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Executive Summary
Islamic Finance
• Principles, such as interest and time value of money, which form the cornerstone of the conventional financial system, are proscribed under
Sharia Law, thus giving rise to a Sharia compliant financial system, termed as Islamic finance
• Islamic finance majorly prohibits the charging of interest, risk bearing by one party alone, sale of uncertain items, such as insurance and the
finance of business ventures, which deal with the activities described as unholy by the Quran

Global Outlook of Islamic Finance
• Islamic finance constitutes roughly 1% of the global financial sector, and most of it is concentrated in countries with a high percentage of Muslim
population, such as Malaysia and the Middle Eastern countries
• Islamic finance is currently estimated to possess a value of USD 2.1 trillion, which is projected to rise to USD 3.4 trillion by 2018 at a CAGR of 19.7%
• Also, as the Middle Eastern countries have a highly mature oil and gas industry, which ensures that Islamic finance in these nations will receive huge
capital inflows
• Saudi Arabia is the second largest Islamic finance market with assets estimated at USD 338 billion
• Islamic finance has grown rapidly over the past decade with its banking segment systemically expanded in various regions, including the western
countries, making Islamic finance one of the fastest growing financial sectors in the world, particularly in the GCC countries
• The global Islamic population is projected to grow by 35%, by 2030, and the demand for Islamic finance services is set to increase

Islamic Finance in Saudi Arabia
• The growth in the non-oil sectors is important for maintaining the future growth of Saudi Arabia’s economy, and the country’s Islamic finance
market is among the top potential markets globally
• Saudi Arabia has the highest penetration of Islamic finance against conventional finance in the world, with 53% of its population having exposure
to Islamic finance
• Factors, such as increasing government spending, reforms initiatives, a low interest rate environment, and high liquidity, are conducive for a
vibrant Islamic debt capital market
• The government strongly believes that the role of Islamic finance is inevitable in providing the indispensable resources for multilateral banks to
accomplish the objectives of sustainable growth and progress
• The Governor of SAMA, Dr. Fahd Abdullah Al-Mubarak, has suggested that the Islamic finance tools are displaying the fast growth in financial
transactions in all Muslim countries, the international hubs, and strongly propagated the use of IDB as a mode of development
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Overview of Islamic Finance
Islamic Finance
Islam is the second most populous and the fastest growing religion in
the world, with estimated followers of 23% of the global population
(1.8 billion followers). Most adherents of Islam follow the Islamic Law,
Sharia, established by the traditional Islamic scholarship, and while
interpretations of Sharia may vary among culture, it is widely considered
to be the infallible law of God, which covers all the aspects of Islamic life,
including topics dealing with:
• Crime
• Politics
• Economics
• Marriage
• Personal laws
• Inheritance
• Personal matters, such as hygiene, diet, prayer, and fasting
Sharia law includes instructions on how a Muslim shall deal with
his finance and economic assets, and these set of instructions
have given rise to a distinct financial system for the followers of
Islam, known as Islamic finance.
The features of conventional finance, which distinguish it from the Islamic
financial system, are rooted in the concept of interest and the time value
of money, enabling the provider of capital to charge an interest and a
premium for the future value of the money – a practice proscribed by
Sharia. Islamic finance lays special emphasis on risk-sharing as opposed
to risk-transfer observed in conventional finance.
Riba implies any compensation to someone without due consideration
(does not include the time value of money) and is hence, prohibited
under Islamic finance. Riba is primarily of two types:
• Riba al-fadl. Money exchanged for money hand-to-hand, but with
differing quantities
• Riba al-nasiah. Money exchanged for money with a certain
deferment
Gharar means risk or uncertainty and comprises the sale of probable
items whose existence or characteristics are not certain. The sale
of such items, whose utility is uncertain, is believed to render trade
risky and give it the hue of gambling; therefore Muslims are prohibited
from trading in forward options or derivatives and from purchasing or
selling insurance policies (Islamic finance has its own version of Sharia
Compliant Insurance, termed as ‘Takaful’).
Therefore, while conventional finance is reliant on the concept of interest
and time value of money, besides the sale of insurances, such practices
are against the code of Sharia Law, and hence Islamic finance finds a
strong footing among the Muslim population globally.

