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ISLAMIC FINANCE: WHERE WE ARE

» Islamic assets have expanded at a CAGR of 14.1% from USD150bln in the mid-1990s to around USD1.0tIn
in 2009

» The industry has demonstrated its competitiveness and resilience during the global financial crisis period
» Post crisis, apart from Muslim majority countries, Islamic finance is making headways into new jurisdictions

» Efforts are being focused on the further development of Islamic financial markets, its infrastructure and
enhancing the legal, regulatory and supervisory framework

» As at end-2009, Islamic banking represented 82.1% of the Islamic finance assets followed by Sukuk
(11.7%) and Islamic funds (5.5%)

» The IFSB expects the global Islamic finance assets to reach USD1.6tIn by 2012

Islamic Finance Assets Trend, USD bln (1990s-2012F) Breakdown of Islamic Assets (2009)

1,600 Islamic funds Takaful
55% \ 0.7%
Sukuk

11.7%‘
\

Islamic banking

1990s 2008 2009 2010F 2016F 82 1%
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A GLOBAL INDUSTRY

m 1983: Iran introduces 1991: AAOIFI established
2010: First sukuk by 100% Islamic in Bahrain
Kuveyt Turk, Turkey banking system

2005: First Islamic property
fund was aunched by
Shamil Bank in China

1990s: First Islamic retail banking
product in UK

2010: First sukuk issue
: HKHISSH 1983: Malaysia passes

comprehensive legislation

2004: First sukuk by e

Saxony-Anhalt, Germany 2006: JBIC established

Shariah Advisory Group
2008: France makes tax & regulatory

changes to make way for Islamic finance
1977: Kuwait Finance House the first
Islamic bank in Kuwait

1985: Figh Council of OIC declares
Takaful as fully Islamic, paving
the way for Takaful to flourish

\

2006: Launch of DJ Islamic
Market China/ HK Titans Index

1975: IDB established to foster
economic development & social
progress of member countries

1963: First Islamic bank
established in Egypt

1984: Sudan launches Islamic banking
1989: Sudan banking system becomes
100% Islamic

1975: Dubai Islamic Bank established
under special law pioneering Islamic
banking in the region

1992/93: First Islamic trust
fund established in Brunei

2002: IFSB established in Malaysia.

The orgnisation enhances stability of the 2005: Singapore

- . industry by issuing standards Pre 1962: Islamic C?anlgtles tax strl(chtutre
[Ty N 95-" J.l g.ﬂ.dl LU ' gﬂ} 4 financing to or Islamic proaucts
ot e o rural areas in Indonesia Source: GIFE Report 2010
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FACTORS FUELLING GROWTH OF ISLAMIC
FINANCE

Strong
economic
New distribution growth
channels

Effort to improve
other economic
sectors
Reduction of Growing demand
state-sponsored for Shariah-compliant
welfare benefits products

Growth of global

sukuk market Islamic Finance:
Demand Drivers

Abundant liquidity

Regulatory push
for Islamic finance
model

Growth of retakaful
capacity

Increasing level
of foreign direct
investment

Growth of halal
food industry

Encouraging Low penetration
demographics [SVELS
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ISLAMIC BANKS TODAY. ...

2009, Kuveyt Turk Participation Bank, Germany

2004, Islamic Bank of Britain, UK

1982, Faisal Private Bank, Switzerland

2005, Lebanese Islamic Bank, Lebanon

1978, Jordan Islamic Bank, Jordan
2010, Azzitouna Bank, Tunisia

1985, Palestine Islamic Bank, Palestine
1991, AlBaraka Bank, Algeria
1983, Islamic Bank of Senegal, Senegal

1996, Arab Gambian
Islamic Bank, Gambia

1983, Islamic Bank of
Guinea, Guinea

1983, 1985, AlBaraka
Bank, Mauritania

1997, Niger Islamic Trade
and Investment Bank, Niger

1971, Nasir Social
Bank, Egypt

1977, Faisal Islamic
Bank, Sudan
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2006, Cham %
Bank, Syria

1993, Arab Albanian 1985, AlBaraka Turkish
Islamic Bank, Albania Finance House, Turkey

