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About CIBAFI
General Council for Islamic Banks and Financial Institutions (CIBAFI) is

a nonprofit institution that represents

Islamic financial institutions (IFIs) worldwide. It was founded by the Islamic Development Bank (IDB) and a
number of leading Islamic financial institutions. CIBAF]I is affiliated with the Organisation of Islamic Cooperation
(OIC). Established on 16 May 2001 by an Emiri special decree, in the Kingdom of Bahrain, today with nearly 120
members from over 30 jurisdictions, CIBAFI is recognized as a key component of the international architecture of

the Islamic finance industry.

Its mission is to support the Islamic financial services industry in the form of a leading industry voice in advocating

regulatory, financial and economic policies which are in the broad interest o

f CIBAFI’s members and which foster

the development of the Islamic financial services industry and sound industry practices.

CIBAFI's members vary from Islamic banks, multilateral banks, international standard setting organizations,

regulators and other professional service firms.

Policy, Regulatory Advocacy
* Balanced dialog with the International standard setting organisations
» Establishing a dialog with the Financial Regulators and Supervisors
» Create working relationships with other Stakeholders such as
multilateral banks

Research and Publications
* Develop & publish periodical newsletter
«  Publication of specific reports
» Develop technical market related research

Awareness and Information Sharing
*  Organise periodic regional events
* Create arena for dialog - Roundtables
« Establish discussion platform

Professional Development
* Executive Programme
*  Technical Workshops
» Professional Certifications

Internationalif
for Lilamic Fis

&

Stay tuned on CIBAFI activities:
Facebook.com/CIBAFI
Linkedin.com/CIBAFI
Twitter.com/CIBAFI
Youtube.com/CIBAFI.ORG

OCE®

www.cibafi.org (8)

General Council for Islamic Banks
and Financial Institutions (CIBAFI)

Manama, Kingdom of Bahrain.
P.O. Box No. 24456

Email: cibafi@cibafi.org

Telephone No.: +973 1735 7300
Fax No.: +973 1732 4902

www.kantakji.com



http://www.cibafi.org
http://www.kantakji.com

Lallall oMy aLaidy| dlas 293SI/ 9l Gy | 65 saadl | 2017

Opening for the October edition
of the Global Islamic Economics Magazine (GIEM)

Abdelilah Belatik
CIBAFI Secretary General

Welcome to the 65th edition of the Global Islamic Economics Magazine (GIEM). As :
Ealways, it is our pleasure to keep you updated with current challenges andé
i prospects in the global Islamic financial services industry (IFSI). The GIEM also
serves as the platform for CIBAFI to keep our stakeholders informed about our
activities and key initiatives. '

As part of its first Strategic Objective of Policy, Regulatory Advocacy, CIBAFI provided
comments to the Accounting & Auditing Organization for Islamic Financial Institutions
(AAOIFI) on its Exposure Draft (ED) on Financial Accounting Standard (FAS) No. 30
Impairment and Credit Losses comprising key points as well as detailed analysis, and to
Basel Committee on Banking Supervision (BCBS) on the Consultative Document on
“Simplified alternative to the standardised approach to market risk capital requirements”

In its submission to AAOIFI, CIBAFI pointed out that as FAS 30 covers some of the same
topics as IFRS 9, it would be helpful if AAOIFI could provide more guidance and a
description of the principal similarities and differences between the two in the areas where
they overlap. CIBAFI commented that a number of its members have to use IFRS for some
or all of their financial statements, and are naturally concerned to understand where the
differences lie. CIBAFI welcomed, in principle, the application of an Expected Credit Loss
(ECL) approach in Islamic finance, both on its merits and because of the closer alighnment
this will create between the Islamic and conventional standards, notably the relevant parts
of IFRS 9. CIBAFI comments noted that a number of its members have expressed concern
at the exclusion of Mudaraba and Musharaka contracts from the ECL approach in respect
of future cash flows. In addition, CIBAFI recommended the standard to provide more
elaboration and explanations, especially with regards to details on specific characteristics
of Islamic banking products and practices.

Additionally, in its submission to BCBS Consultative Document on “Simplified alternative to
the standardised approach to market risk capital requirements”. CIBAFI noted that as
Islamic banks are, for the most part, relatively small by global standards and are mainly
based in emerging markets, they would be likely to take very little market risk. The fact that
they are Islamic, however, means that for Shariah compliance reasons, they will be very
restricted in their ability to take short positions or to use derivatives. This is likely to make

www.cibafi.org (9) www.kantakji.com
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their market positions simpler still, and those positions are likely to remain simple in the
longer term.

Moreover, the design of the reduced sensitivities-based method (R-SbM) is significantly
different from the design of the already widely-used Basel Il standardised approach. CIBAFI
is therefore concerned that the implementation of this method may pose substantial
implementation challenges and costs for Islamic banks that already use Basel Il approach.
In addition, the benefits of implementation are uncertain and yet to be clarified. Therefore,
the view of CIBAFI is to prefer a recalibrated Basel Il approach, but of course subject to the
details of the way this proposal is developed and its implications for capital. In its
submission to the BCBS, CIBAFI highlighted the need for the BCBS to align its work
recognizing the Islamic financial industry’s considerations. Detailed comments submitted to
AAOIFI and BCBS are available on CIBAFI website http://www.cibafi.org.

