
Realising	
  the	
  Poten.al	
  of	
  	
  
On-­‐Exchange	
  Islamic	
  Products	
  

Dr.	
  Mustafa	
  Kemal	
  Yılmaz	
  
Execu&ve	
  Vice	
  President	
  	
  
November	
  17th,	
  2015	
  



Global	
  Outlook	
  to	
  On-­‐Exchange	
  Islamic	
  Finance	
  Products	
  

Experience	
  of	
  Turkey	
  

Vision	
  of	
  Borsa	
  İstanbul	
  

2	
  

Outline	
  

17.11.2015	
  



3	
  

Global	
  Outlook	
  

17.11.2015	
  

Global	
  Assets	
  of	
  Islamic	
  Finance	
  (USD	
  billion)	
  	
   Select	
  Growth	
  Indicators	
  

Source:	
  Reuters	
  

Expected	
  
to	
  reach	
  $3	
  
trillion	
  by	
  
2018	
  

$1,476	
  
billion	
  

Islamic	
  Banking	
  

$295	
  
billion	
  

Sukuk	
  

$76	
  
billion	
  

Islamic	
  Funds	
  

$21	
  
billion	
  

Takaful	
  

GCC;	
  38%	
  

MENA	
  
(excluding	
  
GCC);	
  35%	
  

Asia;	
  22%	
  

Sub-­‐
Saharan	
  
Africa;	
  1%	
  

Others;	
  4%	
  

Islamic	
  Finance	
  by	
  Region	
  

Source:	
  TheCityUK	
  esTmates	
  based	
  on	
  
IFSB	
  Insdustry	
  Stability	
  Report	
  2015	
  

Source:	
  IFSB	
  Industry	
  Stability	
  Report	
  2015	
  



Capital	
  Markets	
  

4	
  

Source:	
  WB,	
  OIC	
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   Source:	
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AUM	
  of	
  Global	
  Islamic	
  Funds	
  Outstanding,	
  Breakdown	
  By	
  Universe	
  (2008	
  –	
  2014,	
  USD	
  billion)	
  

Returns	
  of	
  Islamic	
  Funds	
  by	
  Asset	
  Type	
  (3Q14)	
  

Sources:	
  IFSB	
  Industry	
  Stability	
  Report	
  2015,	
  Thomson	
  Reuters	
  Global	
  Islamic	
  Asset	
  Management	
  Outlook	
  2015	
  

Survey:	
  What	
  type	
  of	
  funds	
  vehicle	
  would	
  you	
  prefer	
  
the	
  most	
  or	
  expect	
  to	
  use	
  in	
  2015	
  and	
  2016?	
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Sources:	
  IFSB	
  Industry	
  Stability	
  Report	
  2015,	
  Zawya,	
  Bloomberg	
  

•  ETFs,	
  index-­‐tracking	
  passive	
  funds,	
  
manage	
  $2.76	
  trillion	
  in	
  assets	
  
globally,	
  up	
  from	
  $425	
  billion	
  in	
  2005,	
  
and	
  already	
  account	
  for	
  about	
  a	
  
quarter	
  of	
  all	
  acTvity	
  in	
  the	
  US	
  stock	
  
market.	
  

•  Islamic	
  ETF	
  products	
  are	
  not	
  yet	
  in	
  
large	
  supply;	
  however,	
  interest	
  is	
  
picking	
  up.	
  

•  As	
  of	
  the	
  end	
  of	
  2014,	
  27	
  Islamic	
  ETFs	
  
around	
  the	
  world	
  were	
  valued	
  at	
  
more	
  than	
  $6	
  billion,	
  all	
  below	
  $100	
  
million	
  in	
  asset	
  value	
  individually.	
  

•  97%	
  of	
  the	
  assets	
  invested	
  in	
  precious	
  
metals,	
  3%	
  in	
  equiTes	
  domiciled	
  
mostly	
  in	
  Ireland,	
  Luxembourg,	
  
Malaysia	
  and	
  the	
  US	
  

VolaWlity	
  of	
  the	
  Indices	
  (30D)	
  

Dow	
  Jones	
  Global	
  Titans	
  Index	
  
Dow	
  Jones	
  Sukuk	
  Index	
  
Dow	
  Jones	
  Corporate	
  Bonds	
  Index	
  
Dow	
  Jones	
  Islamic	
  Market	
  Index	
  



UnTl	
  year	
  2023,	
  one	
  of	
  the	
  top	
  prioriTes	
  of	
  the	
  
policy	
  makers	
  is	
  to	
  increase	
  Islamic	
  financial	
  

market’s	
  share	
  from	
  5.1%	
  →	
  to	
  15%	
  	
  

Currently	
  4	
  private	
  and	
  1	
  state	
  owned	
  
parTcipaTon	
  banks	
  are	
  operaTng	
  in	
  Turkey	
  

2	
  more	
  state	
  owned	
  parWcipaWon	
  banks	
  	
  
are	
  on	
  in	
  the	
  process	
  of	
  being	
  launched	
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Structuring	
  metal	
  market	
  and	
  designing	
  this	
  
market	
  suitable	
  to	
  the	
  Islamic	
  finance	
  

requirements	
  will	
  allow	
  parTcipaTon	
  banks	
  to	
  
make	
  their	
  transacTons	
  through	
  Borsa	
  İstanbul	
  

Islamic	
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  in	
  Turkey	
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  RaTo	
  

CAGR	
  of	
  the	
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  industry	
  in	
  Turkey	
  is	
  6.2%	
  for	
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  period	
  

Source:	
  ParTcipaTon	
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  of	
  Turkey	
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RegulaWons	
  in	
  CollecWve	
  Investment	
  
