality, as well as
being exclusively for Muslims. As a result, halal companies
are not able to attract more investments and cannot expand
and achieve scale. Lootah agreed with Ahmad Adam
that halal companies have been too product-centric, at the
expense of transmitting Islamic values and holistic experience to consumers.

“If the customer goes away with our product and they pray
for us, we [would] have done our job,” he said. Halal, he
said, is only the bare minimum. The sector has to raise the
bar of offering a high quality product, and halal companies
must be driven by a deeper motivation and self-discipline in
order to succeed.
When Al Islami first started out in the early 1980s, Lootah
described, there were no certifying bodies for halal food.
The company designed and followed their own standards of
quality and controls for halal “by the book” (i.e. the Qur’an). He
believes that Islamic businesses can succeed if they closely
follow the holistic framework of values and principles rooted
in Islam that benefit mankind. This, then, may also lead to a
change of perception about Islam in the eyes of the world.
Since those early days, Al Islami has expanded to grow its
businesses beyond its core Middle East market, using France
as a springboard into the rest of Europe. Businesses need
more than capital to go global, he said, adding that businesses need a lot of different expertise to expand sustainably
into the global market.
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Recommendations for the Halal Travel Industry

1. Identify best practices to facilitate basic halal requirements such as halal food, and
be able to respond to additional common demands and understand the potential
niche markets like Islamically-guided ethical tourism.
2. The OIC and travel industry groups within member countries should compile recommendations for travel promotion based on existing examples used within the OIC
and non-OIC countries to attract Muslim tourists.
3. Halal travel companies should develop regular communication with other travel companies and industry groups to develop ethical travel offerings that appeal beyond
the Muslim market.
4. Travel industry groups should develop a consumer education plan that shows consumers how to find halal travel options, how to reach out to travel companies to
demonstrate their desire for a halal option, and how to identify and report services
that are incorrectly marketed as being ‘halal’.
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Basic or Holistic? Hospitality and Travel
for Muslim Consumers
Panelists

Agenda

Elnur Seyidli | Chairman of the Board
Crescent Tours, UK

Muslims spent approximately $137 billion on tourism in 2012
and this is expected to rise to $181 billion by 2018. The global
Muslim market outspent the travel market in the United States,
Germany, China, United Kingdom and France. Within the global
Muslim demographic, the Gulf Cooperation Council (GCC)
countries travel spending constituted 31 percent of total global
Muslim travel expenditure, while four of the top five fastest growing
airports are in the OIC — Istanbul, Dubai, Kuala Lumpur, and
Jakarta. Non-Muslim countries are making concerted efforts
to tap into the lucrative Muslim travel market. New Zealand,
for example, has produced a halal culinary guide for Muslims,
and resorts in Queensland, Australia, are providing halal food
and prayer facilities.

Fazal Bahardeen | CEO
Crescentrating, Singapore
Hani Lashin | Group General Manager
Al Jawhara Group of Hotels, UAE
Kamran Siddiqui | CEO
Holiday Bosnia, UAE

Moderator
Reem El Shafaki | Senior Associate, Muslim Lifestyle Market
DinarStandard, USA

In the Global Muslim Lifestyle Travel Market 2012: Landscape
& Consumer Needs Study published by DinarStandard and
Crescentrating, Muslim consumers, 52.8% of whom said they
travelled with their family on their last leisure trip, said the following areas were most important:
• Halal food (66.8%)
• Overall price (52.9%)
• Muslim-friendly experience (49.1%)
What exactly is halal tourism, and what are the marketing issues
to be considered?

Summary

wwNon-Muslim countries such as Australia, New Zealand, Japan
and Malta are doing more to attract Muslim travelers than
Muslim countries. If Muslim countries do not improve their
halal services and facilities, Muslim travelers may become
more comfortable travelling to non-Muslim countries.

wwHalal travel must make the provision and availability of halal
food and prayer facilities a default setting and start to truly
transform the sector for the Muslim and indeed world traveler.

wwIn order for Muslim businesses and countries to harness the
universal values rooted in Islam, it must transform the travel
sector. Considerations must go beyond mere product/physical
concerns to also engage travelers with aspects of the spiritual
and social. The very notion and concept of what ‘Islamic
travel’ or ‘halal travel’ is must be broadened and revisited.
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Recommendations

1. The travel and hospitality industry needs to identify the
best practices to not only facilitate Muslim travel for
basic compliance, but additional common demands,
and niche markets like Islamically-guided ethical
tourism.
2. The OIC or travel industry groups within the OIC
should identify a set of recommendations for OIC
countries that are currently used in non-OIC countries
to attract travelers.

N

3. Halal travel companies should explore collaborations with ethical travel industry groups to find ways
to broaden the market for halal travel beyond the
Muslim market.
4. OIC country governments should identify examples
within the OIC member and observer countries of
companies that are leading the halal tourism market
to encourage their domestic travel industry to use as
models to attract inward and domestic halal tourism.

on-Muslim countries such as Australia and Malta,
said Elnur Seyidli, are doing a lot to attract halal
tourism but Muslim countries, in general, are falling
behind when they should be doing more to attract this
growing market. In order to attract the Muslim consumer, the
basics — halal food and prayer facilities — must be provided.
In order to stand out as the consumer’s sophistication grows,
they will be looking for different holiday experiences.

and Japan are putting in to accommodate halal travel far
outweighs the effort put in by Muslim countries. Within the
next three to four years, if Muslim countries do not take
consumer demand for halal travel seriously, Muslim travelers will be more comfortable heading to other destinations.

Regional differences should drive
halal tourism marketing

Currently, the halal tourism industry is only concerned with
Muslim consumers’ basic unique needs — halal food and
places to pray — because the Muslim traveler does not want
to spend his holiday going out of his way to find halal food
and prayer facilities. To push the sector forward, the most
important issue is to increase awareness within the travel
industry about what halal means to consumers. The nonMuslim world must be aware that Muslims have certain basic
needs, and learn to better provide for them. At the same time,
the demand side must also be more vocal in expressing their
needs and wants. For example, Muslim travelers could ask
airlines for prayer spaces on board planes, and separate
alcohol and non-alcohol seating.

The Muslim consumer is not a monolith and different people
will be interested in different things. For example, UK travelers
want to head to where climes are warmer for relaxed holidays
but Malaysian holiday-makers look for heritage, sightseeing
and shopping opportunities. Because the global Muslim
market is diverse, general marketing efforts will not work.
Instead, marketing needs to understand the cultural and
intimate flavours of the target market for the target product.

Consumers want more than just
the basics

The English-speaking world, for example, would need to see
the word ‘halal’ but this is not necessarily the case in Turkey.
For many developing countries in the OIC, there may be a
tendency for businesses and the private sector to sit idle in
wait for their governments to build infrastructure and facilities
to support and promote their countries as holiday destinations. Seyidli explained that the travel and tourism industry
is all about demand and businesses should be pro-active in
making all the changes they can in order to meet the diverse
global Muslim consumer demand.

Echoing Seyidli and Bahardeen, Hani Lashin also believes
that there is much more for Muslim countries to do to accommodate Muslim travelers. Muslim countries such as Egypt, for
example, could and should review their hotel classification to
take into consideration halal standards, as a way of assuring
and attracting Muslims. But efforts should not be piecemeal;
the core values of Islam must be met in order to reach and
retain all travelers and holidaymakers, not just Muslims.

Fazal Bahardeen agreed with Seyidli that the amount of work
that non-Muslim countries such as New Zealand, Australia

For example, being trustworthy, showing respect for all guests,
and keeping to publicized standards and levels of service must
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“Muslim travelers of the past,
such as Ibn Battuta and
Admiral Zheng He, travelled
to learn and educate
themselves, and became
closely engaged with the
different communities they
met along the way. This spirit
of ‘Islamic travel’ could be
seen as a force for good
for the world if the halal
sector could offer travel as
interactive and educational.”
— Kamran Siddiqui, CEO, Holiday Bosnia, UAE

be a minimum standard for all Muslim businesses because
these universal values rooted in Islam are for the benefit of
all. Marketing messages must depend on the target market;
consumers in Muslim countries understand ‘sharia-compliant’
but in non-Muslim markets any association with Islam could
be perceived negatively. Al Jawhara Group of Hotels believes
that customers are the best people to rate their services and
facilities, and they benefit from customer feedback and online
customer rating of their hotels.

Halal standards can use institutional
model from Islamic finance
Lashin called for a mechanism to coordinate halal standards
across all halal sectors in a way that mirrors the institutional
establishment within Islamic finance, where supranational
organizations like AAOIFI, IFSB and IIFM develop common
standards. Currently, the other halal sectors, travel included,
do not have their own formal and institutionalized system
that will be able to further the sector’s interests and support
its development.

The travel industry sees the physical/product manifestation of
what they perceive to be halal and required for Muslims but
the main underlying driver is a Muslim lifestyle, said Kamran
Siddiqui. If the travel sector is to more substantially reach
Muslims, it would have to ask itself what that Muslim lifestyle
means. In Islam, said Siddiqui, there is a social contract
between man and God which encompasses not only the
physical but also the spiritual and the social.
The halal sectors today are more concerned about the
physical. For a more holistic experience all three aspects
must be met, and Muslims should be the ones driving this
transformation. There is an overlap between ethical tourism
and Muslim tourism and if the halal travel industry can also
bring in the physical, spiritual and social aspects, then it will
definitely succeed.
Muslim travelers of the past, such as ibn Battuta and Admiral
Zheng He, travelled to learn and educate themselves, and
became closely engaged with the different communities they
met along the way. This spirit of ‘Islamic travel’ could be seen
as a force for good for the world if the halal sector could offer
travel as interactive and educational. This will include more
stakeholders, including non-governmental organisations
(NGOs) and governments, and will be able to attract a wider
base of travelers beyond core Muslim markets.
On his Holiday Bosnia website, for example, there is no
mention of ‘Muslim travel’ but his company offers travel and
experiences rooted in Islamic values for the “sophisticated,
educated and socially aware traveler of today [who] wants a
more meaningful holiday experience than just being a tourist
who is ‘passing through.’” Travelers are also offered the opportunity to do charity work with local communities, in the
spirit of sadaqah and giving back to society.
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Recommendations for the Halal Lifestyle Industry

Consumers
1. Brands should focus their efforts on making halal a minimum standard for the
Muslim consumer market, rather than viewing halal as the only factor by which
Muslim consumers make purchasing decisions.
2. Sharia scholars should discuss and disseminate guidelines for consumers, SMEs
and halal brands identifying the key insights into what the Qur’an and Sunna identify
as the dividing line between encouraged trade and discouraged over-consumption.
3. Educate consumers on how to identify a halal product, how to reach out to producers to demand halal products, how to identify and report incorrectly labeled
halal products.

