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RISK MANAGEMENT OF ISLAMIC 
BANKS & SUKUK INSTRUMENTS

Ten years on from the Global Financial Crisis and in light of Basel III requirements, the ability of Islamic banks to implement a robust risk management 
discipline is considered one of the most important success factors in the Islamic banking industry. This course provides instruction in bank risk 
management entirely within an Islamic banking context. It provides in-depth analysis of contemporary risk management issues facing Islamic 
banks and shares leading solution methodologies to measure and manage several well-known risk management challenges.

Since Islamic banks increasingly rely on Sukuk instruments to fund their growth, the course also provides a thorough assessment of risks arising 
from originating and investing in Sukuk instruments. These risks derive from risk at the level of underlying assets, as well as risk transformation 
resulting from the rights and obligations embedded within Sukuk structures. Given the relevance of Sukuk to the treasury portfolios of Islamic 
banks, their treatment for capital adequacy purposes is also covered. 

This course provides delegates with an invaluable opportunity to both understand how to manage risk in Islamic banks, and how to assess and 
mitigate risk arising from Sukuk instruments. The course will include a high level of interactive discussion, analysis of case studies, and thorough 
instruction in techniques which can be applied to manage bank risk and the risks inherent in Sukuk instruments.

KEY HIGHLIGHTS

• Identify, measure and manage risk in Islamic banks at financial product and balance sheet levels with a focus on market and liquidity risks
• Examine why and how, specifically, Islamic banks require a strong ALM discipline
• Assess the key risks inherent in various types of Sukuk instruments, including credit, market and liquidity risks, and how they are mitigated in 

practice
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AGENDA

Day 1: Risk Management of Islamic Banks

Asset Liability Management in Islamic Banks

• What is ALM and why is it important?
• What are the main risks that ALM deals with?
• Why, specifically, do Islamic banks require a strong ALM 

discipline?
• How should Islamic bank assets be funded?

Liquidity Risk Management in Islamic Banks

• Static liquidity gap analysis: method and shortcomings
• Dynamic liquidity gap analysis: simulation to quantify 

funding needs
• What is the role of liquidity stress testing and how can it be 

made useful?
• What can Islamic banks do to better manage their particular 

liquidity risks
• Basel III and liquidity ratios for Islamic banks

Markup Risk Management in Islamic Banks

• Markup risk measurement approaches
o Static re-pricing gap analysis
o Dynamic earnings-at-risk analysis
o Full simulation

• Markup risk management
o Setting an ALM objective
o Structural solutions versus hedging solutions
o Managing markup risk and Displaced Commercial Risk 

(DCR) in Profit Sharing Investment Accounts (PSIA)

Currency Risk Management in Islamic Banks

• How does currency risk arise in Islamic banks?
• How can it be managed simply without using hedging?
• Practical applications of Islamic treasury products to manage 

currency risk

Day 2: Risk Management of Sukuk 
Instruments

Overview of Sukuk

• What Sukuk are and what Sukuk are not
• How are Sukuk different to conventional bonds?
• Can Sukuk be traded? If so, what are the Shariah 

requirements?
• Are Sukuk on- or off-balance sheet?

o Asset-backed Sukuk
o Asset-based Sukuk

Credit Risks in Sukuk instruments

• How does credit risk arise in Sukuk?
• Credit risk on the originator versus credit risk on the 

underlying assets
• Sukuk structuring and its impact on credit risk

o Nature of the underlying assets
o Repurchase undertaking
o Liquidity facility

• What happens when risk is not accurately priced?

Example 1:

Pricing credit risk in a Sukuk Al-Ijarah with real estate underlying 
and a repurchase undertaking

Market Risks of Sukuk

• What is market risk and how does it arise in Sukuk?
• Does market risk arise only in traded Sukuk?
• Sukuk instruments which bear 

o currency risk
o interest-rate risk
o equity price risk
o commodity price risk

• How can we accurately price market risk in Sukuk if they are 
not actively traded?

 
Example 2:

How to apply Value-at-Risk (VaR) to determine the price risk of 
commodity Murabahah Sukuk with security deposit

Liquidity Risks Arising from Sukuk 

• What types of liquidity risk arise in Sukuk?
• Market liquidity risk in traded Sukuk
• Funding liquidity risk and MTN programs which use Sukuk for 

Balance Sheet funding
• Is the liquidity facility really necessary?