As part of CIBAFI’s third Strategic Objective of Awareness and Information Sharing, CIBAFI
in collaboration with the Association of the Mediterranean Chambers of Commerce and

Industry (ASCAME) and the Chamber of Commerce of Barcelona is organising the 4th
Mediterranean Islamic Finance Forum, themed “Islamic Finance: Focus on Strategies for
Mediterranean & Africa” on the 23rd of November 2017, at Casa Llotja de Mar in
Barcelona, Spain.

CIBAFI started its Maghreb (Mediterranean) Forums in Tunisia in 2011 and Mauritania in
2012 and Spain 2015 in order to create awareness of Islamic finance in this region as well
as to create a so-called “Mediterranean Platform” for discussion on the issues and
challenges of new markets. This has been in response to a considerable demand for
development of Islamic Finance in the Mediterranean region. Following these three
successful Forums, this year, with the objective of enhancing knowledge on critical issues
facing the industry in the Mediterranean region, CIBAFI & ASCAME have once again come
together to organise 4th Mediterranean Islamic Finance Forum jointly in the framework of
the 11th edition of the Mediterranean Week of Economic Leaders.

With increasing interest and high-growth prospects for Islamic finance across both
traditional and non-traditional markets in Europe, Africa, and Asia, the Mediterranean
region in particular may take the opportunity to gain the momentum of this global trend.
The Forum will explore the future of Islamic Banking through innovation and strategic
regional & international positioning and shed more light on the strategies for empowering
women in Islamic finance development.

CIBAFI will continue to focus on important industry issues and help address them as part of
its mandate and support the Islamic finance industry to ensure its continued success. Stay
tuned!

www.cibafi.org (10) www.kantakji.com
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L’indice boursier islamique:
un catalyseur pour le recul de 1a bourse Marocaine

Faissal OUALI OUBAHA

Banquier, Auditeur de conformité Sharia et conseiller en finance participative

Afin de profiter pleinement des opportunités offertes par la finance participative et
d’apporter une réponse aux besoins de investisseurs individuels et institutionnels en
matiere de fructification des capitaux, et la diversification des portefeuilles
conformément aux préceptes de I'lslam. La place financiere Casablancaise a afficher
des signales positives a propos de la création d’un indice boursier islamique, un
repere incontournable d’examen de la performance du marché des capitaux
participatif national et de ces instruments (Fonds d’investissements participatifs,
| SUKUK, actions...).

La création d’un tel barometre financier islamique retracant I'évolution boursiere, a
une double fonction : Il permet de lister les entreprises éligibles aux normes
Chariatiques, ensuite, il serve de référence (benchmark) plus efficace, aux
opérateurs financiers (assurances TAKAFUL, banques participatives) et gestionnaires
de portefeuilles (OPCVM Charia compliant...).

Pour la méthodologie de de sélection des valeurs compatibles a la Charia, deux
types de filtrage sont retenus : le filtrage sectoriel (extra-financier) et le filtrage
financiers. Le premier type de filtrage consiste a faire sortir de I'indice les entreprises
opérant dans les secteurs illicites (alcool, tabac, industrie porcine, banques et
assurances classiques, le nucléaire, I'armement) ainsi que le divertissement (certains
hotels, casino, pornographie, cinéma, musique...).

Une fois ce premier test de passage a réussi, qui réduit significativement la liste
des"candidats’, il faut un autre examen ou filtrage financier, qui utilise trois ratios
(endettement, créances et dettes) :

e Dettes/capitalisation boursiére, inférieur a 33 % (DJIM, MSCI Islamic index ...).

e Actif circulant/capitalisation boursiére, inférieur a 33 % (49 % pour S&P

Shariah index).

e Bénéfices illicites /bénéfices totales, inférieur a 5 %.
Ces filtres financiers peuvent connaitre certaines différences en fonction du Charia
board a l'autre, les membres de cette liste obéissant aux préceptes Chariatiques,
sont enregistrés dans une base de donnée mis a jours quotidiennement, ce qui
signifie que les "candidats” qui ne respectent pas ou n'auront pas respectés les
normes et regles du jeu, quitteront le podium.
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Pour le cas de la Bourse des valeurs de Casablanca (BVC), les sociétés qui seront
retenues dans l'indice compatible a la Charia selon notre point de vue, sont aux
alentours de 20 a 30 sociétés éligibles, mais la décision définitive revient au comité
Charia de la finance participative émanant du Conseil supérieur des Oulémas, qui
détient le privilege de fixation des conditions d'éligibilité, le screening des valeurs et
la garantie de leurs conformités aux préceptes de l'Islam. Lapplication d’une
méthodologie tres restrictive, donnera a I'indice une crédibilité islamique, malgré la
diminution de nombre de sociétés qui le compose.

En vue de rendre notre pays plus compétitive dans I'attrait de capitaux, la création
d’un indice boursier islamique adaptée a la place financiere Casablancaise, est un
ingrédient indispensable pour I'écosysteme islamico-participatif Marocain, et un pas
crucial vers la transparence et la crédibilité de cette industrie éthique, rentable et
socialement responsable.
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