Certification and Standards
1. Halal companies should move from halal to tayyab through using organic and other
sustainability sourced products.
2. Create consumer labeling standard for halal products in sectors that are not currently
covered by existing practice (e.g. pharma, cosmetics, personal care).
3. Develop governmental- or industry-led support mechanisms for certification of existing
brands that already meet halal standards.
4. Develop voluntary content guidelines for the types of digital media that best represents
the Islamic digital economy.

Investment and R&D
1. Identify the areas with the greatest need for a halal alternative in the pharma, cosmetics and personal care sector.
2. Support R&D for ‘pinch points’ in the supply chain for pharmaceuticals (e.g. finding
non-animal based alternatives to porcine gel capsules).
3. Connect investment — large and small sources — with producers of local language
online content so that the ideas that make the best financial sense and represent the
community’s desire for content is developed and supported.
4. Develop government sources of content that promote the public good and funds
to pay for it to be run in media sources to provide financial support to developing
sectors of digital Islamic economy content.

110

Understanding Muslim Consumers

Panelists

Agenda

Shelina Janmohamed | Vice President
Ogilvy Noor, UK

The 1.6 billion Muslims worldwide cover the spectrum with
different interpretations, and levels of awareness and
adoption of halal. The global Muslim population is growing
much faster than the global average — 1.5% versus 0.7%.
Islamic values and Islam’s core tenets may unite the global
Muslim population but Muslims themselves are diverse and
segmented. Who are the Muslim consumers, and how can
we win them over? What products and services do they want
and how can these be made relevant to the wider consumer
base beyond core Muslim markets?

Faisal Masood | Founder
American Muslim Consumer Consortium, USA
Jonathan Wilson | Editor-in-Chief
Journal of Islamic Marketing, UK
Shahed Amanullah | Founder
Zabihah.com, USA

Moderator
Rafi-uddin Shikoh | Founder
DinarStandard, USA

Summary

ww There is no single monolithic or stereotypical ‘Muslim consumer’. While the world’s 1.6 billion Muslims are united in
their fundamental beliefs and core Islamic values, Muslims’
buying decisions are also affected by other ‘regular’ marketing segmentations such as educational level, cultural
preferences and income.

wwBusinesses hoping to reach Muslim consumers must dig
deeper to understand the spiritual and emotional engagement
Muslims have with their religion beyond ticking off basic halal
concerns of permissibility.

wwConsumers the world over are now demanding higher quality
and it is time once and for all for halal to aspire to always be
equated with high quality, high performance, and sustainability.

wwThe Islamic economy must be the leader for values, and
move away from marketing based on religion-based values
and start reaching out to the world based on universal values
rooted in Islam that can appeal to all.

wwThere

is also now the need to actively seek a balance
between trade, which is seen as a positive in Islam, and
over-consumption, which is to be avoided.
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Recommendations

1. Brands should shift away from viewing ‘halal’ as the
only factor by which Muslim consumers purchase and
instead focus their efforts where halal becomes just the
minimum standard for the Muslim consumer market.
2. Sharia scholars should discuss and disseminate
guidelines for consumers, SMEs and halal brands
identifying the key insights into what the Qur’an and

Sunna identify as the dividing line between encouraged trade and discouraged over-consumption.
3. Halal companies should expand their outreach and
certification by other certification organizations and
trade groups should highlight companies that find
other ways to be not just halal but tayyab through
using organic and sustainability sourced products.

T

he idea and concept of a Muslim consumer is relatively new, said Shelina
Janmohamed, and big brands can feel apprehensive engaging with Muslim
consumers. The deeply held needs for Muslim consumers is still an open
discussion, but there is something about being Muslim that affects the way
Muslims buy. Over 90 percent of surveyed participants in an Ogilvy Noor research,
‘Brands, Islam and the New Muslim Consumer’ said their faith affects their consumption. Ogilvy Noor’s study classifies the Muslim consumer into six broad categories:

The Connected – “Religion Connects Me”
THE MUSLIM
TRADITIONALISTS

27%

The Grounded – “Religion Centres Me”

23%

The Immaculate – “Religion Purifies Me”

THE MUSLIM
FUTURISTS
• Proud to be Muslim
• Rooted in the values
that define them
• Believe in faith and
modernity
• Brand conscious
and loyal
• Hold brands to account
• The digital Ummah,
a powerful enabling force

11%

The Identifiers – “Religion Identifies Me”
The Synthesizers – “Religion Individuates Me”
The Movers – “Religion Enables Me”

27%
6%
6%
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Muslim consumers not a single
monolithic market

Based on this research, businesses will have to look deeper and
go beyond stereotypes of what it is to be a Muslim. They will
also have to move beyond mere ticking off the boxes of basic
halal needs and truly engage with the spiritual and emotional
relationship and engagement Muslims have with their religion.
Halal is sometimes talked about as the world’s biggest brand,
but we have not sufficiently addressed the standard of halal,
what makes it better than others, and also what the brand
values are behind any particular halal brand.
Reaching out to Muslims as ‘Muslim consumers’ is not the
only way, but it is one way; there are different demographics
and segments that constitute the ‘Muslim consumer’ and
representing the Muslim consumer must be tackled innovatively. For example, Unilever developed a Sunsilk shampoo
product aimed at women who cover their hair and their advertising campaign did not simply copy the typical shampoo
advertisements with women flicking their hair(/hijabs) about.
Instead, the women were presented as active participants
in daily activities including work and sports. As an example
of Muslim consumer market segmentation, there are certain
Islamic financial products that are more actively targeted at
the middle-class than any other market segment.
While the discourse, body of work and knowledge about the
Muslim consumer is still new, there is already tension building between over-commercialization and the deep-seated
Islamic value of avoiding over-consumption. From a Muslim
consumer perspective, how do we support the aspiration to
build a Muslim lifestyle beyond consumption? Islam has a
positive view about trade and consumption but the balance is
something we would have to work through.

“The halal sector cannot go
the way of Islamic finance by
merely repackaging regular
conventional products.”
— Faisal Masood, Founder, American Muslim
Consumer Consortium, USA

The diversity of Muslim consumers in the United States of
America, said Faisal Masood, is equally balanced: a quarter
are South Asian, a quarter are Arab, a quarter are AfricanAmerican, and a quarter are all other ethnicities. Masood
believes that if we can answer the questions pertaining to
reaching the American Muslim consumer we can solve the
problems of reaching the global Muslim consumer market.
The 6-7 million American Muslims consume along four broad
lines: 1) buying based strictly on Islamic values, 2) buying into
the values a brand presents, 3) buying based on religious
principles i.e. they will buy according to how Islam is defined,
and 4) buying as if they are supporting a community. These
four are inter-connected but each sector connects with others
differently. Acculturation is a lifestyle-influencing factor, and the
American Muslim consumer appreciates values and principles
and how religious values impact the marketplace.

Islamic finance ‘repackaging’
model inappropriate for halal sector

“The idea and concept of a
Muslim consumer is relatively
new, and big brands can feel
apprehensive engaging with
Muslim consumers.”
— Shelina Janmohamed, Vice President,
Ogilvy Noor, UK

The halal sector, said Masood, cannot go the way of Islamic
finance by merely repackaging regular conventional products.
The parameters to measure excellence and performance must
be defined and put in place. He cited the examples of Saffron
Road and Crescent Halal as embodying values beyond mere
permissibility. Saffron Road markets their products not only as
halal but they also provide gluten-free options, and are transparent about how healthy their food products are and how their
animals are treated from farm to slaughter. Crescent Halal’s
packaging, for example, indicates use of vegetable fat and are
sold in Walmart stores which reach a much wider consumer
base beyond the American Muslim segment.
“Brand Islam is rising and people want to understand it,” said
Jonathan Wilson. Muslims can exist as a consumer segment
but should not alienate themselves from the bigger global
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picture, as they are more than just ‘Muslim consumers’. Muslim
consumption embodies aspects that are similar to and at the
same time also different to other segments; we must consider
if all Muslim needs and wants are completely different from
those of non-Muslims.
There are, for example, Buddhist Japanese priestesses who
wear ‘hijabs’ and non-Muslims who drink non-alcoholic beer.
The lines are not clear and the terms that we use might be
divisive. If we say that we are this one thing — a Muslim
consumer — to the rest of the world, then we might be perceived by the rest of the world as the ‘Other’ and the values
Muslims consider beneficial for all mankind (e.g. halal) will
not as easily be democratized and accepted by the larger
world population.

“The ‘new normal’ are the
people who are accountable
for ethics, morality, due
diligence and care; for halal
is not just the certification or
the logo but what the Muslim
culture implies.”
— Jonathan Wilson, Editor-in-Chief, Journal of
Islamic Marketing, UK

Wilson asked whether Muslims have the balance wrong —
within the halal food sector and Islamic finance there is a lot of
focus on the product while in the modern economy the focus
is on the people. The alternative or the ‘new normal’ are the
people who are accountable for ethics, morality, due diligence
and care; for halal is not just the certification or the logo but
what the Muslim culture implies. In attempting to clearly define
‘halal’ and who it is for, Muslims, said Wilson, should aspire
to high quality, high performance, and sustainability, and look
beyond the bottom line issue of product permissibility. If and
when Muslims can get onto this higher level, they can then
consider themselves to be collaborative consumers instead
of mere blind ones.

Non-Muslims try to understand
Muslims through “culture of food
and dining”
Shahed Amanullah urged Islamic economy producers to
recognize the diversity of the global Muslim community. “There
are different Muslim cultures,” he said, and the market would
have to dig deep to find the core values that underlie the different communities. In North America, the growth of halal food
outlets is greater than the growth of the number of mosques,
partly driven by non-Muslims trying to understand Muslims
through the culture of food and dining. This demand is more
passive than active. This presents an opportunity for the Islamic
economy to create an inclusive economy that non-Muslims
want to buy into because of the values espoused.
If this wider buy-in occurs, halal and sharia-compliance will be
Muslims’ gift to the world beyond mere monetizing of permissible products and services. Instead, the focus should be on
a commonality for humanity; religion-based values only appeal
to Muslim consumers but universal values rooted in Islam can
appeal to all. The halal sector must necessarily elevate itself
to embody tayyab.
The users of Amanullah’s Zabihah.com prefer organic in addition
to halal because organic is perceived as being more tayyab
than ‘regular’ halal. If in the beginning users of Zabihah.com
were content to accept food based only on the method of
slaughter, consumers now are demanding higher quality. The
Islamic economy must propel itself as a leader for values, and
halal producers need to own the market, i.e. they need to be
the primary researchers, analysts and beneficiaries of data from
and for the halal marketplace.
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1 | Jonathan Wilson, Editor-in-Chief, Journal of
Islamic Marketing, UK 2 | Shelina Janmohamed,
Vice President, Ogilvy Noor, UK 3 | Shahed
Amanullah, Founder, Zabihah.com, USA 4 |
Rafi-uddin Shikoh, Founder, DinarStandard,
USA 5 | Panelists of “Understanding Muslim
Consumers” Session
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$ 224 BILLION