• ParTcipaTon	
  Fund	
  can	
  invest	
  in	
  

• Lease	
  cerTficates	
  
• ParTcipaTon	
  bank	
  deposits	
  
• Equity	
  
• Gold	
  and	
  other	
  precious	
  metals	
  
• Interest	
  free	
  money	
  and	
  capital	
  market	
  
instruments	
  

• 10%	
  pormolio	
  concentraTon	
  limitaTon	
  increased	
  to	
  
25%	
  for	
  lease	
  cerTficates	
  
• Private	
  Equity	
  Funds,	
  Real	
  Estate	
  Investment	
  Funds,	
  
and	
  Infrastructure	
  REITS	
  are	
  exempt	
  from	
  taxes	
  

•  Recent	
  amendments	
  to	
  the	
  governing	
  laws	
  of	
  
the	
  pension	
  system	
  added	
  gold	
  and	
  sukuk	
  into	
  
the	
   spectrum	
   of	
   instruments	
   that	
   can	
   be	
  
invested	
  by	
  pension	
  funds.	
  

•  The	
   rapid	
   increase	
   suggests	
   a	
   substanTal	
  
potenTal	
   for	
   growth.	
   Total	
   assets	
   value	
   of	
  
Turkish	
  pension	
  funds	
  is	
  US$	
  15	
  billion.	
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•  By	
  new	
  Capital	
  Market	
  Law,	
  all	
  Sukuk	
  types	
  can	
  be	
  traded	
  at	
  Borsa	
  İstanbul	
  
•  Regulatory	
  support:	
  	
  Tax	
  	
  exempWons	
  

1)  Special	
  purpose	
  vehicle	
  (SPV)	
  is	
  exempt	
  from	
  corporate	
  tax	
  
2)  Leasing	
  CerTficates	
  are	
  exempt	
  from	
  stamp	
  duty	
  tax	
  
3)  0%	
  withholding	
  tax	
  for	
  Sukuk	
  issuances	
  over	
  5	
  years	
  maturity	
  

IDB	
  Sukuk	
  trading	
  has	
  started	
  at	
  Borsa	
  İstanbul:	
  6	
  different	
  non-­‐interest	
  bearing	
  
notes	
  (Sukuk)	
  of	
  U.S.	
  $	
  6,05	
  billion	
  issued	
  by	
  IDB	
  Trust	
  Services	
  Limited	
  have	
  
started	
  trading	
  at	
  Borsa	
  Istanbul	
  on	
  November	
  28th,	
  2014.	
  

Sukuk	
  Issuances	
  in	
  Turkey	
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ParWcipaWon	
  Index	
  (KATLM)	
  
ParWcipaWon	
  50	
  Index	
  (KAT50)	
  

ParWcipaWon	
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  Poriolio	
  Index	
  (KATMP)	
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  50	
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What	
  Borsa	
  İstanbul	
  has	
  done	
  so	
  far	
  in	
  Islamic	
  Finance?	
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  Boards	
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  Liquidity	
  
Management	
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  CompilaTon	
  of	
  
best	
  pracTces	
  

Islamic	
  Capital	
  
Markets	
  	
  

-­‐	
  RegulaTon	
  of	
  
capital	
  market	
  
acTviTes	
  	
  

-­‐	
  Infrastructure	
  
finance	
  –	
  Sukuks	
  

-­‐	
  SecuriTzaTon	
  of	
  
exisTng	
  Islamic	
  
Finance	
  pormolios,	
  	
  

-­‐	
  Capital	
  Market	
  
product	
  
development	
  

Islamic	
  Finance	
  
and	
  Economic	
  
Development	
  	
  

-­‐	
  Microfinance	
  	
  

-­‐	
  Financial	
  Inclusion	
  

-­‐	
  Financial	
  Literacy	
  	
  

-­‐	
  Capacity	
  building	
  
and	
  training	
  

World	
  Bank	
  Global	
  Islamic	
  Finance	
  Development	
  Center	
  (launched	
  in	
  October	
  2013)	
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Research	
  Program	
  
• Academic	
  ArTcles	
  
• Policy	
  Papers	
  
• Newsleier	
  

Flagship	
  Report	
  
• Annual	
  flagship	
  
Islamic	
  Finance	
  
Development	
  
Report	
  

Seminar	
  Series	
  
• G20	
  and	
  Islamic	
  
Finance	
  
• SMEs	
  and	
  Islamic	
  
Finance	
  
• Annual	
  Symposium	
  
on	
  Islamic	
  Finance	
  

Community	
  of	
  
PracWce	
  
• Knowledge	
  
partnerships	
  
• Social	
  media	
  
outreach	
  

Islamic	
  Finance	
  
Inclusion	
  Program	
  
• Islamic	
  Micro	
  and	
  
SME	
  finance	
  

Learning	
  Center	
  
• Learning	
  program	
  
for	
  Islamic	
  finance	
  
professionals,	
  
regulators	
  and	
  
scholars	
  
• Capacity	
  building	
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  Harmonizing	
  Capital	
  Market	
  RegulaWons	
  to	
  cross	
  list	
  exchange-­‐traded	
  products	
  

  Establishing	
  a	
  Gold	
  Exchange	
  among	
  the	
  OIC	
  Member	
  States	
  	
  

  SupporWng	
  the	
  Entrepreneurship	
  (Start-­‐ups)	
  and	
  SMEs	
  in	
  Stock	
  Exchanges	
  (www.bistprivatemarket.com)	
  

  Increasing	
  Training	
  and	
  Investor	
  Awareness	
  to	
  sWmulate	
  demand	
  for	
  on-­‐exchange	
  products	
  