Principles of Islamic Finance
Due to the aforementioned diktats, Sharia Law warrants the use of only
specific, tailored financial operations. Principles on which Islamic financial
instruments are based are:
Saudi Arabia – Islamic Finance Report, 2015
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• Investments must be free of interest, uncertainty, risk and gambling, as
these are considered forms of exploitation
• Investments should be made in ventures, which are in no way involved
in the activities prohibited by the Quran

Offerings under Islamic Finance
Though Riba is not permitted in Islamic finance, Sharia does not proscribe
the ownership of assets and trading. A valid trade where the seller and
buyer accept an offer, specifying the object of the sale and its price,
agreed by both the parties, is permissible, and is not categorized as Riba.
Also, in the modern context, under certain circumstances, application of
interest is acceptable, as in case of currencies, based on the guarantees
by a government to honor the stated value or based on material, such as
paper or base metals.
In terms of investments, Sharia allows investments in all the ventures, except
those involved in practices, which are specifically banned under the diktats
of Islam, such as Alcohol, Pork, Gambling, Pornography, and Weaponry.
Islamic financial products, based on the principles of Sharia, are contract
based and may be classified into three broad categories:
• Debt-like financing: These include activities, such as sales, with a
markup and deferred payment (Murabahah) or purchases with deferred
delivery of the products (Salam and Istisna’ for the basic and manufactured
products, respectively), and lease (Ijārah) with various options to buy
• PLS financing with two modalities:
– Profit sharing and loss bearing (Mudarabah), whereby the financier
provides the capital and the beneficiary provides labor and skills. Under
such an engagement, the profits are supposed to be shared, but the
losses are to be borne by the financier, who also does not have the
right to interfere in the management of the financed operation, unless
negligence, misconduct, or breach of contract can be proven
– Pure profit and loss sharing (Musharakah), whereby the two parties have
equity, like financing of the project and would share profit and loss
• Services (safe-keeping contracts (Wadi’ah)) – used for current
deposits or agency contracts (Wakalah), which are also increasingly
used for money market transactions
Some prominent and widely used entities, offered by most Islamic finance
Institutions, are outlined as follows:
Murabaha (installment sale): This is an Islamic version of the mortgage
transaction. Under this concept, in a sale, the buyer is aware of the cost
at which the seller obtained the object to be financed, and agrees to pay
a premium over the original cost. Therefore, instead of lending money to
the buyer for purchasing the item, the bank buys the item itself, only to
re-sell it to the buyer at a premium (the buyer is also allowed to pay the
bank in instalments). In such a transaction, the bank is considered not to
charge interest, but a premium on the resale of the item to the buyer, and
therefore there are no additional penalties for late payment. To protect
itself against a default, usually the banks ask for strict collateral.

Ijar (leasing): These are contracts for the sale of the right to use
an object for a specified period. The main dissimilarity between
conventional and Islamic leasing is that, in case of the latter, the lessor
should own the object for the period of the lease as opposed to the
conventional leasing, wherein it is not a necessary pre-requisite. Once
the lease is over, Sharia allows for the sale of the leased object to
the lessee at a pre-determined residual value. This clause, however, is
binding on the lessor only; the lessee may or may not agree to buy the
object at the end of the contract.
Musharaka (partnership and joint stock ownership) and
Mudaraba (PLS contracts): These are partnership financing
schemes, based on the PLS principle, usually used for the direct
financing of projects and business.
In case of Musharaka, the financing agency and the customer share
the ownership of the real estate and periodic payments made by the
customer, which consist of the following divisions:
• Rental payment for the part of the property owned by the financial
institution
• Part buy out payment of the ownership – the portion of the asset
owned by the customer keeps on increasing as long as he owns the
entire property and need not pay any rent. At this time, the contract
ends and the ownership is transferred to the customer
In case of default, both the financing agency and the borrower receive a
portion of the proceeds from the sale of the property in proportion with
each party’s current equity.
In case of Mudaraba, the depositors (the providers of the capital)
put their money into the bank’s investment account and agree to
share profits with the bank (the manager of funds). Entrepreneurs
seek finance from the depositors’ money for their businesses on the
condition that profits would be shared with the bank in a ratio mutually
agreed beforehand, but any loss shall be borne by the bank alone.
Such a participatory arrangement between the financier and borrower
reflects the Islamic view that the borrower must not be the only one to
bear the risk of failure.
Musyarakah: This is a joint venture arrangement in which the profits
are shared by the partners in an agreed proportion, which may not be
the same ratio as the investment, whereas the loss is to be shared in
proportion to the ratio of the funds invested by the respective partners.
Salam and Istisna (Islamic forwards): These are forms of trading
permitted under Sharia law.
In case of Salam, the full price of a well-defined object is paid up
front, and the object is delivered after a specified period, thus allowing
working capital for the business.

