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Malaysia has the world’s largest Islamic Bond Market  

� Our Sukuk market has witnessed exponential growth since 2002

� In 2007, Malaysian Islamic bond issues represented 57% of total global issues.                             

Source: January 2008 Islamic Capital Market Report by the Securities Commission of Malaysia and 2007 Sukuk report by Islamic Finance Information Service 
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Now Malaysian corporates prefer to issue Islamic papers..
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Why the huge spike in 2005?
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Malaysia’s treatment of transactional taxes for Sukuk
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Malaysia’s treatment of transactional taxes for Sukuk (cont’d)
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In the meantime..

The Company shall pay periodic Ijarah rentals to SPV on a semi-annual basis. SPV shall make periodic 
distributions to the Investors equivalent to the Ijarah rentals received from the Company.

Step 4

Upon maturity or event of default, the Company shall purchase the Assets from the SPV and the principal 
amount will be repaid to the Investors. 

Step 5

A special purpose vehicle (“SPV”) shall be incorporated. The SPV shall execute a purchase agreement with 
the related company in the GCC (the “Company”), under which the Company shall sell beneficial ownership 
of  certain leasable assets (the “Assets”) to the SPV for a mutually agreed purchase price (“Purchase Price”) 
of say USD200 million.

Step 1

SPV shall issue Sukuk (Trust Certificates) to the Investors which shall evidence the latter’s undivided 
beneficial ownership of the Assets, which shall entitle the Investors to receive the Ijarah rentals and all other 
payments in relation to the Assets. The proceeds received by the SPV from the issuance and sale of the 
Sukuk will be used to pay the USD200 million payable to the Company.  

Step 2

The SPV shall lease the Assets back to the subsidiary for a specific lease term of say 5 years via the 
execution of an Ijarah Agreement. 

Step 3

Sell Assets1

USD200m2

Lease2

USD200m2

3

Periodic Distributions4Periodic Ijarah Rentals4

Purchase Undertaking

Related 
Company in  

GCC

SPV 
(Issuer)

Trustee 
(acting of behalf 
of the Investors)

4

Issue Sukuk2

3

5

Parent 
Company in  

France

Corporate Guarantee 
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Sukuk for Tesco Malaysia (guarantee from Tesco UK)
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� Institutions from abroad are increasingly tapping the deep and liquid Ringgit Sukuk market. 

� Malaysia has the second largest bond market in Asia relative to GDP

� The market is deep - The national mortgage corporation, Cagamas, implemented the largest Islamic / 
Conventional Ringgit Programme amounting RM60 billion

� Ringgit Sukuk transactions by foreign institutions in the past few months include:-

RM3,000 million

Export – Import Bank of Korea

Joint Lead Manager and 
Joint Bookrunner

2008

Multi-Currency Conventional and/or 
Islamic Medium Term Notes Programme

RM3,000 million

Industrial Bank of Korea

Joint Lead Manager and 
Joint Bookrunner

2008

Multi-Currency Conventional and/or 
Islamic Medium Term Notes Programme

RM1,000 million

Tadamun Services Berhad 
(Islamic Development Bank)

Joint Lead Manager and 
Joint Bookrunner

2008

Islamic Medium Term Notes 
Programme

� Malaysian investors have tremendous appetite for high grade issuers including sovereigns, quasi-
sovereigns and large corporates rated at least A- by an international rating agency.  

� More and more companies in the Middle East have expressed interest in the RM Sukuk market. 

� Such transactions will further enhance Malaysia’s position as the epicentre of Islamic capital market activity. 

Increasing foreign interest in the Ringgit Sukuk market
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Source: Bloomberg (ISLM <GO>) as of 17 March 2008   
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The effects of the credit crunch…

� The Ringgit Sukuk market undoubtedly took a knock this year 

� It was definitely not insulated from the effects of the credit crunch 

� Only RM14.5 billion of Sukuk was raised in the first half of 2008

� Significant decline from the first half of 2007

� Demand for infrastructure based issuance will continue to remain strong 

� Difficult for Sukuk issues across the globe to surpass the USD16 billion raised last year due to 
the adverse market conditions. 

� Ringgit and USD Sukuk market expected to regain momentum in the first quarter of 2009

What’s happening in the Sukuk market?
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2007 Global Islamic League Table 
(As at 31 December 2007)

CIMB Islamic in the Sukuk league tables..

• CIMB Islamic has consistently stayed at the top of international Sukuk league tables

2007 Domestic Islamic League Table 
(As at 31 December 2007)

Source: ISI Emerging Markets – Islamic Finance Information Service
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2007 Global Islamic League Table             
(As at 31 December 2007)

Source: Bloomberg 
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Contact Details

For enquiries, please contact:-

Nazmi Camalxaman
Manager, Global Markets Division
CIMB Islamic, London Unit
Ground Floor
27 Knightsbridge 
London SW1X 7YB

T: (020) 7201 3150
DL: (020) 7201 3164
F: (020) 7201 3151 

E: nazmi.camalxaman@cimb.com

www.cimbislamic.com