1991 Badr Bank, Russia

‘1‘?977, Kuwait Finance
House, Kuwait

2001, Kauthar
Bank, Azerbaijan

1975, the Islamic
Development
Bank, Saudi Arabia

1997, Amana
Investment, Sri Lanka

1995, Tadhamen
International Islamic
Bank, Yemen

1989, AlBaraka,
South Africa

2010, Al-Hilal,
Kazakhstan 1979, Bahrain Islamic

Bank, Bahrain

* 1982, Qatar Islamic
Bank, Qatar

1975, Dubai Islamic Bank, UAE

1983, Islamic Bank of
Bangladesh, Bangladesh

2002, Islamic Bank of
Thailand, Thailand

1983, Bank Islam, Malaysia

"

7% 1973, Al Amanah Islamic
-‘ Inv. Bank, Philippines

1993, Islamic Bank of Brunei, Brunei

2006, Islamic Bank of Asia, Singapare

1991, Bank Muamalat, Indonesia

Source: GIFF Report 2010
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GLOBAL ISLAMIC BANKING INDUSTRY

Islamic Banking: Saudi Arabia
Share of Global Islamic Banking Assets (2009) P —

50 ! CAGR (2005-2009): 17.1%
“1 15.9% of total banking assets !
. . L
Saudi Arabia £ 40
16% g3
520 -
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Iran
36%

USD780bIn e I flflfn_l_cﬁa_n_lgrjg: Malaysia
Others

1 18.1% of total banking assets
Turkey j Bahrain 2001 2002 2003 2004 2005 2006 2007 2008 2009 May-

2001 2002 2003 2004 2005 2006 2007 2008 2009 1Q10
m Total assets Total deposits Total financing
UAE 150
10%
2% UK Qatar 6% m Total assets Total deposits Total financing 10
2% 3%

80 11" CAGR (2005-2009): 20.2%
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Islamic Banking: UAE

> Islamic banks’ market shares are i 80 1" CAGR (2005-2000): 20.1% |

currently 10% in Malaysia and 43% in | Eig:L_1{0_"/0_‘?1016‘1*1&_”‘1‘”_9_6‘_55_913__:

the GCC. Iran has the largest marketi 030
| share at 36% ! > ig I I
"""""""""""""""""""""""" o O BN BN BN N | BN

2002 2003 2004 2005 2006 2007 2008 2009 1Q10
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GLOBAL SUKUK MARKET

Global Sukuk Issued Quarterly Trend (2009-1H10)

14000 Sukuk issued globally
12000 - rebounded to USD16.5bIn in
1H10 vs. USD7.6bln in 1HO9
10000 -
=
£ 8000 -
&
» 6000
>
4000 -

0 | —

1Q09 2Q09 3009 4009 1Q10 2Q10
m Mena 1 Other

Global Sukuk Issued by Sector (1H10)

Sowereigns

Power & utilities

Real estate

Financial senices

Transport 79.7% of sukuk issued in 1H10

Construction came from sovereign/ govt
Oil & gas institutions

Agriculture
Telecom

0 2000 4000 6000 8000 10000 12000 14000

I.ﬂ.ll;ﬁ.llJ.lg.l:u]lr_uJ @} USD min
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Global Sukuk Issued by Country (1H10)

Qatar
8.4% Spore

Gambia 0.2%

0.1%

Bahrain

21% 4

Saudi
14.1%

Malaysia
60.5%

Indonesia
14.1%

> In 1H10, total sukuk issued globally
increased by 116.3% yoy to USD16.5bin

> Malaysia continued to dominate the
global primary sukuk market

»  Approx. 79.7%  fundraisers  were
sovereign and quasi-sovereign entities

> Expect 2010 sukuk issuances to come in
at a conservative estimate of USD30bIn

Source: GIFF Report 2010




ISLAMIC WEALTH MANAGEMENT & FUNDS

Global HNWIs by Region (2006-2013F)