Wadiah: This is a concept, wherein the customer deposits his assets
with the bank for safety in exchange for a certain fee.
Hibah: This is a token of thanks, which the bank may pay a depositor,
as this in turn was invested by the bank. Hibah is a voluntary payment
at the bank’s discretion and is not guaranteed – the bank may or may
not pay Hibah and it is not based on a fixed rate, but depends upon the
profits made by the bank.
Wakalah: This is a contract, whereby a person asks another party to act
as his agent for a specific task while being paid a fee for his service.
Qard: These are interest free loans handed out on a goodwill basis,
where the borrower is only bound to return the principal amount at
the end of the loan period. However, the borrower may pay an extra
amount as a gift of thanks, without specifying the additional amount or
a percentage of the principal in the beginning.
Sukuk (leasing bond equivalent): These are the Islamic equivalent
of bonds, as fixed income or interest-bearing bonds are not permissible.
Sukuks are securities that comply with Sharia and its investment
principles by prohibiting the charging or paying of interest, while
financial assets that comply with the Islamic law can be classified
according to their tradability in the secondary markets.
Takaful (insurance): A version of Sharia compliant insurance, based on
Islamic religious law, establishes it as the responsibility of individuals to
cooperate and protect each other, whereby members contribute money
into a pooling system to guarantee each other against loss or damage.
IFIs operate in both, the commercial as well as the retail sectors, offering
a range of products compliant with the principles of Sharia. Their products
overlap with the conventional banking sector and include:
• Deposits
• Safe deposit lockers
• Lease purchase arrangements
• Financing capital
• Venture capital
• Mutual funds
• Equity and equity-based securities
• Many banks also offer Islamic charge and debit cards, despite some
Islamic scholars disapproving them. Unlike the standard cards, these
are linked to personal lines of credit, and thus users are essentially
borrowing from themselves and not the issuing bank, while the banks
make money by charging service fees.

In case of Istisna, payments are allowed to be made in installments,
for objects that did not exist, but are being constructed, like a building
or a bridge.
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Regulations in Islamic Finance
IFSB is a global organization that issues guiding principles and standards within the banking, insurance, and capital market sectors to promote
stability in the Islamic financial services industry. Based in Kuala Lumpur, Malaysia, since its inception in 2003, IFSB issues Sharia-compliant
standards and principles in the areas of capital adequacy, corporate governance, risk management, transparency, among others.
On the other hand, institutions that offer IB products and services (IBS banks) are required to establish a SSB for supervisory and consultative
functions, so as to ensure that the operations and activities comply with Sharia principles.
SSBs comprise of at least three Sharia scholars who have specialized knowledge of the Islamic laws for transacting, apart from being knowledgeable
about modern business, finance, economics, and the law system within which their Islamic bank operates.
International standardization bodies do not possess any formal authority through the law. Rather, they frame broad standards and guidelines that
can be appropriately adapted to suit different financial institutions. They encourage the adoption of approaches and standards common to all
Islamic Finance Institutes, without an attempt at detailed synchronization of the practices adopted on the various member countries.
In Saudi Arabia, there are two authorities responsible for the regulation and supervision of IB and financial activities, cooperative insurance
(Takaful), and Islamic Sukuk. These authorities are SAMA and CMA.
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Overview of Global Islamic Finance
Outlook of the Industry
Islamic finance represents ~1% of the global finance market. The Middle Eastern countries along with Malaysia constitute the bulk of the Islamic
finance market, owing to the high percentage of the Islamic population in these demographics.

Size of the Islamic Finance Market (USD Billion)
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The size of the Islamic finance market, at the end of 2014, is estimated to range from USD 1.7 to 2.1 trillion and is expected to rise to USD 3.4–3.7
trillion by 2018 at a CAGR of ~19.7%. The global Islamic finance industry has witnessed a remarkable growth trajectory in the past decade, with
total assets currently estimated at USD 2.1 trillion, triple the amount in 2005. The industry’s assets are estimated to be worth USD1.87 trillion at
the end of the first half of 2014, having grown from USD 1.7 trillion at the end of 2013.
Islamic finance’s entire assets form only a fraction of the global financial industry (representing 1% of the global financial industry), but Islamic
finance is growing at a rate of ~8 times its conventional counterpart. Almost all the countries, where Islamic finance thrives belong to the category
of the emerging and developing economies, are expected to grow significantly in the coming years. Thus, it is evident that Islamic finance would
grow manifold in the future. Also, the widespread acceptance that Islamic finance is gaining in various western countries, such as the UK,
Switzerland, Canada, and the US, among others helps it to cause a great deal. The western financial institutions have begun to realize the potency
of this sector, and therefore have shown a great deal of interest in catering to this industry.
Overall, Islamic finance assets are heavily concentrated in the Middle East and Asia, although their reach is expanding. The GCC region accounts
for the largest proportion of Islamic financial assets, as the sector is all set to gain mainstream status in most of its member nations; the region
represents 37.6% of the total global Islamic financial assets. The MENA region (excluding GCC) ranks a close second, with a 34.4% share, boosted
by Iran’s fully Sharīʿah-compliant banking sector. Asia ranks third, accounting for a 22.4% share in the global total, largely due to the Malaysian
Islamic finance market.
Breakdown of Islamic Finance Segments by Region (USD Billion, H1 2014)
Region

