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F. What’s Driving the Market Today?
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A. Structures of Islamic Finance
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B. Current Snapshot of Islamic Finance

• In the middle of the 1970s, growing wealth and increasing influence in the global 
economy inspired Muslims to develop a new financial system that complied with 
Islamic beliefs. 

• Today there are approximately 600 Islamic financial institutions operating around 
the world, including banks, mutual fund providers, and issuers of Takaful - Islamic 
insurance. 

• Islamic financial institutions control at least $650 billion in worldwide assets 
(estimated). 

• There are only $20 billion in Islamic equity funds comprising over 300 funds and 
only 7 Islamic ETFs (exchange-traded funds).

• There are an additional 300+ Islamic funds from various other asset classes
including, short-term trading instruments, sukuk, real estate and private equity.
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C. Products Offered

• Banking products:
Savings and current accounts (including wadi’ahs), murabaha and investment 
accounts, time deposits

• Funds:
Ijara funds, equity funds, real estate funds, commodity funds, private equity, 
hedge funds, sukuk funds, exchange-traded funds (ETFs)

• Private banking and wealth management services

• Structured products (index-linked and others)

• Takaful (Islamic insurance)

• Stock-trading and brokering services

• Derivatives (such as arboun, tawarruk, dual-wa’ad)

• What’s missing?  

• Why are assets so small compared to the overall assets in the Islamic 
finance industry?
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D. Issues with Development and Delivery

Fund company 
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Model 1 Model 2

• Shouldn’t market demand dictate new product development?

• Shouldn’t there be market research to support to new product launches?

1. Product Development
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D. Issues with Development and Delivery

Problems with these Models

� Tend not to have their own client base

• Product driven

• Designed to maximize fees

• Needs of clients are not taken into consideration
(i.e. hedge funds, private equity funds, real estate funds)

1. Product Development
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D. Issues with Development and Delivery
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2. Delivery Channels
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D. Issues with Development and Delivery

2. Delivery Channels
Growth in Assets Under Management (AUM) for Select Funds
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D. Issues with Development and Delivery

What Works:

• Offer new products to an existing 
client base

• Developing products based on client 
and market demand

• Offering a suite of complementary 
products that enhances clients’
objectives

• Third party distribution channels

• Low fees

What Doesn’t Work:

• Launching new products with no 
client base

• Developing products based on 
internal demand

• Pushing products that earn the firm 
the highest fees

• Single sales channel

• High fees
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E. Reaching Critical Mass

• Simplified Product Development
- Assess clients needs or market demand first
- Look out for client interest first (watch out for high fees)

• Opening New Delivery Channels
- Wealth managers
- Fund supermarkets
- “Open-architecture”

• Developing Core Products
- Basic market needs have not yet been met
(equity funds, ETFs, income funds, long-term savings solutions)

• Client Education
- Create new demand by educating your target market

• Tapping New Markets
- Takaful today represents greatest untapped potential in Islamic finance

Worth a 
look
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F. What’s Driving the Islamic Market Today?

• In the GCC, local and regional investments only

• Exchange traded funds (ETFs)

• Structured products based on an index

• Sukuk and sukuk funds

• Some/growing interest in commodity funds

• Growing interest for Islamic investments in developed markets

• Back to basics investing styles, nothing complex or difficult to explain; hedge funds 
and derivative-type products have never worked in Islamic finance
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www.djindexes.com

• Managing over 130,000 indexes worldwide…. and growing

• First Islamic index provider (Launched in 1999)

• First Islamic ETF selected a Dow Jones index

• First to launch a Sukuk index

• Largest Islamic index provider with over US$7 billion benchmarked against its 
Islamic indexes

Dow Jones Indexes