50 -
At 8.1% global CAGR -

Global HNWIs wealth is
projected to grow at a

Annual growth rate
2008-2013F

40 - M Latin America  6.8% CAGR of 8.1% for 2008-
e - Middle East 5.7% 2013F, from USD32.8tIn
c 30 - i i
s ] Africa 210  in 2008 to USD48.5tIn in
D20 - North America 7.0% 2013
Europe 6.5% Asia Pacific and the
10 - . :
- . B Asia Pacific 12.8%| Middle East seeing the
0. - - biggest increase in
2006 2007 2008 2013F wealth
Islamic Funds AuM (2004-1Q10) Number of Islamic Funds Launched by Asset Class
I AmE SOnoooiaE e : (1Q10)
1 CAGR (2009-2013F): 6% L.
®1 1 AuM of USD66bIn in 2013 | 20 - \ Focus on commodities and |
L e e e e e e e e e e = = 1 _
50 4 iﬁ . | money market post crisis i
40 - wld- T T TTTTTTTmmmmm T
= 212 -
3 30 - 210 -
? 5 g
2 20 ] CI
10 + 4 -
2 -
O T T T T T T T O T T . T - T l
2004 2005 2006 2007 2008 2009 1Q10 Real Estate Commodities Balanced Money Market
2007 = 2008 m2009

10

g Sall Jygaill i P2

Kuwait Finance House L\,—‘

Source: GIFF Report 2010




GLOBAL TAKAFUL

» Global gross Takaful contributions continue to post healthy growth, reaching USD5.3bln in 2008 and

estimated at USD6.9bln in 2009

» Takaful contributions by region — GCC 70.4% (Saudi 54.8%, UAE 10.2%) , South East Asia 21.5%
(Malaysia 16.7%, Indonesia 3.5%), Others 8.1% (Sudan 5.3%)

» Potential of the Takaful industry is enormous. Insurance penetration in most Islamic countries is low at 1.4%
of GDP vs. global average 7.1%, UK 12.4%, US 9.4% and emerging markets 2.8%

» Strong fundamentals suggest global contributions could reach USD8.9bln by 2010

10,000 -
9,000 1
8,000 1
7,000 1

£ 6,000 -
A 5,000 -
8 4,000 |
3,000 1
2,000
1,000

2004

Kuwait Finance House

Indian sub-continent 552%

Levant 31.4%
Africa 33.4%
South East Asia 41.4%
GCC 107.8%

Global Gross Takaful Contributions (2004-2010F)

CAGR 2004-2009

2005 2006 2007
B GCC m South-East Asia m Africa  Levant

TN
&

2008

2009E

2010F

Indian sub-continent

11

Written Life & Non-Life Premiums as a % of GDP
(2008)

18 - . .
Low insurance penetration in

15 - most Islamic countries
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ISLAMIC FINANCIAL CENTRES: A COMPETITIVE

REVIEW

Approach to Competitive Ranking Exercise

Overall Competitiveness of the Financial Centre

Competitiveness data collection from various secondary sources

Section A Section B Section C I Section D Section E Section F
I§Iam|c Regulatory & Products & RS Statls_tlcs,
Finance Leqislations Services Infrastructure Management Marketing &
Industry 9 & Audit Education

1

Extensive questions based on 6 categories were included in the Survey

Survey Participating Countries

vMalaysia  v'South Korea v’ Kuwait v'Turkey v'Canada v Egypt

v'Brunei v'Australia vUAE v'Luxembourg vuUs

v'Singapore  v'Pakistan v'Saudi Arabia v'UK

v'Hong Kong v'Bahrain v'Germany
m gﬁ"Jle r_u.x @J’ /Qatar 13 Source: GIFF Report 2010
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CLASSIFICATION OF ISLAMIC FINANCE MARKETS

Level of
Commitment

Business
motivation

Market
motivation

Competitor
matching

Explore
market
potential

Minimum
presence

Monitor
development

Wait and
see

wiugll Jugaill Eu 2
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Malaysia,
UAE, Bahrain,
Saudi Arabia,
Kuwait, Qatar
J
Turkey, Y
UK,
Pakistan, Advanced Islamic
Brunei finance markets

Luxembourg,
Hong Kong,

Egypt,
Singapore,

Potential Islamic
finance markets

— /)
Y
_ _ *Results/ analyses presented
Emerging Islamic here include only countries that
finance markets participated in the survey
Explore Sporadic Market Market Market
market development development expansion Reach
potential activities activities
14
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MALAYSIA'S ISLAMIC FINANCE INDUSTRY