MUSLIMS GLOBALLY SPENT
ON CLOTHING & FOOTWEAR IN 2012
(10.6% OF GLOBAL EXPENDITURE)

$ 322 BILLION
EXPECTED TO REACH
IN 2018

(11.5% OF GLOBAL EXPENDITURE)
* Covers clothing & footwear spending

SPECIALITY MUSLIM CLOTHING BRANDS
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*Only for value-added clothing manufacturing sectors

OIC EXPORTS

=
$59
BILLION
9.5% OF GLOBAL CLOTHING EXPORTS
TOP EXPORTING OIC COUNTRIES

BANGLADESH & TURKEY
OIC IMPORTS

=
$24
BILLION
3.2% OF GLOBAL EXPORTS
TOP IMPORTING REGION

GULF COOPERATION COUNCIL (GCC)
$494
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$106

TOP PROJECTED GROWTH WITHIN
OIC COUNTRIES (2012-18)

3

4

IRAQ 61%
QATAR 59%

5
EGYPT 58%

IRAN 57%

#5 $0.72
GERMANY
#1 $24.9
#3 $2.34
ITALY

#2 $20.5
TURKEY

IRAQ

#5 $18.47

#4 $20.33

EGYPT

IRAN

SAUDI
ARABIA

#4 $16.2

#1 $7.1

#5 $15.3
#2 $2.99

TOP MUSLIM CLOTHING
CONSUMPTION MARKETS
US BILLION, 2012

UAE

TOP EXPORT
COUNTRIES GLOBALLY
US BILLION, 2012

1. TURKEY

$24.9

1. CHINA

$148.3

2. IRAN

$20.5

2. BANGLADESH

$22.19

3. INDONESIA

$16.8

3. HONG KONG

$21.28

4. EGYPT

$16.2

4. ITALY

$20.33

5. SAUDI ARABIA

$15.3

5. GERMANY

$18.47

#4 $1.68

KYRGYZSTAN

CHINA

#3 $21.28
BANGLADESH

18

HONG KONG

#2 $22.19

#3 $16.8
#1 $148.3

INDONESIA

TOP OIC IMPORT
COUNTRIES
US BILLION, 2012
1. UAE

$7.18

2. SAUDI ARABIA

$2.99

3. TURKEY

$2.34

4. KYRGYZSTAN

$1.68

5. IRAQ

$0.72

Source: State of the Global Islamic Economy Report 2013; Expenditure
data baselined from 2005 International Comparison Program + National
Statistics Agencies + DinarStandard Analysis; IMF Outlook 2012 Database
for projections; Muslim market estimates and value chain from
DinarStandard; Trade data from UN Comtrade Database 2012; OIC =
Organization of Islamic Cooperation (57 member countries)
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From Halal to Wholesome: Transforming Islamic
Values to a Marketing Niche of Global Appeal
Panelists

Agenda

Vaquas Alvi | Regional Director
Ogilvy Action, UAE

Not much more than a decade ago, the term halal was considered to apply only to methods of animal slaughter. Now, not
only has the term broadened its scope exponentially, there is
an increasing awareness that products and services need to
be tayyab (wholesome) as well as halal.  This new trend affects
the decisions made by manufacturers and marketers to bring
the Halal sector in line with other current market values relating
to health, ethics, fair trade and concern for the environment
as well as in halal companies’ marketing strategy.

Ahmad Adam | Founder and CEO
Crescent Foods, USA
Adnan Durrani | CEO
American Halal Co. Inc., USA
Y. Bhg. Dato Seri Jamil Bidin | CEO
Halal Industry Development Corporation, Malaysia

Moderator
Abdalhamid Evans | Founder
Imarat Consultants, UK

Summary

ww Halal is a market that is not just limited to Muslim consumers, and brands that succeed start with a quality product.

wwBroadening from halal to wholesome is dominant primarily
in Western markets where there is enough halal food to
satisfy demand; in many markets there is a big gap in supply
relative to demand and tayyab becomes less of a concern
for consumers.

wwHalal’s rooting in Islamic values is an opportunity among nonMuslim consumers by demonstrating the universal appeal of
these values and avoiding being exclusive or pushing Islam
rather than the underlying values.

wwMany controversial issues around halal meat in the Muslim
community and society at large are based on questions of
integrity and lack of transparency.  Greater transparency of
practices and adoption of humane animal treatment certification can provide ways to address concerns on both fronts.
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Recommendations

1. Find halal companies that grow into global brands
due to their quality, not just multinationals with halal
food divisions.
2. Encourage transparency by expanding use of a
single ‘halal’ standard like the one under development by Dubai that can allow multinationals to cater
to Muslim markets.

T

he panel discussion had a focus that was a microcosm
of many of the ideas shared in other sessions about
broadening the discussion beyond just the Muslim
market when Adnan Durrani said that his company’s
Saffron Road brand found success in appealing to people
of all faiths who shared the underlying values from Islam
through halal and tayyab (wholesome) products. Consumers
are discerning, and with education, they can identify with the
halal brand if it is a quality product. He pointed to the focus
his company placed on being halal as well as antibiotic-free,
organic and using humanely raised meat.

Redefine ‘halal standards’ as a
universal value
Ahmed Adam concurred and said that it was important not
to limit to just halal products, but also to look wider up and
down the supply chain. The American halal industry is “leading
the entire global halal industry in a new direction by redefining
halal standards by universal values” and has opportunities to
expand into non-GMO and gluten-free products.
In all these areas, Vaqas Alvi argues, the key is not seeing
the market as just the people who are searching for halal food
but who see halal as representing certain values. The values of
halal can be transferred to those brands to expand, particularly
outside of the natural market for halal and into the mainstream.
The idea of going mainstream got pushback from Adnan
Durrani who spoke of his company’s experience in focusing
only on the natural foods section of supermarkets like Whole
Foods, a natural food supermarket in North America and the
UK. The opportunity for halal in the natural foods niche is to
define itself on the basis of its quality where it can gain share
on its merits not the fact that it is halal.
There was a different perspective from Dato Jamil Bidin,
who said consumers had not widely shifted towards tayyab

3. Educate consumers on how to identify a halal product,
how to reach out to producers to demand halal products, how to identify and report incorrectly labeled
halal products.
4. Develop best practices for public-private partnership to
develop national certification and educating programs.

because there was not even enough halal food supplied, so
it doesn’t matter whether halal is sold as a niche product or
goes mainstream until there is a much larger supply to meet
demand. However, when there is more available, consumers will
have to be educated about tayyab products as well as having
more than just halal slaughter methods or halal products, but
halal supply chains.

Adding capacity for halal food risks
being derailed by technicalities
In response, Adnan Adam brought up current issues within
the Muslim community in the UK about the issue of whether
animals are stunned and broader questions of whether halal
slaughter methods are humane. The goal, he suggested,
should be inclusive, not exclusive and one way to avoid divisive
arguments within the Muslim community and in wider society
is to focus on providing hand slaughtered meat that receives
humane certification treatment. Failing this, Adam worries
that the halal niche could become diluted over arguments
about technicalities.
The focus on technicalities distracts from what should be
the focus, according to Alvi, which is offering a high quality
product, whether or not you are focusing on the Muslim market
or the non-Muslim market. On the consumer side, according
to Adnan Durrani, there is not enough transparency which is
creating integrity fear that underlies the slaughter argument.
“Healthy food is a universal language that we all speak and
understand, so let’s eat together”.
On the issue of inclusivity, there was wide agreement that the
values that guide the production of high quality halal products
should reach across the bounds of religion and that it was
important to share these values without shoving them down
anyone’s throat. Panelists differed on whether the identification
of halal as specifically something related to Islam could drive
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potential consumers away. Adnan Durrani struck a confident
note telling halal companies to find a balance where they don’t
shy away from who they are, but are not aggressive either.

Educate consumers that ‘halal’ is
not only for Muslims
There was broad consensus that moving forward education
will be needed and governments should be involved with
companies to educate consumers and other governments who
do not see the potential value from the halal market or believe
it is only constrained within the Muslim population. The drive
cannot come from just governments or companies, though
because both will only move when they see the underlying
demand, which starts with consumers.
Consumers can benefit from education, but are very savvy
and will research halal claims and punish brands that say
one thing and do another, or do not follow up on their
promises. Education to better educate consumers and
prevent fraudulent use of the halal label will enable them to
better guide development of the halal food industry. Dubai’s
initiative to promote greater standardization can benefit the
market by providing a benchmark that multinational brands
can look to so they can serve the Muslim market while not
alienating anyone else.

“Consumers had not widely
shifted towards tayyab
because there [is] not even
enough halal food supplied,
so it doesn’t matter whether
halal is sold as a niche
product or goes mainstream
until there is a much larger
supply to meet demand.”
— Y. Bhg. Dato Seri Jamil Bidin, CEO, Halal
Industry Development Corporation, Malaysia

123

1

3

2

4

1 | Ahmad Adam, Founder and CEO, Crescent
Foods, USA 2 | Dato Seri Jamil Bidin, CEO,
Halal Industry Development Corporation,
Malaysia 3 | Adnan Durrani, CEO, American
Halal Co. Inc., USA 4 | Vaquas Alvi, Regional
Director, Ogilvy Action, UAE 5 | Abdalhamid
Evans, Founder, Imarat Consultants, UK
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ILLION

PERSONAL CARE/COSMETICS TRADE VALUE OF OIC
COUNTRIES *Essential oils, perfumes, cosmetics, toiletries manufacturing

OIC EXPORTS

CARE/COSMETICS IN 2012

= $2.7 BILLION

L EXPENDITURE)

2.6% OF GLOBAL EXPORTS

TO REACH

ILLION

TOP EXPORTING REGION

OIC COUNTRIES $0.9 BILLION
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EXPENDITURE)

= $10.8 BILLION

resenting 81% of the global economy by size

10.9% OF GLOBAL IMPORTS

TOP IMPORTING REGION
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#5 $5.
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IRELAND

USA
#4 $7.95

#1

#3 $10.41
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TOP MUSLIM PERSONAL
CARE/COSMETICS
EXPENDITURE COUNTRIES

TOP OIC IMPORTING
COUNTRIES

US BILLION, 2012

US BILLION, 2012

1. TURKEY

$4.4

1. UAE

$2.02

2. UAE

$4.3

2. SAUDI ARABIA

$1.29

3. FRANCE

$1.7

3. TURKEY

$1.03

4. RUSSIA

$1.6

4. INDONESIA

$0.86

5. EGYPT

$1.6

5. MALAYSIA

$0.86

.54
RUSSIA
#2 $10.55
GERMANY
FRANCE
TURKEY

#4 $1.6

EGYPT
SAUDI
ARABIA

UAE

1 $15.78

3 $1.7

#1 $4.4
#3 $1.03

#2 $4.3

#5 $0.86

MALAYSIA

#1 $2.02
#2 $1.29

#5 $1.6

INDONESIA
#4 $0.86

TOP EXPORTING
COUNTRIES GLOBALLY
US BILLION, 2012
1. FRANCE

$15.78

2. GERMANY

$10.55

3. USA

$10.41

4. IRELAND

$7.95

5. UK

$5.54

Source: State of the Global Islamic Economy Report 2013;
Expenditure data from national industry associations,
national statistics agencies, Eurostats and DinarStandard
Analysis; Trade data from UN Comtrade; IMF Outlook 2012
Database for projections; Muslim market estimates and
Value chain from DinarStandard; OIC = Organization of
Islamic Cooperation (57 member countries)
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PHARMACEUTICAL MANUFACTURING
TRADE VALUE OF OIC MEMBER COUNTRIES

