
“Best Islamic Bank in Asia (2008)” – Euromoney 

“Best Islamic Finance House (2008)” – Alpha South East Asia

“Islamic Investment Bank of the Year (2007 & 2006)” – The Banker
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REAL ESTATE MARKET IN ASIA
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Occupancy costs in Asia
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Malaysian REIT’s vs Regional REIT’s
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Islamic REIT’s
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Most Expensive Real Estate in Malaysia
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Pavillion financed by Middle Eastern Capital
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Iskandar Project in South of Malaysia
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SUKUK FOR REAL ESTATE PROJECTS
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2008 Ringgit Sukuk by Economic Sector 

Note: Excludes sovereign and quasi-sovereign issues
Source: Rating Agency Malaysia (RAM) June 2008 issue
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Putrayaya – New Administrative Capital
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• Up to RM2.2 billion (MTN) Amount:

• 15 yearsTenure:

• MurabahahIslamic Principle:

• AAA by MARCRating:

• 2006Issuance Date:

• CIMB, Alliance Merchant, RHB Investment Arrangers:

• UnsecuredSecurity:

• Alamanda Shopping Mall and Menara PJHAssets:

• Development of Government offices and buildingsUse of proceeds:

• Putrajaya Holdings Sdn BhdIssuer:

• Property DevelopmentPrincipal Activity:

• CIMB Shariah CommitteeShariah Advisor:

Putrajaya Sukuk
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Putrajaya Holdings – Murabahah

Further to the Murabahah agreement, the Trustee (acting on behalf of the Noteholders) will then 
sell the Murabahah Assets back to PJH via asset sale agreements. The asset sale price represents 
the asset purchase price plus a profit margin on a deferred payment basis.

Step 3

The asset purchase price will be the amount to be disbursed.Step 2

The obligation of PJH to pay the asset sale price (on deferred payment basis) is evidenced by the 
Notes. 

Step 4 

Under the Murabahah structure, PJH and the Trustee (acting on behalf of the Noteholders) will, 
from time to time, execute asset purchase agreements under which PJH will, from time to time sell 
the relevant assets (“Murabahah Assets”) to the Trustee.

Step 1

Trustee (acting on 
behalf of Investors)

Proceeds

Sells back Murabahah Assets at asset sale price which represents the 
asset purchase price plus a profit margin

Sells Murabahah Assets at asset purchase price

Issues Notes on a deferred payment basis

Murabahah Transaction Steps 
4

3

2

1
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Indicative Terms and Conditions - Tesco
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One of the few Islamic programmes to combine both Murabahah and Musyarakah principles
• A combination of Murabahah and Ijarah have been used regularly in the Ringgit Sukuk market

• The combination allows:-

a) Tesco to opt for Murabahah as and when its tangible Shariah compliant assets grow; and

b) Tesco to enjoy tax deduction on all initial expenses (arrangement fees, legal fees, rating fees etc) incurred for this 

Sukuk issuance until the year of assessment 2010. 

4

One of the largest Ringgit Sukuk programmes in 2007
• Third largest after the RM40 billion Islamic / conventional CP/MTN programme by Cagamas Berhad and the RM7.9  

billion Islamic CP/MTN programme by MMC Corporation Berhad

3

One of the few interchangeable Islamic / Conventional CP/MTN Programmes in the world
• The world’s first combined Islamic / Conventional programme was executed in 2006 

• Less than a handful of corporate issuers have followed suit 
• The interchangeable programme allows Tesco the flexibility of simultaneously tapping both the Islamic and conventional  

bond markets interchangeably depending on, amongst others, the market conditions and investors appetite    

2

The first Sukuk by a British owned multi-national company1

One of the few international hypermarkets to tap the Sukuk markets
• Traditional issuers include those from the following industries: construction, manufacturing, energy and utilities, 

property development etc     

5

Reasons

Landmark Sukuk by Tesco…
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Musyarakah
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GROWTH OF THE RINGGIT SUKUK MARKET 
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Now Malaysian corporates prefer to issue Islamic papers..

 

2.4
5.3

0.3 1.7

7.7

15.2 16.5
14.5 14.0

28.3

35.0

14.7 14.3 13.8
15.8

23.2

18.2

9.2

22.1

14.5

9.5

20.1

0.0

5.0

10.0

15.0

20.0

25.0

30.0

35.0

40.0

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

Islamic Bonds Conventional Bonds

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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Yield differential between Islamic and Conventional papers are in the regions of 4 to 20 bps for tenures

2 to 15 years.
(Source: CIMB Fixed Income Research 2007)

Islamic Papers are More Tightly Priced
Islamic vs Conventional bonds in Malaysia
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Ø Institutions from abroad are increasingly tapping the deep and liquid Ringgit Sukuk market. 

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

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

Ø 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

Ø Malaysian investors have tremendous appetite for high grade issuers including sovereigns, quasi-
sovereigns and large corporates.  

Ø 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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Ø Islamic fund management companies are allowed to be wholly owned by foreigners;
Ø Islamic fund management companies are allowed to invest all their assets abroad;
Ø Fund management companies are given income tax exemption of all fees in respect of all fees received 

in respect of Islamic fund management activities until the year of assessment 2016; 
Ø 3 new stock broking licenses will be issued to leading stock broking companies that are able to 

intermediate orders from the Middle East; and
Ø Withholding tax on dividends received by foreign institutional investors from REIT’s will be reduced 

from 20% to 10%. For foreign and local individual REITs investors, tax rate will be reduced from 15% to 
10%.                                                            

Source 2008 and 2009 Malaysian Budgets

What next for the Islamic capital market in Malaysia?
In Malaysia, there is a drive to further develop the Islamic equity and Islamic asset management markets  

Source: Securities Commission ICM Report – July 2008

For the rest of the Far East, there’s a lot of catching up to do but the Malaysian authorities, regulators and 
banks are more than willing to assist.      
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The effects of the credit crunch…

Ø The Ringgit Sukuk market undoubtedly took a knock this year 

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

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

Ø Significant decline from the first half of 2007

Ø Demand for infrastructure based issuance will continue to remain strong 

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

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

What’s happening in the world’s largest Sukuk market?
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What’s in store for the future?
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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
CIMB Bank London
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

mailto:nazmi.camalxaman@cimb.com
http://www.cimbislamic.com