USD min

Islamic Banking Total Assets

80 -
| CAGR (2005-2009): 17.1% :
60 1 15.9% of total banking assets :
% __________________
% 40
>
20 A
0 4
2001 2002 2003 2004 2005 2006 2007 2008 2009 May-
10
Takaful Assets Growth
5000 [ -" " "T-T----------- | m General  m Family
1 CAGR (2005-2009): 20.6% |
4,000 1 ! 8.0% of total insurance assets :
L
3,000 -
2,000 -
1,000 -
0 ‘ ‘ ‘ ‘
199019921994 1996 1998 20002001 200220032004 20052006 2007 2008 2009
Outstanding Corporate Sukuk
60 - | Size: USD5L.5bIn '
1 57.0% of corp. bonds outstanding
L
45 -
£
e}
o 30 -
%]
>
15 -
O T
2007
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Regulatory Bodies Related to Islamic Finance

Bank Negara Malaysia
*Formulation, management, supervision and

reporting of Islamic finance policy and direction.
Also promotes the industry

Securities Commission

*Banking regulatory and supervisory authority

of BNM

*Ascertainment of Islamic law in Islamic finance
business and transactions on a national level

Shariah Advisory Council
of SC

*Advise SC on all Shariah matters related to the
development of the Islamic capital market

*Oversees the registration and development of

Shariah Advisory Council :
Shariah advisors :

Source: GIFF Report 2010




INDONESIA: CHARTING THE NUMBERS

Number of Islamic Players & Assets Size

Market No. of Total assets

segment

players USD bin % of Islamic
assets

Islamic 10 3.1 40.0

banks

Takaful 39 (incl. 3 0.2 2.6
retakaful
operators)

Islamic - 0.1 0.7

funds

Sukuk - 4.4 56.7
Islamic Banking Total Assets

10- [ —=--------—------——-

| CAGR (2005-2009): 33.5% :
8 - 1 Market share of 2.7% 1

USD bin
o N B [o)]
I
I
I
I

2005 2006

W Total assets
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2007 2008
Total financing

2009
Total deposits

May 2010
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Regulatory Bodies Related to Islamic Finance

Ministry of Finance

*Formulation, management, supervision,
reporting of national policy, implementation
policy and technical policy in Islamic finance

Bank of Indonesia

*Banking regulatory and supervisory authority

Shariah Supervisory Board

sSupervision on Shariah aspects at the Islamic
bank’s head office

National Shariah Council

eIssues Shariah rulings on products of Islamic
banks

*Undertakes the Shariah Supervisory Board role

Source: GIFF Report

2010




LUXEMBOURG: MAKING HEADWAYS

T T T T T TTm T ST mToTeToTom oo 2010
Milestones of Luxembourg’s

Islamic Finance Industry

*Double tax treaties
with the UAE, Qatarr,
Kuwait and Bahrain

*First Europe
country to be an

*First European IESB member *MOUs with DIFC,
. . stock exchange to and firms in Bahrain,
*First Takaful in list a sukuk «Set up task force to

Malaysia and Saudi

. Europe was . study the challenges A gpig
*Establishment of established *Retail investment 4 |gjamic finance in
Islamic !Banklng funds were the country
International regulated
Holding

Luxembourg’s Value Proposition

International hub for financial services and investment funds

4t largest financial centre for Islamic Investment Funds Worldwide.
>40 Islamic investment fund units with AuM ~USD500mIn

Legal & regulatory framework is well adapted for the set up of Islamic financial

instruments, Islamic transactions and Islamic investment funds

Incentives for Islamic capital markets, e.g. tax treatment of Sukuk is identical
of a debt in conventional finance

Strong government commitment to develop Islamic finance
17
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HONG KONG & SOUTH KOREA: NEW ENTRANTS

Milestones of Hong Kong’s
Islamic Finance Industry

*First Islamic
finance window
started

eLaunch of Dow «Joint  regulatory
Jones Islamic initiative: SFC &
Market China/ Hong Dubai Financial
Kong Titans Index Services Authority
*Securities &