Banking Assets

Sukuk Outstanding

Islamic Funds Assets

Takaful Contributions

Asia

203.8

188.4

23.2

3.9

GCC

564.2

95.5

33.5

9.0

MENA (excluding GCC)

633.7

0.1

0.3

7.7

Sub-Saharan Africa

20.1

1.3

1.8

0.6

Others

54.4

9.4

17.0

0.3

Total

1476.2

294.7

75.8

21.4

Source: Bloomberg, Zawya
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Snapshot of the Islamic Finance Industry – 2013
Country

Islamic Finance
Assets
(million USD)

IFIs

IB Assets
(million USD)

Global

Takaful Assets
(million USD)

Disclosed CSR
Funds
(million USD)

1,657,998

993

1,214,274

27,840

388

Malaysia

423,285

76

170,280

8,596

31

Saudi Arabia

338,106

99

264,345

11,045

74

Iran

323,300

54

319,008

4,206

6

UAE

140,289

73

113,102

1,905

85

Kuwait

92,403

92

82,911

122

23

Qatar

81,027

38

59,047

517

–

Bahrain

64,644

57

59,807

534

47

Turkey

51,161

5

44,730

–

–

Indonesia

35,629

78

19,169

417

36

Bangladesh

18,938

38

18,676

220

13

Pakistan

14,647

54

9,605

94

4

Egypt

12,086

26

11,499

–

–

Sudan

8,034

44

7,904

–

–

Jordan

7,430

12

7,052

96

33

Switzerland

6,575

3

–

–

–

Islamic Finance Market Size By Country – 2014 (USD Billion)
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Malaysia
Saudi Arabia
Iran
UAE
Kuwait
Qatar
Bahrain
Turkey
Indonesia
Bangladesh
Pakistan
Egypt
Sudan
Jordan
Switzerland

380
350
323
140
100
81
65
51
36
19
15
12
8
7
7

Despite the growth, Islamic finance assets are still concentrated in GCC countries, Iran, and Malaysia, owing to its large Muslim population and
that is where most of the future demand lies as well.
Based on its present and projected economic growth and size, population, and strategic importance for global business, 25 countries fall in the
category of RGMs, which are expected to drive the economic growth of the world in the future.

QISMUT Countries
The RGMs include six countries denoted by QISMUT, which are the most important drivers of the development of Islamic finance. The QISMUT
countries are Muslim majority nations, with a large number of people inclined toward Islamic finance.
The QISMUT countries constitute the emerging and developing economies, which are pegged to be the major drivers of Islamic finance in the
future. At present, the QISMUT nations account for 78% of the world’s Islamic finance assets.
More than 67% of the customers (38 million) of the world’s Islamic banks live in QISMUT countries, making them important drivers of the growth
in Islamic finance. At present, the QISMUT nations account for 78% of the world’s Islamic finance assets. Islamic finance assets, in the QISMUT
countries, were valued at USD 2,100 billion in 2014 and are projected to grow at an average rate of 19.7% per annum until 2018. At this rate,
Islamic financial assets in the QISMUT countries would exceed USD 1.6 trillion by 2018.
Strategies of these governments include the introduction of legislation and tax reforms, which are compatible with and encourage the growth of
Islamic finance, such as the reduction of cost of issuing and managing Islamic financial products, particularly Sukuk.
Saudi Arabia presently holds one-third of the Islamic finance market among these countries and is second only to Malaysia. This goes to show the
pivotal position that Saudi Arabia holds in the sphere of Islamic finance.