MUSLIMS GLOBALLY SPENT

70 BILLION

*Only for pharmaceutical manufacturing sectors

OIC EXPORTS

ON PHARMACEUTICALS IN 2012

= $3 BILLION

(6.6% OF GLOBAL EXPENDITURE)

0.6% OF GLOBAL EXPORTS

EXPECTED TO REACH

97 BILLION

OIC IMPORTS

= $29 BILLION

IN 2018

(7% OF GLOBAL EXPENDITURE)

6% OF GLOBAL IMPORTS

TURKEY IS THE TOP
EXPORT & IMPORT MARKET

MENA (NON GCC) IS THE TOP IMPORT
REGION LED BY ALGERIA, EGYPT & IRAN

UTICAL

GLOBAL MUSLIM MARKET BENCHMARKED
AGAINST TOP PHARMACEUTICAL CONSUMER
MARKETS (US BILLION, 2012)
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USA

ALGERIA
#5 $3.6

#3

TOP MUSLIM CONSUMER
PHARMACEUTICAL EXPENDITURES

TOP IMPORTING
COUNTRIES WITHIN OIC

US BILLION, 2012

US BILLION, 2012

1. TURKEY

$10.4

1. TURKEY

$4.00

2. SAUDI ARABIA

$5.2

2. SAUDI ARABIA

$3.62

3. INDONESIA

$5.0

3. ALGERIA

$2.24

4. IRAN

$3.7

4. UAE

$1.71

5. USA

$3.6

5. EGYPT

$1.67

A

#1 $0.66
#1 $4.00
#1 10.4

#5 $0.20

#4 $3.7
TURKEY
JORDAN

IRAN
#2 $0.43

EGYPT

SAUDI
ARABIA

UAE

#3 $5.0

#4 $1.71
#5 $1.67

MALAYSIA
#2 $3.62

#3 $0.30

INDONESIA

#2 $5.2
$2.24
#4 $0.25

TOP EXPORTING
COUNTRIES WITHIN OIC
US BILLION, 2012
1. TURKEY

$0.66

2. INDONESIA

$0.43

3. EGYPT

$0.30

4. JORDAN

$0.25

5. MALAYSIA

$0.20

Source: State of the Global Islamic Economy Report 2013;
Expenditure data based on various National Statistics Agencies/
Pharmaceutical Industry Associations; Trade data from UN
Comtrade; IMF Outlook 2012 Database for projections; Muslim
market estimates and Value chain from DinarStandard; OIC =
Organization of Islamic Cooperation (57 member countries)
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Total Health Management or Just Ingredients?
Advancing the Concept of Halal Pharmaceuticals
and Personal Care
Panelists

Agenda

Farah Al Zarooni | Director of Standards Department
Emirates Standardization & Metrology Authority, UAE

The concept of halal pharmaceuticals and personal care
products has emerged in recent years as a viable subsector
of the halal market. What are the core issues of a genuine halal
pharmaceutical sector? Are there real business opportunities,
and how can they be harnessed? To what extent does this
sector merge with a holistic approach to health management
and wellness? What more can be done to develop this sector?

Leonard Abdul Shatar | Director
CCM Pharmaceuticals Division, Malaysia
Mohammed Fadzil | Founder
F A Herbs/Tanamera, Malaysia
Dr. Muhammad Chaudry | President
The Islamic Food and Nutrition Council of America, USA

Summary

ww The halal personal care/pharmaceutical market is just starting

Moderator
Rafi-uddin Shikoh | Founder
DinarStandard, USA

out with what could be significant growth of 40% or higher
per annum.

wwThe personal care and cosmetics sector has much more potential to contribute to the Islamic economy in the near term,
while the pharmaceutical industry will wait to see consumer
demand for halal products before incorporating them into
the R&D process, which is the beginning of a 10-15 year
process before new halal drugs could reach the market.

wwStandards may not be possible on a global level, but each
country will have to work on standards that fit with the particular needs of its citizens.

wwThe biggest driver for consumers to create the demand
that will attract more supply into the market is education.
Education starts with labeling and includes certification. It
allows consumers to make informed decisions about their
pharmaceutical, personal care and cosmetics use.
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Recommendations

1. Create consumer labeling standard for halal products
in sectors that are not currently covered by existing
practice (e.g. pharma, cosmetics, personal care).

4. Identify the areas with the greatest need for a halal
alternative in the pharma, cosmetics and personal
care sector.

2. Develop certification and accreditation standards
for businesses outside of food and finance with a
focus on reaching a consensus on standards beyond
‘minus pork’.

5. Support R&D for ‘pinch points’ in the supply chain
for pharmaceuticals (e.g. finding non-animal based
alternatives to porcine gel capsules).

3. Develop governmental- or industry-led support
mechanisms for certification of existing brands that
already meet halal standards.

A

ccording to the State of the Global Islamic Economy
Report, the market for halal pharmaceuticals is large
and growing rapidly as the Muslim population grows
and incomes in the OIC countries rise. Muslims spent
$70bn on pharmaceuticals in 2012 and this number is expected
to reach $97bn (7% of global expenditure on pharmaceuticals)
by 2018. Similar growth is expected within personal care/cosmetics, OTC medications and vitamins.
However, each sector has different drivers propelling their
growth and the panelists provided different geographical and
sectoral experience. Tanamera, a personal care/cosmetics
company based in Malaysia struggled initially with its premium
products. Many consumers in Malaysia looked at the global
brands as the ones providing the highest quality and so it
took Tanamera finding success internationally to demonstrate
to the domestic market that it was high quality enough to
deserve its premium price.
After growing, the Malaysian government’s Halal Development
Corporation asked them to be part of the halal champion
program at which time they received halal certification,
meaning that it was not originally part of the value proposition, being eclipsed by high-quality, and natural ingredients
that includes no animal products.
In the pharmaceutical area, CCM Pharmaceuticals began
trying to solve the problem of finding alternatives to the
gel capsules used for the meningitis vaccines required for
Muslims completing their hajj. Many Indonesian consumers

“There is a much longer
process required to make
the pharmaceutical industry
halal from end-to-end
because you cannot just
start with an existing drug
and modify it to remove
and replace porcine
content because of the long
regulatory process involved
with drug approval.”
— Leonard Abdul Shatar, Director, CCM
Pharmaceuticals Division, Malaysia
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refused the vaccines because of the porcine product in the
gel capsules. From this beginning, CCM expanded into other
areas of halal pharmaceuticals.
Leonard Abdul Shatar stressed that there is a much
longer process required to make the pharmaceutical
industry halal from end-to-end because you cannot just
start with an existing drug and modify it to remove and
replace porcine content because of the long regulatory
process involved with drug approval. Instead, you have
to begin now on the drugs that will reach the market in
10-15 years. Without consumer demand for halal pharmaceutical products, like the consumer backlash about
porcine-based gel capsules for required meningitis vaccines, companies will not see the value in driving R&D
into pharmaceuticals that are halal.
Mohammed Fadzil of Tanamera stressed that today, the
ethical pharmaceutical industry is still in its early phases
and on the halal side, it has to be more than just a “minus
pork” focus. To illustrate, he asked the audience whether it
was preferable to use a porcine-based product or one that
is dangerous. He explained that in Islam, the sanctity of
life argument would favor use of the porcine product over
the dangerous one because the porcine content makes it
unclean, whereas the dangerous product puts one’s life in
danger. As a result, the shift towards ethical personal care/
cosmetics/pharmaceuticals had to be taken in broader
terms than just a focus on whether the compounds include
porcine material or not.
Dr. Muhammad Chaudry, the President of the Islamic Food
and Nutrition Council of America (IFANCA), added that there
is a big distinction between the theoretical idea of what a
halal product is and what is available in the real world where
sometimes aspirations are not achievable. He pointed out
the differing scale of disclosure about ingredients between
food, pharmaceuticals and cosmetics.

With food, which has the greatest transparency, all ingredients
except a few with only trace quantities have to be included
on the label. In pharmaceuticals, there is a lot of labeling, but
most are not focused on what is contained in the products,
but what they do. In cosmetics, there are fewer regulations
requiring labeling what they contain. Dr. Chaudry cautioned
that it was going to be a slow process developing regulations, and there was likely no universal standard as a result
of different religious practices between different groups of
Muslims, but each country had an obligation to create a
standard for its population.
Shatar noted that Malaysia had two standards, one for food
and one for pharmaceuticals which play an important role
in educating the patients so they can make an informed
choice. For manufacturers, there does not have to be a
cost associated with being halal, although there are supply
sourcing challenges for alternatives to porcine gel. When
developing this supply bovine gel might be a natural alternative, but what would be better is non-animal based products
to appeal to the largest possible market. Once the halal side
is dealt with, Shatar said, it is easy to see how the concept
of tayyab (wholesome) fits into the already existing Good
Manufacturing Practices (GMP) already widely adopted by
pharmaceutical companies.
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1 | Farah Al Zarooni, Director of Standards Department, Emirates Standardization & Metrology
Authority, UAE 2 | Mohammed Fadzil, Founder,
F A Herbs/Tanamera, Malaysia 3 | Rafi-uddin
Shikoh, Founder, DinarStandard, USA 4 | Leonard
Abdul Shatar, Director, CCM Pharmaceuticals
Division, Malaysia
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MUSLIM BROADBAND SUBSCRIBERS

$42 MILLION

= 7% OF GLOBAL
SUBSCRIBERS

#4

FRANCE
USA

#3 $10.2

TOP MUSLIM EXPENDITURE
COUNTRIES

TOP MUSLIM BROADBAND
INTERNET SUBSCRIBERS

US BILLION, 2012

THOUSANDS, 2012

1. IRAN

$11.8

1. TURKEY

7,748

2. TURKEY

$10.2

2. IRAN

3,067

3. USA

$10.2

3. RUSSIA

2,417

4. FRANCE

$9.0

4. INDONESIA

2,386

5. SAUDI ARABIA

$8.4

5. CHINA

2,283

RUSSIA

$9.0

#1 $11.8
#2 3,067
TURKEY
CHINA

IRAN
EGYPT

#3 2,417

SAUDI
ARABIA

INDIA
#5 2,283

#3 91,668

#5 87,851

#5 $8.4

BANGLADESH
#1 7,748
#3 88,201
#2 $10.2
#2 115,826

INDONESIA

PAKISTAN
#1 225,571
#1 225,571

TOP MUSLIM MOBILE
CELLULAR SUBSCRIBERS
THOUSANDS, 2012
1. INDONESIA

225,571

2. PAKISTAN

115,826

3. EGYPT

91,668

4. INDIA

88,201

5. BANGLADESH

87,851

Source: State of the Global Islamic Economy Report 2013;
Expenditure data Baselined from 2005 International Comparison
Program + National Statistics Agencies + DinarStandard Analysis;
Trade data from UN Comtrade; IMF Outlook 2012 Database for
projections; Muslim market estimates and Value chain from
DinarStandard; OIC = Organization of Islamic Cooperation (57
member countries)
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The Role of the Media in an Evolving
Islamic Economy
Panelists

Agenda

Rana El Chemaitelly | Founder
Little Engineer, Lebanon

Shahed Amanullah | Founder
Zabihah.com, USA

With the world’s youngest demographic (62 percent under
30), a new generation of Muslims are media-savvy, globally
connected and engaged online, many from a young age.
Many are also increasingly dissatisfied with the content of
standard media offerings. They are actively seeking alternative entertainment and recreation options that are sensitive to
their values and traditions, and at the same time in tune with
the realities of today’s world. Digital media — TV websites,
social media — is playing an increasingly powerful role in all
our lives, and in the lives of our children. How do producers
and participants in the Islamic economy shape a beneficial
media engagement for a new generation?