Futures Commission
(SFC) authorised
first Islamic fund

2009

‘MOU  with Bank
Negara Malaysia for
cooperation in human
capital and financial
infrastructure

eInitiatives to grow
the industry included
in Hong Kong Special
Administrative
Region budget

Hong Kong’s Value Proposition

equities and funds

v The Government intends

the legislative amendments

g Sall Jygaill i P2
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v Existing regulatory and taxation framework can
readily support the development of Islamic

prescriptive and religion-neutral approach in

_______________

v Regional hub for financial services

to adopt a

18

' Milestones of South Korea’s

Islamic Finance Industry

*Co-hosted IFSB seminar in 2009

» 4

First Islamic Capital Market conference by KRX,

partnered with Bursa Malaysia an

. 4

d MIFC (2009)

eApproval of a bill aimed at facilitating tax neutrality

for sukuk (delayed to November 2010)

Opportunities for South Korea

v Islamic infrastructure financing: Jeju Island
Development Plan, proposed financing by

the issuance of sukuk

Asset Management
Shariah Finance Co

1
1
1
1
1
1
1
1
Y Islamic asset management whereby Woori
:
1
1
1
: Islamic asset management company in
1
1

Malaysia (2011)

partnering  with
plan to start a new

Source: GIFF Report 2010, Authorities




REGULATORY INITIATIVES IN NEW MARKETS

The Thai cabinet approved in principle a draft ministerial regulation to aIIovv'
Thailand the issuance of Islamic bonds in Thailand .

The amendment will expand the boundary of securities transactions to aIIovv'
brokering, trading and arranging the issuance of sukuk .

T R

Jordan

e E e m e e e e e E E m m e m——mmmm—————— o

The government established a working group in 2009 to draw up a roadmap,
for an Islamic financial system .

Principles of Islamic finance were introduced in the Kazakh legislation to
facilitate various Islamic financial transactions :

Kazakhstan

_ _ E- The Central Bank of Nigeria introduced the Law Governing the Operation of]
African countries ! Islamic Banks in 2009, bringing the authorisation of Islamic financiali
! institutions on par with the same provisions relating to conventional banks
E- Kenya authorised two Islamic banks following the introduction of an Islamic
___bankinglaw .. !
*  The latest European country to emulate the UK in overhauling its tax laws to
France ! facilitate Islamic financial transactions .
® In July 10, the country passed new instructions to facilitate the introduction:
i of sukuk, ljarah, Murabahah and Istisna products (previously only sukuk andi
L___Murabahah) ... :
viigSll Jugoill cuy N
e - - LEl) 19 .
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STRENGTHENING ISLAMIC FINANCIAL

INFRASTRUCTURE

v' Critical to  build robust
components of the financial
infrastructure and strengthen :
key institutions to ensure the Prudential
stability and dynamism of standards
Islamic financial system

v IFSB has identified 8 building
blocks aimed at  further
strengthening the Islamic

financial infrastructure Eight
v'Challenges  include  human Building
capital and enhance product Blocks

development, identifying the right
opportunities and delivery of
appropriate  returns for risk

involved
_ _ Accounting,
v IFSB projects Islamic assets to auditing
potentially reach USD1.6tIn by disclosure
2012
viigSll Jugoill cuy N 20
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KFH GLOBAL INVESTMENT RESEARCH

GCC Ressarch
SECTOR

Research

-
Country Report Frroies 2 v on : e o | T)
I o »

KFH Research Ltd e et

EU Monitor

“Temp

THANK YOU

“Contribution to Research in “Best Islamic Research Company” “Best Islamic Finance Research House”
Islamic Finance 2009” Islamic Finance News Awards Poll 2008 The Asset Triple A Islamic Finance Awards
International Islamic Finance Forum January 2009 2009
April 2009
"Best Research in Islamic Finance” “New Provider for Islamic Finance Research” “Best Islamic Research Company”
Master of Islamic Funds Award 5th KLIFF Islamic Finance Awards Islamic Finance News Awards Poll 2009
November 2007 November 2008 January 2010
“Qutstanding Contribution to Islamic Finance” “Best Islamic Finance Research House”
Failaka-Amanie Symposium, Dubai The Asset Triple A Islamic Finance Awards
April 2010 2010
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