Islamic Finance Share among QISMUT Countries – 2014

Turkey

4.78%

Qatar

7.58%

Saudi
Arabia

31.61%

Malaysia

UAE

39.58%

13.11%
Indonesia

3.33%

Source: Nomura Institute of Capital Markets Research
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Sectorial Composition of Islamic Finance
Islamic finance, in the broader sense, consists of various sectors, namely:

Sectorial Composition of Islamic Finance – 2014

Islamic Banking

SUKUK

Islamic Funds

78%

16%

4%

Takaful

Other Services

1%

1%

Source: State of the Global Islamic Economy 2014–2015 by Thomson & Reuters

IB
Sukuk – the Islamic version of bonds
Islamic funds
Takaful – the Islamic alternative for insurance
Others, such as microfinance, leasing, equities, and investments
IB forms the lion’s share of the industry, with ~80% ownership of the sector’s assets. A distant second is Sukuk, occupying not more than 16% of
the industry value, followed by Islamic funds, Takaful, and other services, constituting 4%, 1%, and 1%, share, respectively.
The breakdown of the global Islamic finance industry by category, for 2014, is as follows:
• USD 1,634 billion in banking
• USD 21 billion in Takaful
• USD 336 billion in Sukuk (bonds) outstanding
• USD 85 billion in funds
• USD 20.5 billion for other services
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Islamic funds and Sukuks led the growth with 14% and
11%, respectively, Y-o-Y at the end of 2014, whereas
banking experienced a 5% drop in its assets, though it
still continues to dominate the sector.
The banking sector is the largest segment of the
global Islamic finance industry, with assets in Islamic
banks, subsidiaries, and windows, amounting to
~USD 1.48 trillion as of H1 2014. This sector has
expanded at a CAGR of 16.89% between 2008
and 2013, and grew by 16% Y-o-Y in 2013. In
comparison, the assets of the top 1,000 global banks
grew by only 4.9% in 2012 and 0.6% in 2013.
The Sukūk market has overtaken the banking
sector as the most rapidly expanding Islamic finance
sector over the last few years. The global Sukūk
outstanding volume has expanded at a CAGR of
20.8% between 2008 and 2013 and stood at USD
294.7 billion at the end of Q3 2014. In 2014 alone,
the UK (USD 308 million), Luxembourg (USD 220
million), the Emirate of Sharjah (USD 750 million),
Senegal (USD 170 million issuance), Hong Kong
(USD 1 billion), and South Africa (USD 500 million)
have all entered the Sukūk market.

According to IFSB, the Saudi IB sector covers
51.3% of the total domestic banking assets
while holding an 18.6% share of the global
IB assets in H1 2014. In Malaysia, IB assets
represent 21.9% of the domestic banking sector,
while accounting for 9.6% of the global IB
assets. The UAE has 17.4% of its total domestic
banking sector assets in the IB system and
represents nearly 7.4% of the global IB assets.
Bangladesh’s IB sector accounts for 17% of
its domestic banking assets. The shares of IB
of the total domestic banking sector for other
important markets are as follows: Brunei, 41%;
Kuwait, 38%; Yemen, 27.4%; and Qatar, 25.1%.

In spite of the impressive double-digit growth rates, the Takaful sector remains a small segment of the global Islamic finance industry as of
H1 2014. Considering a Y-o-Y basis, the overall growth in global Takāful contribution witnessed a slowdown from 2010 to 2011 and gradually
registered an increase on Y-o-Y growth thereafter.
Other services include leasing, equity markets, investment funds, and microfinance and form just a fraction of the total Islamic finance industry.