Moderator

Summary

Navid Akhtar | BBC & Channel 4 Producer, Founder
Gazelle Media Ltd., UK
Ahmed Nassef | Founder
Telfez (Former Managing Director, Yahoo Middle East &
Africa), UAE

Abdalhamid Evans | Founder
Imarat Consultants, UK

ww There is a lack of local content in the local languages of
the Muslim communities worldwide. Focus and investment
to develop this needed content should be a priority for
producers and investors within the Islamic economy. If we
want more content designed for Muslim communities then
we must invest in the media. But who should/would finance
this development?

wwThe largest Muslim community is the online ummah. However
this community is not representative of the entire Muslim world,
but can be more inclusive, collaborative and participative if
more content in local languages can be developed online.

wwThere are different opinions as to who should ‘control’ the
media, with a majority of the panelists neither favouring
government control and regulations nor the imposition of a
‘code of ethics’ for the media.
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Recommendations

1. Connect investment—large and small sources—with
producers of local language online content so that the
ideas that make the best financial sense and represent the
community’s desire for content is developed and supported.

3. Estimate the potential value for businesses to reach
their existing and new customers by using online
content, particularly in reaching consumers in their
local languages.  

2. Develop government sources of content that promote
the public good and funds to pay for it to be run in
media sources to provide financial support to developing sectors of digital Islamic economy content.

4. Develop voluntary content guidelines for the types
of digital media that best represents the Islamic
digital economy.

I

nnovations in the media follow technology’s lead and both
are speeding forward together, said Rana El Chemaitelly.
The media, she said, should aim to build a knowledge-based
economy that will have positive impact on society, which
will require long-term planning, commitment and investment.
Within a knowledge-based ecosystem, young people and
children are more savvy using social media than their parents.
Yet parents must have a way to regulate the environment in
which their children engage and participate online to create
a safe space. El Chemaitelly favours government control of
online spaces in order to protect children and the young. She
also called on governments to invest in the development of the
media by paying for advertising that promote the public good.

Long-term support needed for local
language content
The primary role of the media, said Navid Akhtar, is not
to contain or restrict expression. The internet is a platform
created for people to express themselves freely. What drives
online media is content and what is lacking today in Muslim
countries is content in local languages. The development
of this content requires funding and investment, without
which online media will be stuck at Web 1.0 wherein users
can only access information in local languages on bulletin
boards and forums.
Unfortunately, there are not many people within the Muslim
world who have the long-term vision to invest in building this
content. There has to be greater focus and investment on
local content in local languages that could be shared regionally
and eventually globally. The internet is where a global Muslim
identity is taking shape but currently this is only for the very
top level, and hence cannot be said to be truly representative
of a large cross-section of the Muslim world.
If online content in local languages for and by Muslim
communities worldwide can be developed then there is a

greater chance for increased and more widespread online
participation that will better represent and provide access to
the Muslim world. Underpinning content and the building of
online platforms and communities are the ethics that must
be the norm for all Muslim-inspired media.

Media is a reflection of the culture
Further to Akhtar’s view that there is a lack of local content
in local languages of Muslim communities worldwide, Ahmed
Nassef highlighted a lack of compelling and relevant content
for the Middle East. There is limited content in Arabic for
topics like travel, for example, and so Arabic-speaking users
seeking information online can only get information from Web
1.0 technologies like bulletin boards and forums where users
engage directly with each other. He questioned what would
be needed to encourage quality content and services, and
where the government, private sector and education fit into
the picture. In an Islamic economy, the media is in many ways
a reflection of society. If governments trust their citizenry
then the people will naturally step up if they are empowered.
Shahed Amanullah believes that the Islamic economy and
the media share a symbiotic relationship. Media educates
and promotes the Islamic economy and businesses must
incorporate use of the media in their strategies. The largest
Muslim community now, he said, is the online community.
The online ummah is the biggest Muslim community, and
it is largely populated and led by the young. Amanullah
urged businesses to pay attention to the conversations of
the young online and find opportunities to meet their needs.
In terms of developing and controlling content to ensure
‘sharia-compliance’ or to toe the ‘Islamic’ line, Amanullah
said that content is a reflection of society and what people
are demanding. If there is content that is not agreeable or
that is unpleasant, the media should not be responsible for
controlling it. Instead, we should look at society and see
what needs fixing within it.
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1 | Navid Akhtar, BBC & Channel 4 Producer,
Founder, Gazelle Media Ltd., UK 2 | Ahmed
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Abdalhamid Evans, Founder, Imarat Consultants,
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Founder, Zabihah.com, USA
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SME DEVELOPMENT
145 Recommendations for SME Development
146 Innovation and Entrepreneurship Opportunities in the
Islamic Economy Sectors
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Recommendations for SME development

Financial products
1. Develop template for SME financing based on the diminishing musharaka used by
the ICD in Tunisia.
2. Develop sharia-compliant products to address the needs of the SME market and
determine whether and how banks can reach the unbanked populations.  
3. Develop alternative venture capital funding structures to replace the preference
shares used by most VCs today that are problematic from the sharia perspective.
4. Encourage Islamic financial institutions to contribute to an ‘Islamic seed angel
investor fund’ as part of their corporate social responsibility funds to develop new
businesses in nascent sectors of the Islamic economy.

Financing outside of the financial system
1. Develop Islamic economy standards to encourage greater use of discretionary Muslim
charity (infaq and sadaqa) for MSME development.
2. Increase the exposure of crowdfunding sites that have separately identifiable ‘stamps’
for direct-to-consumer online businesses selling halal consumer products.

Opportunities for Mentoring
Tomorrow’s Entrepreneurs
1. Develop best practices for financial institutions to interact with SMEs — halal and
otherwise — currently excluded from the financial sector to help them prepare for
the recordkeeping required to interact with a bank.
2. Develop mentorship programs for aspiring entrepreneurs through the universities
across the OIC countries.
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Innovation and Entrepreneurship Opportunities in
the Islamic Economy Sectors
Panelists

Agenda

Nader Sabry | CEO & Founder
Timez5 Global Inc., UAE

The growing halal sector offers a wealth of opportunity, but there
seems to be a real lack of low capital opportunities to nurture
the growth of SMEs and enable them to take advantage of this
growth. What new initiatives can be developed to bring together
investors and entrepreneurs to serve the halal market, and what
kinds of new opportunities are likely to emerge in the near future
to spur further growth in the halal industry?

Eyad Al Kourdi | Country Business Head
MasterCard, UAE
Ahmed Khan | Founder and CEO
Barkaat Food, USA
Dr. Shehab Marzban | Co-Founder
Shekra Crowdfunding, Egypt

Summary

wwIslamic finance is not doing much for halal SMEs, but en-

Moderator
Kamal Hassan | CEO
Innovation 360, UAE

trepreneurial development is just as important as access to
capital, particularly in the Muslim world.

wwThe educational system and current attitudes are not supportive of entrepreneurship and change starts with attitudinal
changes at home, between parents and their children.

wwThere is a huge opportunity for direct to consumer sales
online of halal goods, particularly in the lifestyle sector which
has been largely overlooked by Islamic investors focusing on
the bigger halal food and Islamic finance sectors.

wwThe opportunities are generally too small for venture capital
and private equity to be interested, and there are few angel
investors to speak of in the Muslim world.  A seed angel
fund that uses a sharia-compliant funding strategy (avoiding problematic preference shares) would find great need
and could make a significant impact on the funding needs
of halal entrepreneurs, but more education, training and
incubation is needed.
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Recommendations

1. Encourage Islamic financial institutions to contribute
to an ‘Islamic seed angel investor fund’ as part of their
corporate social responsibility funds to develop new
businesses in nascent sectors of the Islamic economy.
2. Increase the exposure of crowdfunding sites that have
separately identifiable ‘stamps’ for direct-to-consumer
online businesses selling halal consumer products.

A

ccording to Ahmed Khan of Barkaat Food, the
Islamic finance industry has a poor track record for
supporting halal industry SMEs with only 17 transactions funding halal businesses for an aggregate
value of $22 million. Entrepreneur development is a key area.
Shehab Marzban agrees and focuses the attention on the
Muslim world, which he said is lacking the talented people
who would step forward as entrepreneurs.

Entrepreneurship starts at home
The education system, he stated, was not creating a supportive enough environment for entrepreneurship. Whereas
in the West many people move out on their own when they
go to university and learn how to live independently of their
parents, in the Muslim world, time at university is just more
‘school’ attitude. In order to build the entrepreneurial climate
in the Muslim world, Marzban argued, there needs to be more
work on the incubation and training aspects of SME development, not just capital.
Khan agreed saying that a multidimensional approach was
needed with a focus on attracting capital from the developed
market in the US. In many other countries, he said, you need
more incubation, training and education. This is common
within the SME sector where entrepreneurs are drawn into
business with their good ideas, but were weak on financial
management skills that would be needed to secure venture
capital or bank financing.
Eyad Al Kourdi agreed saying that funding is difficult to come
by. MasterCard was working on building low cost e-payment
options to support entrepreneurs in the initial stages of their
business life. He said the focus would be on entrepreneurs
and traders and that it would offer an e-payment system that
could take just 2-4 hours to get started. This is important,

3. Develop alternative venture capital funding structures
to replace the preference shares used by most VCs
today that are problematic from the sharia perspective.
4. Develop mentorship programs for aspiring entrepreneurs
through the universities across the OIC countries.

he said, because most entrepreneurs are starting with just
an idea that they sell through their personal social networks.
Nader Sabry focused on how this culture of innovation was
limited and that the entrepreneurial attitude starts at home with
parents providing more openness and shifting the mindset to
encourage greater creativity and lessening the stigma of failure.
Al Kourdi agreed saying that there is a lot of entrepreneurship
in the Arab world starting at home, and some banks have
started to look at the sector.