Other Types of Risks

• Shariah non-compliance risk
• Operational risk
• Accounting and de-recognition risks
• Project completion risk
• Business risk

Mitigation of Sukuk Risks

• Risk mitigation at the level of underlying assets
o Cash collateralization
o Credit quality and asset selection
o Security packages

• Risk mitigation at the level of the Sukuk structure
o Repurchase undertaking
o Excess Spread
o Liquidity facility
o Over-collateralization and tranching
o Role of Takaful

Capital Charges for Sukuk Instruments

• Murabahah Sukuk
• Salam Sukuk
• Ijarah Sukuk
• Istisna Sukuk
• Mudarabah Sukuk
• Musharakah Sukuk
• Wakalah Sukuk

Course Conclusion
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SPEAKERS

Dr. Ken Baldwin
Former Director

Financial Policies &
Planning, Islamic

Development Bank

Dr. Ken Baldwin has worked as a practitioner in banking and finance for over 25 years in senior positions 
spanning the front and middle offices. Having graduated from Oxford University with a first-class honors 
degree in Physics in 1989, he qualified as a Chartered Accountant with PWC, before joining UBS, and then 
later Credit Suisse, in derivatives risk and control functions based in London.

He gained a PhD in the microeconomic theory of risk sharing in Islamic contracts, and worked in the GCC 
for 15 years in Islamic retail and Islamic investment banks. Whilst at Abu Dhabi Islamic Bank, Dr. Ken built 
an ALM analytic technology platform capable of capturing liquidity and interest rate risks inherent in the 
many varied Islamic financing products used at retail and corporate levels. He then moved to take up 
the position of MENA Regional Head of Quantitative Analysis for Citigroup. At Citicorp, Dr. Ken worked 
on structuring complex products used by Gulf-regional corporations to hedge FX and interest risks. 
Still residing in Bahrain, Dr. Ken then joined Investcorp, where he worked on the risk due diligence of 
corporate private equity and real estate private equity transactions and portfolio management. After 
leaving Investcorp, he set up the risk management department for venture capital bank, providing Basel 
III compliance and deal analysis for the bank. He then operationalized a new Islamic investment bank as 
its Chief Operating Officer for 3 years, before his most recent industry role at the Islamic Development 
Bank, where he set up and ran a new department tasked with developing Financial Policies and Planning 
underpinned by robust financial analytic tools and methodologies designed specifically for the IDB. Dr. Ken 
is currently a senior university lecturer in finance in the UK. He has published quantitative finance articles 
in peer-reviewed academic journals including the Journal of Risk, and during his earlier career, taught CFA 
and FRM professional certifications as a pastime for the Bahrain Institute of Banking and Finance.

Ken is a British Muslim.

Who Should Attend?

This course is designed to be of most benefit to:
• CFOs, heads of finance and finance officers
• CROs, risk managers, and risk analysts
• Compliance and audit professionals
• Treasurers, treasury managers and ALM professionals
• Capital market transaction origination and structuring teams
• Fixed income portfolio and other fund managers 
• Credit administration managers and credit portfolio analysts
• Ratings agency analysts
• Bank and capital market regulators
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RISK MANAGEMENT OF ISLAMIC BANKS & SUKUK INSTRUMENTS

Seminar Venue: Full details of the venue will be sent to you upon registration.                    FN1906/P

A P P R O V I N G  M A N A G E R
To process your registration we require the name and signature of a manager who is authorized by your organization to approve training expenditure.
Name: _______________________________________________________________________________ Job Title: _____________________________________
Organization name: _________________________________________________ Email: ________________________________ Tel: _______________________

Authorizing signature __________________________________________________________(mandatory)
Yes, I have read and understood the booking and cancellation policy below.