The Expanding Global Footprint of Islamic Finance
There are more than 990 IFIs operating in over 75 nations, while Islamic finance has grown rapidly over the past decade with its banking segment,
systemically expanded in various regions, including the western countries, making Islamic finance one of the fastest growing financial sectors in
the world, particularly in GCC countries.
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In 2014, regulatory developments in the IB sector took place in Afghanistan, Azerbaijan, Morocco, Tajikistan, Uganda, among others. Similarly, the
Sukūk sector was of much interest to the stakeholder in 2014, with the primary sovereign Sukūk market opening up in the Maldives, Senegal, South
Africa, and the Emirate of Sharjah, as well as sovereign debuts by conventional financial centers, such as Luxembourg, Hong Kong, and the UK.
Developments elsewhere will be highly dependent on regulatory initiatives, clarity on legal aspects, and sustained policy support by the policymakers,
particularly in nascent markets.
The Islamic finance industry is increasingly establishing its significance in key traditional markets, mainly concentrated in the GCC and selected
countries in Asia. Apart from Iran and Sudan, which operate fully Sharia-compliant banking systems, IB has now achieved significant importance in
seven other countries as of H1 2014, namely Brunei, Kuwait, Malaysia, Qatar, Saudi Arabia, the UAE, and Yemen. These markets operate an Islamic
finance sector alongside the conventional finance sector, and have achieved at least 15% market share of total banking assets for their IB and/or hold
more than 5% of the total global IB assets. Moreover, Bahrain, Bangladesh, Jordan, Pakistan, and Turkey are witnessing swift growth. Based on the
growth rates of these markets and their current domestic IB presence, Islamic finance may gain systemic importance in these nations. Their growth
has been driven by various efforts and regulatory support extended by their respective government agencies and regulatory bodies, including the
formulation and implementation of strategic road maps that aim to achieve a wider market share for Islamic finance. For instance, Pakistan’s central
bank and State Bank of Pakistan have launched the Strategic Plan – IB Industry of Pakistan, which aims to increase the domestic IB market share to
20% by 2018, up from 9.8% as of H1 2014.
The government of Pakistan had also constituted a Steering Committee for the Promotion of Islamic Finance back in December 2013. The Steering
Committee is working on strategic areas, including legal, regulatory and taxation reforms, liquidity management, Islamic capital market, and capacity
building. Moreover, the government and other corporate institutions have begun to tap the local and international Sukūk markets to raise the required
funds. Similarly, the government of Turkey has strongly supported the development of the Islamic finance sector and aims to increase its market share
to 15% by 2023, up from 5.7% in H1 2014.
In Turkey, three state-run banks have received approval to establish separate IB units, to offer Sharia-compliant financial services. These banks are
among the largest in the country and would most definitely expand the use of Islamic financial services in the country. In the Eurozone, there are
plans to establish the region’s first full-fledged Islamic bank in Luxembourg, offering Sharia-compliant retail, corporate and private banking services,
with further plans to open branches in Belgium, France, Germany, and the Netherlands. In addition, a Turkey-based Islamic bank has applied for an IB
license in Germany. Overall, global IB assets are estimated to amount to ~USD 1.56 trillion by the end of 2014.
Islamic finance is also steadily gaining ground in the global financial scenario. In 2014 alone, a number of non-Muslim jurisdictions, namely the
UK, Hong Kong, South Africa, and Luxembourg, introduced sovereign Sukuk, which was met by overwhelming demand, providing evidence that
Islamic assets can serve both Muslims and non-Muslims alike. Those who wish to gain less volatile and more secure assets or make SRI and
ethical investments can more easily access these products, irrespective of their religious beliefs.
Islamic finance is projected to continue expansion as a result of the economic growth in countries with large and relatively unbanked Muslim
population. The demand for Islamic finance services is constantly on the rise, due to growing Muslim population in South America, Africa, Asia, and
Middle East countries, especially in Asia and Africa, which currently account for over 95% of the world’s Islamic population, while the global Islamic
population is projected to grow by 35% until 2030. It is also aided by the fact that large savings have been accumulated by many oil-exporting
countries and are now seeking to invest in Sharia-compliant financial products. Islamic finance is also gaining ground in North America and
Europe, with banking assets reaching USD 59.8 billion and total assets, amounting to USD 71.6 billion in 2013, reflecting the industry’s success
in transcending barriers to gain greater market share in new areas.
Based on the data available, on the growth of Islamic Business & Finance in different parts of the world, and extensive research undertaken to
construct the Islamic Finance Country Index, this year’s Global Islamic Finance Report expects that by 2020, there will be at least six countries in
the world – Brunei Darussalam, Saudi Arabia, Kuwait, Qatar, Malaysia, and the UAE, where Islamic finance will attain a market share of 50% of
the total financial sector. These six countries are apart from Islamic Republic of Iran and Sudan, which claim to have full-fledged Islamic financial
systems already in use.
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Islamic Finance in Saudi Arabia
Macro-economic Overview
The economy is heavily dependent on the oil sector, and the North American shale boom along with the resurgence of oil refining in Libya, and Iraq
coupled with the recent plunge in the crude oil prices may lead to slower growth for the Saudi Arabian economy. The reduced oil prices weigh on
the economic activity to some degree, but the government strives hard to support the local economy.
2015 is expected to be particularly more optimistic than 2014, as the 13th Islamic month automatically pushes public spending higher than usual,
and the government has promised two bonus months of public sector salaries.

Percentage of Total GDP

Share of GDP by Sector
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Source: Central Department of Statistics & Information(CDSI)-Saudi Arabia