Startups and SMEs have
different needs
Returning to the opportunities, Shehab Marzban pointed to the
difference between startups which have no track record and
SMEs which are established businesses. Each have different
needs and appeal to different types of investors, but should be
appealing to Islamic investors. The typical firm that reaches the
IPO stage has no debt on the balance sheet. With a growing
base of investor who prefers sharia products with the same
risk and return, there is an opportunity for the private sector
to use methods such as crowdfunding, microangel investors
and shift inward remittances from expatriates living abroad
into SMEs as a way for them to contribute to the development
within their home countries.
The limitation of the current investors, the type who would
deliver companies into the IPO market compared to the types
of investments that are needed by the SME sector is that they
tend to look bigger and be more risk averse. Most new and
small companies rely on friends and family as a source of
capital, but these opportunities face cultural barriers and also
missing pieces like financial training and incubation that friends
and family are not as good at providing. Khan concurred and
noted that even though Barkaat Foods was able to secure
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sharia-compliant bank financing, it was a long process to
receive it, and many SMEs would neither have the skills nor
ability to wait for financing to take advantage of it.
The panelists agreed that one of the missing areas was a seed
angel fund that is sharia-compliant, since there were no funds
at work in this area and a need to develop a venture capital
model of financing that avoids the preference shares used by
conventional VCs that is not sharia-compliant. Nader Sabry
mentioned that the lifestyle sector was particularly in need of
angel funding since most of the investor money in the Islamic
economy is directed towards food and finance. Ahmed Khan
countered that there are needs in every sector of the Islamic
economy and funds should be directed wherever there is innovation, especially opportunities for direct to consumer sales
of halal products and online sales channel growth.
Marzban added that any sector that creates jobs and creates
economic growth to lift people out of poverty are important for
funding. He added that while the tech sector is not a substantial
direct job creator, it does provide a lot of value. The moderator Kamal Hassan added sectors that changed mindsets to
the list saying there was an opportunity to channel negative
energies in Islamic countries into positive outcomes and to
channel youth energy into creative initiatives. He suggested
that Sub-Saharan Africa was a good example where needs
in each countries are driving innovation to develop creative
solutions that leverage technology.
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ISLAMIC ECONOMY
INFRASTRUCTURE
151 Recommendations for Islamic Economy Infrasturcture
152   What Works Best? Uniformity or Diversity in Halal & Islamic
Finance Standards
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Recommendations for
Islamic Economy Infrastructure
Multi-lateral efforts
1. Development of the Islamic economy will have to encourage development of crossborder links between the member countries of the OIC by continuing cooperation at
the multi-lateral level and encouraging business links through breaking down trade
barriers through preferential trade agreements and work towards a Free Trade Area.
2. Find opportunities for broader collaboration between Muslim country multi-lateral
organizations (OIC and IDB) and other global and regional multilateral organizations
like the Asian Development Bank, African Development Bank, IMF and World Bank
on Islamic economy subjects.
3. Use best practices of AAOIFI, IFSB and IILM models as the basis for a global halal
industry body.
4. Determine whether it would provide benefits to the relevant industries to expand
AAOIFI’s remit to include halal product certification.
5. Provide support to SMIIC efforts to standardize halal across the OIC and increase
consumer awareness of the common halal mark to prepare the market for its
implementation.

Standards & Certifications
1. Develop standards for use across the Islamic economy sectors (beyond food and
finance) and leverage Dubai’s status as a trade hub geographically located at the
center of the OIC to facilitate widespread adoption of Dubai’s standards.
2. Encourage transparency by expanding use of a single ‘halal’ standard like the one
under development by Dubai that can allow multinationals to cater to Muslim market.
3. Develop common standards for sharia-compliance of the most basic products that
can be applied in domestic or international arbitration.
4. Develop best practices for public-private partnership to develop national certification and education programs.
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What Works Best? Uniformity or Diversity in Halal
& Islamic Finance Standards
Panelists

Agenda

Muddassir Siddiqui | CEO and President
ShariahPath Consultants LLC, USA

With different countries promoting different standards for sharia
compliance, does the world need to move towards a more unified
approach for halal and Islamic finance standards? What would
be the benefits and the shortcomings of this approach? How
would it be structured? Who would be responsible? Is this really
achievable within the next decade? What is the best approach
to make Islamic finance standards appealing to regulators?
Alternatively, is it worthwhile simply to accept the diversity in
standards and bring all the various standards to one information
platform so that institutions and individuals can choose what
they agree on? Learning from the experience of both the halal
and Islamic finance sectors, this session explored opportunities
for collaboration and possible design of a joint framework to
boost halal trade from manufacturing to financing.

Dr. Khaled Al Fakih | CEO and Secretary General
Accounting and Auditing Organisation for Islamic
Financial Institutions (AAOIFI), Bahrain
Darhim Hashim | Director
International Halal Integrity Alliance, Malaysia
Farah Al Zarooni | Director of Standards Department
Emirates Standardization & Metrology Authority, UAE

Moderators
Rushdi Siddiqui | Advisor & Former Global Head of Islamic
Finance and OIC Countries
Thomson Reuters, USA

Summary

wwIslamic finance is in the early stages of boosting efficiency
Abdalhamid Evans | Founder
Imarat Consultants, UK

by harmonizing sharia, tax, accounting and regulations, but
it must continue to be competitive globally. Standardization
provides a ‘market benchmark’ that enhances international
comparability of performance, risk management and will
allow Islamic financial institutions to realize greater operational efficiency.

wwStandardizing sharia interpretations can ease the current
acute shortage of sharia scholars by increasing demand
for people who can implement the standards, as well as
making sharia disputes easier to resolve through arbitration.
The areas of determining sharia compliance is becoming
increasingly specialized.

wwThe halal industry uses a different set of standards and is lacking
the global standard setting bodies Islamic finance has, such as
AAOIFI. The certification process should be done by certifiers
who are independent of the industry, as well as independent
of the accreditation bodies that set the standards.

wwThe OIC’s Standards & Metrology Institute for Islamic Countries
(SMIIC) is working on a common standard of what is halal for
food, cosmetics and services for all 57 member countries.

wwAny

standard setting effort must not just have credible
standards, but must provide an enforcement mechanism to
ensure that standards are being followed to build consumer
acceptance for a single halal standard.
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Recommendations

1. Islamic financial institutions should push countries in
which they operate to adopt the AAOIFI standards to
facilitate more efficient cross-border activity.
2. Develop common standards for sharia compliance
of the most basic products that can be applied in
domestic or international arbitration.

T

he Islamic finance industry needs to think of ways to
harmonize sharia, tax, accounting and regulations
and human capital to boost efficiency, said Rushdi
Siddiqui to begin the discussion about standardization. He started the discussion with accounting standards and
where the Accounting and Auditing Organization for Islamic
Financial Institutions (AAOIFI) fits within IFRS and GAAP, the
two accounting standards used around the globe.
Khaled Al Fakih, Secretary General of AAOIFI, said that the
standardization from AAOIFI promotes development to support
the growth in the industry by standardizing the accounting treatment of Islamic products to make a ‘market benchmark’. This
allows Islamic financial institutions using the AAOIFI standards
to manage risk during execution of their Islamic products,
reduce implementation costs to raise operational efficiency
and develop more market confidence.

AAOIFI standards promote
cross-border activity
One important area where AAOIFI promotes standardization,
Al Fakih argues, is in comparability across countries. If Islamic
financial institutions use a common standard like AAOIFI, it
creates an accounting basis of comparability between positions
and performance, which is important to facilitate cross-border
activity and build economies of scale for Islamic finance.
Al Fakih acknowledged, however, the hot topic of whether
to replace IFRS with AAOIFI standards but disagreed that
that was the goal for AAOIFI. Instead, he argued, the AAOIFI
standards were based on the underlying differences from sharia
compliance to ensure that financial transactions are booked
correctly. He raised a financial asset funded by depositors as
an example. Under IFRS, it would be booked—based on a
substance over form classification—as a receivable on the

3. Provide support to SMIIC efforts to standardize halal
across the OIC and increase consumer awareness
of the common halal mark to prepare the market for
its implementation.
4. Determine whether it would provide benefits to the
relevant industries to expand AAOIFI’s remit to include
halal product certification.

asset side and the funding would be booked as a liability.
However, in the Islamic financial system, said Al Fakih, this
would be incorrect because the bank is not liable for losses
except in situations of misconduct or negligence.
Addressing the issue of standardization Muddassir Siddiqui
argued that standards provide transparency, predictability for
the market players, and make disputes much easier to arbitrate. In addition, they address the acute shortage of scholars
in the industry by reducing the need for scholars who can set
the rules by replacing some with people who can implement
the standards.

Standards need enforcement to
bring accountability
However, Muddassir Siddiqui argued, standards on their
own do not solve the problems for the industry unless they
are accompanied by enforcement powers with teeth to
provide accountability. On the other hand, the importance
of standards does not mean that the industry will suffer a
calamity in their absence. There are important benefits from
the differences in opinion that will always exist. However, if
the financial institutions are not subjected to some form of
accountability, problems will arise. He pointed to the Islamic
Financial Services Act in Malaysia which imposes fines and
potentially jail time for not following the established method
of determining sharia compliance.
One area of particular importance is sukuk where Siddiqui
pointed to research from the Islamic Sharia Research Academy
for Islamic Finance (ISRA) that found only 2% of sukuk in
the market meet the existing criteria for sukuk. Most sukuk
failed the requirements for true sales that pass the assets to
investors. On the other side, he pointed out that the existing
requirements are not always possible within some countries’
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legal systems or are not marketable due to transfer taxes from
transfer of legal title for an asset. To find common ground
standards that are workable, sharia scholars should work
alongside lawyers, financial professionals, economists and
others to undertake ‘collective ijtihad’ to focus on both form
and substance of the transactions.

Halal sector looks to Islamic
finance and ISO for standard
development roadmap
The discussion then shifted towards halal standards where the
rules are different dealing with production of tangible goods
rather than services as in Islamic finance. Darhim Hashim
started by discussing the certification process and identifying
the commonalities between halal standards and other global
quality standards like ISO.
A producer is certified for the compliance with the established
standard by a qualified certification body, which is accredited by
another organization that reviews the competence and quality
of the certification bodies. The accreditation organization also
works with other accreditation organizations who borrow and
enforce their standards and provide peer review at the apex
level to ensure that the accreditation of certification bodies
remains at a high level.
Farah Al Zarooni broadened the discussion within the halal
sector from food to other products. She said that all industries
are looking for one certificate that is based on agreed criteria
of what is halal with implementation from many certification
bodies in many industries. The OIC’s Standards and Metrology
Institute for Islamic Countries (SMIIC) is developing a standard
that can be accepted and agreed to by all 57 countries for
food, cosmetics, and services. The standards that currently
exist cover halal food, certification bodies and accreditation
bodies. SMIIC is now working on expanding these to other
areas within the food industry, cosmetics, and into very specific
areas covered by technical and accreditation committees.
The end goal, said Al Zarooni was to have a single logo for
what is ‘halal’.

