
11© 18th January 2017

IFN REPORTS

It has been a relatively quiet period 
over the past week in the sovereign 
Sukuk market, save for Saudi Arabia’s 
planned Sukuk issuance in the fi rst 
quarter of 2017 and Bahrain’s monthly 
Ijarah and Salam issuances. As the 
markets prepare themselves to embrace 
the challenges of the new year, 
DANIAL IDRAKI brings you the latest 
developments across the sovereign 
Sukuk market. 

Saudi Arabia
Saudi Arabia is planning a Sukuk sale 
that could happen as early as February 
to plug its budget defi cit, the Financial 
Times reported. The Islamic debt 
issuance will form part of a pipeline 
of bond sales as the Kingdom invests 
in economic diversifi cation away from 
oil and it is likely to appeal to regional 
investors in the Gulf. However, the size 
of the Sukuk issuance is as yet unknown.

Bahrain
The Central Bank of Bahrain (CBB)’s 
BHD26 million (US$68.34 million) 
monthly Sukuk Ijarah issue has been 
subscribed by 100%, according to a press 
release. The expected return of the issue, 
which matures on the 13th July 2017, is 
2.3% compared to 2.25% for the previous 
issue on the 15th December 2016. 

Furthermore, the monthly issue of the 
CBB’s Sukuk Salam Islamic securities 
worth BHD43 million (US$113.98 million) 
was also fully subscribed recently. The 
issue carries a maturity of 91 days and is 
expected to mature on the 19th April 2017 
with an expected return of 2.16%. This 
is the 189th issue of the short-term Sukuk 
Salam series.

Malaysia
Over in Malaysia, the Sabah Credit 
Corporation (SCC), a statutory body fully 

owned by the Sabah state government, 
launched its upsized RM3.5 billion 
(US$781.99 million) Sukuk Musharakah 
recently. The Sukuk Musharakah 
program was upsized from RM1.5 billion 

(US$335.14 million) two years ago to its 
present size and the SCC’s CEO, Vincent 
Pung, noted that the upsizing exercise 
would be a source of funding for the SCC 
to cater to the next few years of growth.

Sovereign Sukuk: Middle Eastern power

Upcoming sovereign Sukuk

Country Amount Expected date

Saudi Arabia TBA First quarter 2017

Morocco TBA First half 2017

Bahrain TBA First quarter 2017

Oman US$2 billion TBA

Iran IRR60 trillion 2017

Nigeria TBA First quarter 2017

Egypt TBA 2017

Kazakhstan TBA 2017

Kenya TBA 2017

South Africa TBA 2017

Bangladesh TBA TBA

Hong Kong US$500 million to US$1 billion TBA

Ningxia Hui Autonomous 
Region

US$1.5 billion TBA

Niger XOF150 billion TBA

Luxembourg TBA TBA

Tunisia US$500 million TBA

UAE TBA TBA

Shandong Province CNY30 billion TBA

Sindh Province US$200 million TBA

Kuwait KWD5 billion TBA

Maldives TBA TBA

Sri Lanka US$1 billion TBA

Germany US$1 billion TBA

To receive the latest updates on the global Islamic 
fi nance industry, register for the IFN Daily Alerts at
www.islamicfinancenews.com

Everyone knows the story of Indonesia. 

It is one of the world’s biggest 
potential markets for Islamic ę nance 

and the most populous global Muslim 

nation, but eě orts to translate this 
into practical growth of Islamic assets 

have stumbled. Last week, industry 

leaders gathered in Jakarta to discuss 

the opportunities and challenges facing 

Southeast Asia’s largest economy. 
With a new proactive approach from 

the authorities, relaxed regulations 

and a determination for collaboration, 

LAUREN MCAUGHTRY suggests that 

it could ę nally be Indonesia’s time to 

shine.

“Islamic ę nance in Indonesia is still very 

small compared to the total market — 

the market share is only around 5%, 

which is much less than achieved by 

Malaysia and other countries. Given 

our Muslim majority, Indonesia has a 

very small share in Islamic ę nance,” 

commented Dr Sofyan Djalil, the 
minister for national development 
planning and head of the National 
Development Planning Agency, 
speaking at the IFN Asia Forum 2016. 

“But if you look at it in terms of account 

numbers, we have a lot of people — a 

lot of small accounts and microę nance. 

In numbers it is big.” 
Top down, bottom up
It is widely suggested that the success 

of Malaysia has been driven by its 

practical top-down approach from the 

authorities while Indonesia has evolved 

along more grass roots lines with a 
laissez-faire regulatory regime. Between 

2002-09, Islamic banking in Indonesia 

grew at around 50% per year, while 

from 2009-15 growth continued at an 

average rate of 23% a year and in 2015 

this growth fell to around 8%, explained 

Imam Teguh Saptono, the president 

director of BNI Syariah, speaking on 

the panel ‘Future Forward: Charting 

a New Direction for Islamic Financial 

Institutions’. 
“This suggests that the existing strategy 

is not enough to maintain growth and 

help us grow market share,” he noted. 

“We have sat at 4-5% market share for 

the last few years and we are going 

nowhere. It is time for us to 
make a breakthrough.”“Indonesia is still at the 

normalizing stage,” commented Rafe Haneef, CEO of CIMB Islamic, speaking at the 
same event. “The next stage is the performance 

stage, where you start growing once you have reached a level-playing ę eld.” Islamic ę nancial operations in 

Indonesia need to reach equality in 

terms of cost, tax and regulation before 

this phase can be reached. Yet this 
objective could soon be within reach. 

While previously government support 

has been limited, it looks as if the 
authorities have recognized this need 

and are ready to make a change in their 

approach. “Until now, Islamic ę nance in 

Indonesia has been mostly driven by the 

people and the industry. But now we are 

creating a National CommiĴ ee that will 

be chaired by the president himself,” 

conę rmed Dr Sofyan.
Government pushIt is expected that within two months 

the new National CommiĴ ee for 
Islamic Finance will be in place, and the 

authorities are keen to collaborate with 

the industry, liaise with domestic 
practitioners and learn from 
international representatives to 
promote Islamic ę nance growth 
and kick-start its progress. “The potential for Islamic 
ę nance in Indonesia is huge, 

and our role is to unlock that 
potential and make it into 

reality — we want to translate 
it into market share, meet the demand for Islamic ę nancial services and give people more choice,” 

said Dr Sofyan. 
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Indonesia: A change in tactics
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Opening doors to new opportunities
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