Islamic Finance Market
Saudi Arabia has total Islamic financial assets, amounting to 338 billion, which is the second only to Malaysia.
Islamic finance accounts for more than 50% of the domestic financial market, the lion’s share of which is held as Islamic bank assets. The Saudi
Arabian Islamic finance market is more penetrated in comparison with its GCC or Malaysian counterparts. Although, Bahrain and the UAE have
made strong advances in the sphere of investment banking, Saudi Arabia is rapidly catching up, in terms of project finance and Sukuk. In the
personal banking field, it is already ahead of its counterparts, in terms of the percentage of total business done under Islamic structures – with
more than 90% of personal banking business in Saudi Arabia being Sharia-compliant. Islamic finance, as a whole, accounts for more than 50%
of the domestic financial market, and the majority of that is accounted by Islamic bank assets.
A depiction of the development Islamic finance market’s infrastructure and its future potential among GCC is as follows:
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Islamic Finance Penetration in KSA – 2014
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The primary drivers of domestic Islamic finance are the oil sector and the country’s large Muslim population of over 29 million.
The oil industry is the country’s biggest economic strength, and its profits, in this sector, would reflect directly in the Islamic financial industry, as
higher income would guarantee more funds to be deposited in Islamic banks, more insurance to be bought, more investment to be made (Sukuk).
Also, the fact that Saudi Arabia’s population is almost Muslim helps it gain an advantage in the Islamic financial sector, as it is perceived to comply
with the religion of the land.
The government initiatives promote the issuance of Sukuk along with a rise in domestic investments, thus improving infrastructure and further
strengthening the country’s economic growth, and a stronger economy fosters a strong financial sector.

Breakdown of Saudi Arabia's Islamic Finance Market – 2014
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To assure the future growth of the Islamic finance market, Saudi Arabia is focusing on three main areas, in addition to the activity
by Islamic banks, project finance, Islamic asset management, and Islamic SRI.
Major recent examples of project finance include a USD 2 billion Sukuk issuance to finance a renewable energy project by the Polysilicon Technology
Company. Various other domestic infrastructure projects are also expected to foster the future growth, particularly in the Sukuk market.
Saudi Arabia has the world’s second largest market for Islamic asset management after Malaysia, with ~USD 12 billion worth of sharia-compliant
assets under management.
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Saudi Arabia has an eye on Islamic finance in the country’s future, which is evident from the fact that seven universities and 25 educational
institutions offer a specialized education in Islamic finance. Saudi Arabia is an important market for global Islamic finance and given the future
potential of Islamic finance, the involvement by IFIs in non-oil sectors (including retail and project finance) and the standardization and/or
compliance monitoring of Islamic financial products and services along with governance reforms are the critical conditions for sound growth.
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The banking sector, as a whole, had not been prominent until 10 years ago, partially due to the stringent laws, prohibiting the international banks
setting up independent operations. The regulations were introduced in 1970s, when the banking sector was nationalized, and the rules were
relaxed only three decades later, due to Saudi Arabia’s desire to join the WTO. The first foreign bank (Deutsche Bank) to be granted a license from
the SAMA to open a branch was in 2003. Since then, a number of international players entered the Saudi market, including HSBC, BNP Paribas,
Kuwait National Bank, State Bank of India, National Bank of Pakistan, and JP Morgan.