S E N D  U S  Y O U R  R E G I S T R AT I O N !
By email: seminars@redmoneygroup.com By fax: +603 2162 7810

You may also book online at http://www.REDmoneyevents.com

Please call us on: +603 2162 7800 or +603 2162 7802 if you require assistance.
Our address is: REDmoney, Suite 22-06, 22nd Floor, Menara Tan & Tan, 207, Jalan Tun Razak, 50400 Kuala Lumpur

Booking, Payment and Cancellation Policy – important, please read carefully
By completing, signing and sending us this registration form you are confi rming delegate places on the seminar. You are also confi rming your understanding of 
our Booking, Payment and Cancellation Policy. 
Cancellation: If delegates cannot attend the seminar replacement participants are always welcome. Otherwise delegates must request in writing (letter, fax or 
email) to cancel registration/s or transfer to a diff erent seminar at least 21 days before the seminar start date to be eligible for a refund, less a 5% administration fee. 
Delegates who cancel within 21 days of the seminar start date, or who do not attend, are liable to pay the full seminar fee and no refunds will be given. Instead fees 
will be converted to a IFN Seminars voucher equivalent to the original fee, less a 15% administration charge. This voucher is transferable within your organization 
and must be redeemed within one year of issue or become void. If a seminar is postponed for whatever reason delegate bookings will be automatically transferred 
to the new seminar date. Delegates who wish to transfer to a diff erent seminar will be subject to the same terms as above and charged the diff erence in seminar 
fees. No refunds or seminar vouchers will be issued for a no-show. 
Payment Terms: All seminars fees are to be received within 14 days of invoice date and all fees are to be paid before the seminar start date. REDmoney shall receive 
the full seminar fee with no deductions of any description. All telegraphic transfer fees, taxes and levies (domestic or otherwise) shall be borne by the sponsoring 
organization.

© REDmoney Seminars reserves the right to amend the published program or speaker. In the event of seminar cancellation by REDmoney Seminars due to 
unforeseen circumstances, REDmoney Seminars is liable only to refund the cost of the seminar.

D E L E G AT E  D E TA I L S
Name     Job Title   Email address                 Telephone
1  _________________________________________ / _________________________ / ________________________________ / __________________________
2  _________________________________________ / _________________________ / ________________________________ / __________________________
3  _________________________________________ / _________________________ / ________________________________ / __________________________
4  _________________________________________ / _________________________ / ________________________________ / __________________________
5  _________________________________________ / _________________________ / ________________________________ / __________________________

B O O K I N G  D E TA I L S
I am booking: Price per Delegate Total Price Early Bird (10% Discount)

           1 delegate US$ 1,200 US$ 1,200 US$ 1,080

           2 delegates (5% Discount) US$ 1,140 US$ 2,280 US$ 2,050

           3 delegates (15% Discount) US$ 1,020 US$ 3,060 US$ 2,750

           4 delegates (25% Discount) US$ 900 US$ 3,600 US$ 3,240

           5 delegates (30% Discount) US$ 840 US$ 4,200 US$ 3,780

* Further attractive packages are available for groups of more than five. Please contact us directly.

Online training option: I would like to also enrol for the online course, Shariah Risk & Governance Framework for Islamic Financial Institutions for the 
special price of RM200 per user. Please tick here

Available Discounts

Early Bird: Registrations received on or before 23rd September 2019, will receive a 10% discount. No discount shall be given to registrations received after this 
cut-off date.

Discount for Active Subscribers of Islamic Finance news: If the delegate is a current IFN subscriber, he/she shall receive a flat 10% discount from the normal 
fee. Please tick here

Loyalty Program: 25% discount on other seminars attended within a 6-month period and non-transferrable. Please tick here

W H O  T O  I N V O I C E  A N D  C O N TA C T ?
Please tell us who we should invoice. It is also helpful for us to have the name of an administrator with whom we can liaise directly.

Contact person for invoicing: __________________________________________________________ Job Title: ________________________________________
Email: __________________________________________________________ Tel: ________________________________ Fax: ____________________________
Billing Address: __________________________________________________________________________________  Original Invoice for Courier: YES  / NO 
Contact person to send administration details: ____________________________________________________________________________________________
Job Title: __________________________________________ Email: __________________________________________Tel: ______________________________

Payment can be made by cheque or bank transfer. A notifi cation will be sent to you once payment has been received.  
I wish to pay by: Cheque/bankers draft       Telegraphic transfer      Credit Card    

23 rd -  24 th Oc tober  2019,  Jak ar ta ,  INDONESIA