Separate bodies needed to avoid
conflicts of interest
However, this goal may need to be revised to meet market
expectations, said Abdalhamid Evans, noting that Cargill,
the global agribusiness company, had expressed reservation
about having any segment of the market controlled by one
body that writes rules, provides audits and enforcement and
self-regulates, because of the presence of too many conflicts
of interest. Instead, the industry will more likely have to continue its development with separate bodies for different roles
with the goal of moving them towards common standards.

Darhim Hashim added that a global standard is where the
difficulty lies. It is easy, he said, for a single country to develop
a standard, but when countries are brought together to develop
a multilateral standard the difficulty begins with finding the right
people to invite to the discussion and becomes more difficult
finding an effective means to develop a multilateral platform
with standards and enforcement.
Al Zarooni added that each standard has two components:
sharia and technical. The technical aspects are easily set, but
rely on enough consensus among scholars for the International
Islamic Fiqh Academy to provide a fatwa that will be consistently accepted and applied across the 57 countries.

Sharia knowledge is highly
specialized; each industry/country
has different scholars
From these discussions of the two sectors — once again
speaking different languages despite common underlying
values — Rushdi Siddiqui asked Khaled Al Fakih if it were
possible to cover halal food standards within AAOIFI if the
mandate were changed. Al Fakih expressed doubt saying there
would be two components — determining the halal slaughter
process and determining whether the financing process was
halal. AAOIFI, he said, has the capability for the second but
not the first.
Asked a similar question, Abdalhamid Evans said there would
need to be consensus to implement a set of standards and to
make it enforceable. Halal is the minimal level of permissibility,
but the challenge comes with enforcing standards through
the entire supply chain. There is convergence, but it is not
completed and there are more silo walls to dissolve. The one
benefit that Islamic finance has is multilateral organizations
such as AAOIFI. However, he cautioned, it must have enough
consensus behind it to enforce the standards it develops.
Muddasir Siddiqui agreed that enforcement is a challenge,
but said it would not be possible without government involvement in the enforcement process. There is also a degree of
specialization in the sharia sector that means different scholars
will have to work on the halal food side from those who are
working on finance. In many cases scholars are not qualified
to work in all segments of the financial industry, let alone also
in the various halal sectors.
Siddiqui concurred with Evans that the standards will probably
have to be developed at the national level and then over time
move towards convergence between countries. Al Fakih agreed
that there will not necessarily be a single standard for everything.
Al Zarooni agreed saying that the idea of a standard is just
a specification and the key for the ‘standardization’ process
is to coordinate at the governmental level an accepted set of
specifications and a consistent way to provide enforcement.
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1 | Rushdi Siddiqui, Advisor & Former Global Head of Islamic Finance
and OIC Countries, Thomson Reuters, USA 2 | Farah Al Zarooni,
Director of Standards Department, Emirates Standardization &
Metrology Authority, UAE 3 | Darhim Hashim, Director, International
Halal Integrity Alliance, Malaysia 4 | Panelists of “What Works Best?
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In Conversation with:
The Future of the Islamic World and the Role of the
Islamic Economy Sectors to Facilitate Intra-OIC Trade
Speaker
Dr. Nouriel Roubini | Co-Founder and Chairman
Roubini Global Economics, USA

across the board. This is especially pertinent if the Muslim
world wants to successfully exploit its ‘demographic dividend’.

wwIslamic economy sectors must work towards standardization
and integration into global markets.

Moderator
Shanker Ramamurthy | President of Global Growth &
Operations
Thomson Reuters, USA

Agenda
With a young and restless population hungry for employment
the Islamic world represents a plethora of challenges and opportunities. The Islamic economy sectors hold extraordinary
possibilities — a consumption-based paradigm that may be
able to replace the outflow of US and European investments
that are retreating in the face of increased risk and lower financing appetites. From sukuk for infrastructure development
to halal food production and family friendly tourism, could the
Islamic economy sectors facilitate indigenous development?
Could they encourage stronger intra-OIC trade and investment
between the oil exporting consumption nations to the rest of
the Islamic world?
Dr. Nouriel Roubini is the co-founder and chairman of Roubini
Global Economics, an independent, global macroeconomic
strategy research firm, and professor of economics at New York
University’s Stern School of Business. He has been called ‘Dr.
Doom’ for having famously predicted the financial crisis and is
a prominent economist and analyst.

Summary

wwIslamic finance has a lot to teach conventional finance,
especially the elements in Islamic finance that involve profit
sharing and risk sharing, and the system is less volatile and
potentially more stable than conventional finance.

wwOIC countries must work towards a greater degree of trade
integration in order to increase south-south trade.

wwThe state must leave room for the economy to grow the
private sector in the MENA region. The growth of SMEs is the
key to solving youth unemployment and high unemployment

2014 predictions —
Advanced economies
There will be growth for the advanced economies in 2014, said
Dr. Roubini, but growth will still be anemic as the economies are
still undergoing the “painful process of deleveraging.” Policywise advanced economies will still pursue quantitative easing
(QE), credit easing and forward guidance, but these have not
led to credit creation or substantially increased employment in
the real economy. With such uneven growth we are starting to
see asset inflation instead of goods inflation, and “frothiness”,
said Dr. Roubini, could create the conditions for another crisis.
However, the big lessons have been learnt — excessive debt
and excessive leverage, excessive risk-taking and excessive
greed all lead to bubbles and crashes. The booms and busts,
said Dr. Roubini, are becoming more frequent and damaging,
and their costs increasingly more unsustainable.

“There is not as much
trade integration within OIC
countries as there should be.
If trade barriers are reduced,
south-south trade in goods
and services, and even
labour mobility and transfer of
technology will become more
widespread.”
— Dr. Nouriel Roubini, Co-Founder and Chairman
of Roubini Global Economics, USA
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OIC countries

Islamic Economy

EMs have had a “robust growth” in 2013, and in the good years
post 2008 when money was flowing into EMs, they were overheating. However, the emerging markets are not homogenous
and their unique strengths merit closer assessment. Among OIC
member states GCC countries are economically and politically
stable, and their economies growing. Most are diversifying their
economies, with those like Dubai’s a success story in this regard.
However, he pointed out a stark statistic — “…excluding oil
and gas revenue, the GDP of the Middle East, with 400 million
people, is roughly the same as that of Belgium, with around
10 million people.”

In light of the global financial crisis and the slow recovery in the
advanced economies, Islamic finance is considered positively as
the world sees a need for a more resilient system. Islamic finance,
said Dr. Roubini, “is less volatile and potentially more stable than
conventional financial systems. The advanced economies can
learn from the Islamic system in this respect,” he said. He sees
Islamic finance being complementary to conventional finance.
There are many things in Islamic finance that can lead to more
stability, he said with regard to the elements of Islamic finance
that involve profit sharing and risk spreading. He is in favour,
he said, of a financial system that places greater reliance on
risk sharing than debt.

For the rest of the MENA region, the oil-importing countries
such as Morocco, Egypt and Jordan are not stable and they are
not necessarily comparable to the GCC economies. Within the
region there is even greater instability — there are countries like
Syria, Yemen, Iraq and Iran, some of which are oil rich countries
and others that rely on oil imports.
In sub Saharan Africa the likes of Nigeria and Senegal now
represent greater economic opportunity, while farther up north
Turkey is also “quite dynamic”.
What is apparent is that the MENA countries are looking more
towards Asia, and less to Europe. In Southeast Asia Malaysia’s
economy is diversified, and like Indonesia’s, is growing.

However, there are still challenges to be ironed out. For example,
he considers the weak bankruptcy regimes in OIC countries as
an impediment in dealing with issues of insolvency. As to the
race to become the world’s Islamic finance centre, he sees “no
situation where London will supplant Dubai or Kuala Lumpur”.
The halal economy, he said, is a “real opportunity” but it needs to
be more standardized and integrated into global markets. While
standardisation and harmonisation are important to increase
trade, he admits that it will be challenging, but nonetheless an
important process to undergo.

Need for more trade integration
among OIC countries, and growth
in private sector

One overarching observation of all these countries is clear – there
is not as much trade integration within OIC countries as there
should be. If trade barriers are reduced, south-south trade in
goods and services, and even labour mobility and transfer of
technology will become more widespread; there is “significant
opportunity” to be made from gains from trade. The MENA
countries, he said, has a lack of openness to trade.
Growth in the MENA region must be driven by the private sector
but currently the government sector is dominant in the respective economies. Growth of SMEs is a must, but instead there
are oligopolies and monopolies. To improve growth prospects
of SMEs in the region, access to finance must be improved.
“There is a whole range of restrictions that don’t improve the
private sector,” he said. While the economy depends on government investment in infrastructure, health and public goods,
the state must leave room for the economy to grow the private
sector. The private sector, he said, is the key to solving youth
unemployment and high unemployment across the board.
While the Muslim world could be seen to be in a privileged
position to exploit its “demographic dividend” – its population
is growing faster than the global average and a majority are
young – just having bodies by themselves, said Dr. Roubini, is
not enough. Muslims must be educated, trained and healthy
in order to compete in the global economy.
Dr. Nouriel Roubini, Co-Founder and Chairman, Roubini Global Economics
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Closing Session:
Islamic Economy Vision 2020: The Role of
Governments and the Private Sector to Facilitate
Development of the Islamic Economic Sectors
Speaker

Agenda

H.E. Hisham Al Shirawi | Vice-Chairman
Dubai Chamber of Commerce & Industry, UAE

2020 has been set as a benchmark year for the achievement of
various developmental and economic goals by many governments and institutions. Within the OIC, the Islamic Development
Bank has its 1440H (2020) Vision for the development of the
Muslim Ummah based on the Islamic concept of human development, and Malaysia has its Wawasan 2020 as the target
year for the country to achieve the status of an advanced or
developed nation. Outside the OIC the ambitions of Greater
London Authority’s Vision 2020 is to make the capital city the
best place to work, live, play, study, invest and do business.

Panelists
Prof. Datuk Rifaat Abdel Kareem | CEO
International Islamic Liquidity Management (IILM)
Corporation, Malaysia
Khaled Al-Aboodi | CEO
Islamic Corporation for the Development of the Private Sector
(ICD), Islamic Development Bank Group, Saudi Arabia
Sir David Wootton | Former Lord Mayor of London
UK

Moderator
Rushdi Siddiqui | Advisor & Former Global Head of Islamic
Finance and OIC Countries
Thomson Reuters, USA

Moving towards 2020, concerted government-level efforts are
being made to develop Islamic sectors by tapping into the global
opportunity that is encompassed by the vision of the global
Islamic economy. As governments formulate their strategies
for the future, where and how does the Islamic economy fit in?
Where does the role of government end and where does the
private sector kick-in? What does the private sector need to
achieve real growth — is it just a level playing field, a supportive
regulatory environment or full-blown subsidies? What will the
next phase of development in the Islamic economy look like?
The three panelists represent different aspects of the virtuous
circle of the Islamic economy:
• Khaled Al-Aboodi, of the Islamic Corporation for the
Development of the Private Sector (ICD), a member of the
Islamic Development Bank, works to promote the development of the private sector. It is currently active in 39 of the
56 member countries of the IDB.
• The International Islamic Liquidity Management (IILM)
Corporation is an international institution based in Kuala
Lumpur that was established by central banks, monetary
authorities and multilateral organisations to address the
pressing issue of liquidity management for the global Islamic
financial industry. It is headed by Prof. Datuk Rifaat Abdel
Kareem.
• Sir David Wootton is former Lord Mayor of London (20112012) and speaks to the position, intents and ambitions of
London and the UK with regard to Islamic finance and the
opportunities presented to the country by the overall Islamic
economy. According to Sir David, London is “extremely
interested” in Islamic finance and working with others, not
least with Dubai, to take its interests forward.
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Summary

wwInnovation is critical to meet the needs of consumers in

wwThe ICD works with small and medium sized businesses

the Islamic economy, and the Islamic economy should be
developed in a way to make it more inclusive, where nonMuslim markets find it beneficial to participate. Muslims
must look beyond the religious label and better position
the Islamic economy as a social good for the benefit of
non-Muslim communities as well.

in Tunisia and Saudi Arabia. The product used in Tunisia is
based on a diminishing musharaka contract, which could
be adapted for use in other countries as well.

wwThe UK government’s regulatory changes have ‘validated’
the use of Islamic finance, which provides a signal to the
private sector that the market is open. This is in contrast
with many OIC countries where the Islamic Corporation for
the Development of the Private Sector (ICD) works where
issues with taxation represent a barrier.

wwScaling up the size of individual Islamic financial institutions and increasing the cooperation between banks (e.g.
in syndicated financing) is at an early stage but could
help develop the overall size and capacity of the Islamic
finance industry.
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Recommendations

1. Develop a regulatory framework covering the entirety of
the Islamic economy, not just food and finance.

3. Develop template for SME financing based on the diminishing musharaka used by the ICD in Tunisia.

2. OIC countries should review and, where necessary, change
their tax rules to ensure that Islamic finance is not placed
at a competitive disadvantage.

4. Use model of AAOIFI, IFSB and IILM as the basis for a
global halal industry body.

T

he session opened with an address by H.E. Hisham
Al Shirawi, who as Vice-Chairman of the Dubai
Chamber of Commerce & Industry reiterated Dubai’s
intention to work with partners from all around the
world to sustain the lively dialogue started at the Global
Islamic Economy Summit. Dubai’s intention, he said, is to
lead the whole Muslim world under one Islamic economy.
He highlighted three areas that must be developed in order
to advance:

wwA proper regulatory framework governing all aspects of the
Islamic economy is needed. Without this, halal industries
will continue to lack guidance, governance and credibility
and progress will not happen. The development of this
regulatory framework is key to developing Dubai’s vision
to be the world’s capital of the Islamic economy.

wwThere must be unification of what is meant by ‘halal’. There
are currently different definitions in the Muslim world about
what halal is and is not. Dubai, he said, needs to engage
with Muslims and non-Muslims to take halal to the next
level which will not be forthcoming without unification of
what is considered halal.

wwInnovation is critical to meet the demands of the evolving
Islamic economy especially vis-à-vis changing demographics and the youth bulge of the Muslim world. The Islamic
economy should be inclusive and all participants should
aim for more than mere compliance; the aim must be to
achieve the best global standards.

Panel Session
The role of government
The UK Government, said Sir David, started making changes to
the country’s tax, regulatory, and legal systems about ten years
ago to accommodate aspects of Islamic finance. Today Islamic
finance in the UK encompasses all aspects of the system, said Sir
David, but in small doses (unlike in Saudi Arabia, as per Rushdi

Siddiqui’s description of the kingdom as being a functional
microcosm of the Islamic economy). By making changes to
accommodate aspects of Islamic finance, the UK government,
said Sir David, has “validated” the use of Islamic finance, and
hence has sent a signal to the private sector about its use. This
validation has continued under the present coalition government;
most recently PM David Cameron announced plans in October
2013 to issue the country’s first sovereign sukuk in 2014, and
Sir David said: “If that (i.e. the sukuk issue) goes well it would
not surprise me at all, though there is no commitment to this,
obviously, if that [sukuk] was not to become the first of a regular
series of moving the markets forward.”
The ICD, said Khaled Al-Aboodi, is meant to work directly with
the private sector in member countries, but has had to also
work with governments when legal or regulatory conditions are
not conducive or accommodating of their projects. The biggest
issue that the ICD has faced is that of taxation; if there is no supportive regulatory framework for Islamic finance then it becomes
expensive to do business in a sharia-compliant way as double
taxation penalizes sharia-compliant transactions. Taking one
example in Central Asia, the ICD has established and worked
with ijara companies to avoid problems from double-taxation of
sharia-compliant transactions. He said: “This has allowed us to
do Islamic finance without having to go through banks and the
banking system, and without the need to change regulations.”
However, he observes that, by and large, governments are now
more responsive to accommodating Islamic finance.
Prof. Datuk Rifaat Abdel Kareem places a premium on the
role of government in setting the agenda for a country’s development of Islamic finance. There is more involved that requires
governmental involvement for a financial centre to attract Islamic
finance. For example, just because London is a leading centre for
conventional finance does not necessarily mean that it can be a
centre for Islamic finance too. “Islamic finance is a different game
altogether,” he said, and the development of an entire Islamic
finance architecture and ecosystem is required, including a large
enough pool of talent and human capital, and the provision of
enough sharia-compliant liquidity management tools (especially
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to meet stricter Basel III capital adequacy guidelines). London is
competing with many other countries like Malaysia, which has
long provided incentives and tax exemptions for Islamic finance.
It has developed its Islamic capital market infrastructure to the
point that it can now “sell” itself as an Islamic finance centre,
and attract foreign governments and market players to issue
sukuk out of Kuala Lumpur.
Funding and financing SMEs
The ICD has an investment fund for SMEs but, said Khaled
Al-Aboodi, direct equity is the biggest challenge for the Islamic
finance community, especially for the GCC where investor focus
has largely been on real estate. He said: “To take them to other
assets is a challenge.” Hence the ICD still has much work to do
to educate investors with a focus on the long-term horizons. The
ICD also advises governments on how to organize their SME
sectors. The organization has two specific SME funds — one
for Tunisia and the other for Saudi Arabia. The one for Tunisia
uses diminishing musharaka that allows for a gradual exit. For
now most investors are from the public sector.
Prof. Datuk Rifaat Abdel Kareem suggests that the ICD model
for Tunisia — using diminishing musharaka — could potentially
be a model for other countries to use. He brings in the role of
the government again, saying that the government could come
in as a partner, create the value for the investment, and then
sell their position to the market. What is most important is to
show the private sector that there is a viable investment and
exit strategy.
“I don’t think that the UK has been much more successful than
quite a number of other countries in financing SMEs generally,” said Sir David. The UK experience has involved a mix of
government equity schemes and government tax incentives.
Equity markets have been expensive for small companies and
corporate debt markets have tended to be for big companies.
Smaller companies finance themselves using debt on overdraft.
The UK is now looking at different models such as angel investing (which is not as developed in the country as in the United
States). “The experience in the UK has been reasonable but
there’s a lot more to do,” said Sir David with regards to the
overall issue of financing SMEs.
Scaling up Islamic finance and broadening and
deepening its reach
Islamic finance has registered impressive growth figures but
the capital base of Islamic banks is still relatively small. For the
users of Islamic finance, there is a very heavy reliance on bank
financing with the Islamic capital market playing a smaller role.
In many markets the required capital base set by regulators
is small and investors will only put up the required minimum.
As such there has been some talk of the need to consolidate
Islamic banks to better support bigger syndication deals. While

Al-Aboodi acknowledges the “lack of cooperation among
Islamic banks” with syndication, for example, he also points
to the emerging and frontier Islamic finance markets outside
Malaysia, the GCC (and to some extent Turkey) that have no or
very few Islamic banks to begin with. There are different levels of
Islamic finance throughout the world and the issue of scaling up
is perhaps exclusive only to the more advanced Islamic finance
markets such as Malaysia and the GCC.
Sir David hopes that with syndication deals, standalone Islamic
banks will keep the end goal in mind, and also cooperate with
conventional and ‘hybrid banks’ (i.e. those with both conventional
and Islamic operations) to not only move forward Islamic finance
but also the projects that the money will support.
What is key for the successful spread of Islamic finance in
non-Muslim countries, said Sir David, is to show that it is not
just for Muslims. He said: “If [Islamic finance is] promoted by
reference to its underlying principles it has a very substantial
future in the non-Muslim world.” The idea of Islamic finance as
more of an equity concept of risk-sharing and partnerships as
opposed to the borrower-lender system must get through to
non-Muslims in order to increase its uptake, and so Muslims
must look beyond the religious label and promote the system
for its social good. Khaled Al-Aboodi also sees a “very bright
future” for Islamic finance but he said the main question is how
to make it happen.
Prof. Datuk Rifaat Abdel Kareem explained that in order to
increase the inclusivity of Islamic finance and extend its reach
beyond the Muslim world: “You have to provide the non-Muslim
countries with a platform if they want to anchor and join the
industry.” The Islamic Financial Services Board (IFSB) and IILM
both boast members from non-OIC countries that can use the
two platforms to further their Islamic finance interests.
For the advancement of the overall Islamic finance industry,
Prof. Datuk Rifaat says that a complete infrastructure must be
in place. He cites gaps in the legal infrastructure as a worry for
investors. Certainty of legal enforcements for sharia-compliant
contracts is still an issue for the Islamic finance industry worldwide. He cited cases dealt by the UK courts that, for example,
did not consider the specificities of Islamic finance.
Global body for the halal sector
Islamic finance has global industry bodies like AAOIFI, IFSB and
IILM. The halal sector does not have its own equivalent. The
need for an international halal certification body, for example,
has been debated by many OIC countries. Khaled Al-Aboodi
said that Dubai could be the right platform for an international
halal industry body but it would first need to build the reputation
for it, and show that it has the capability and capacities for the
job and then convince the market of this. It will not be easy, he
warned, but it is feasible.
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