Global Share of Islamic Banking – 2015
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While originally local financial institutions offering Islamic products and services were perceived to be more tuned to the local customers’ needs,
foreign banks began entering the Sharia-compliant finance territory by opening dedicated Islamic windows. However, the majority of domestic
financial institutions successfully stood their ground, Al Jazira bank being one of the most eminent examples.
Today, most of the banks offer Shari’a-compliant financial products and along with the growth of the domestic IB market, major Saudi banks have
been gaining a strong foothold in the international arena (SABB is now incorporated under the HSBC Amanah umbrella; Samba Financial group
became the first Saudi bank to open a branch in the UAE along with an office in the UK and a subsidiary in Pakistan, Crescent Commercial Bank
Ltd.; RJHJ, already a household name in Saudi Arabia, has an established presence in Malaysia; International banking is high on RIBL’s agenda,
with its branches strategically located in the UK, the US, and Singapore). Hence, conventional and Islamic banks operate simultaneously in Saudi
Arabia and conventional banks are also allowed to operate Islamic windows. The world’s largest Islamic bank, based on assets, Al-Rajhi, and IDB
are both based in Saudi Arabia. The major players in the IB Space of Saudi Arabia are:
• RJHI is the largest IB not only in Saudi Arabia, but also in the world. The bank was established in 1957 as a Saudi fully paid capital standing at
100%. The bank has the largest branch network distributed throughout Saudi Arabia and the largest (ATM) network. It also operates outside Saudi
Arabia in Malaysia, Kuwait, and Jordan. The bank offers a variety of Islamic products, such as trading, Istisna’a, Ijara, Murabaha, among others
• ANB is one of the top 10 banks in the Middle East. The bank was established in 1979. ANB offers a full range of domestic and international
commercial and Islamic products and services to the retail and corporate sectors. Moreover, the bank also provides a consultancy and investment,
mutual funds and assets management, local and international equity trading, foreign exchange, and treasury services. ANB operates through a
network of 139 local branches and one international branch in London
• BSFR is a Saudi Arabian joint stock company established in 1977. The bank is affiliated with Credit Agricole Corporate and Investment Bank that
hold 31%. Credit Agricole CIB is a fully fledged member of the Crédit Agricole Group, the second largest bank in France, and seventh among
the banks of the Euroland by total equity. The main objective of this bank is to provide all the types of commercial banks to both international
and domestic customers, in addition to the offer of Islamic products, approved by an independent legal panel. The bank is operating through 77
branches in Saudi Arabia and more 300 ATMs
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• RIBL is a Saudi joint stock company. It was founded in 1957 as a full
service commercial bank. The bank makes its activities through four
divisions, including personal, corporate, treasury, and international
banking. RIBL has been operating within 216 branches and 2,435
ATMs throughout Saudi Arabia. The bank also provides non-interestbased banking products through IB, which is approved by independent
Shari’a board established by the bank. The Islamic products provided
by the bank are Murabaha, Tawaraq, Istisna’a, and Ijara. In addition,
the bank moves to serve the international banking needs of its clients
by establishing a full-fledged branch in London, an agency office
in Houston, Texas, and a representative office in Singapore. Above
of that, the bank continues mobilizing to serve the banking needs
of high net worth clients by establishing Golden Service Centers
within its selected branch locations. It offers a complete range of
investment products and services to its clients, including local and
international brokerage
• Samba Financial Group is a leading financial service in Saudi Arabia.
It was known as a Saudi American Bank. Samba was formed in
1980, when all the foreign banks were required to sell the majority
equity to Saudi nationals. The objective of this bank is to provide
a full range of banking and related services, in addition to offering
Islamic products, approved by the Shari’a advisory board. Samba
was the first bank to offer priority banking (Gold and diamond), phone
banking, cash deposit through ATMs, speed cash remittance service,
and automated signature verification
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• S audi Arabian British Bank is a Saudi joint stock company established
in 1978. SABB is an associated company with HSBC, one of the
world largest banking and financial service organizations with over
10,000 offices in 83 countries. HSBC holds 40% ownership. The main
objective of this bank is to provide a full financial service through its
ranges of banking services, including personal, commercial, corporate,
private and IB, investment, treasury, and trade services. SABB operates
through a network of 72 branches located in Saudi Arabia
• S audi Hollandi Bank was the first bank operating in Saudi Arabia in 1926. It
was known as “The Netherlands Trading Society”, the bank was operating
out of one office in Jeddah. The main business of the bank is to provide
financial services to pilgrims from Indonesia. In 1928, the bank was the
only bank in Saudi Arabia. Thus, it acted as a central bank for the Saudi
government by keeping gold reserves and receiving oil revenue. In 1969,
ABN bank was one of the first foreign banks to implement the initiatives
set forth by the SAMA and became the model for other foreign banks
in Saudi Arabia. With more than 80 years of experience, the bank could
continue its expansion and growth by providing technical innovation, such
as automated Teller Cash Recycling machines. The main activity areas
include corporate banking, treasury, and personal banking, in addition to
offering Islamic products

Assets' Share among Banks
in Saudi Arabia – 2014

Deposits' Share among Banks
in KSA – 2014
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Saudi Arabia’s IB assets have grown by 13.4% to a value of USD 264 billion over the past decade. The increase was mostly driven by Islamic
windows of conventional banks, which increased their investments in the sharia-compliant space. The size of IB assets has nearly doubled from
2009 to 2013 while it is fast becoming the dominant banking system in Saudi Arabia. By 2019, as much as 70% of the sector is expected to be
held by IB. A major driver of this growth would be the large unbanked population in the country – 24.1% of adults (aged 15+) have no bank
account, due to religious reasons.
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Saudi Arabia's Total Banking Assets
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IB and conventional banking assets have shown a Y-o-Y growth of 17% and 2%, respectively. From 2008 to 2012, the average growth rate for IB
assets has raised by 11%, 3.6 times that of conventional banks in the same period.
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The Y-o-Y growth of IB financial assets and conventional banking has posted 15% and 7%, respectively.
The Saudi IB sector represents 51.3% of the total domestic banking assets while accounting for 18.6% of the global IB assets in H1 2014.
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Sukuk
Globally, the two main regions for Sukuk issuance are Asia (particularly, Malaysia) and GCC countries (comprising Bahrain, Kuwait, Oman, Qatar,
Saudi Arabia, and the UAE). Traditionally, financial institutions, in the UAE and Saudi Arabia, have led Sukuk issuance in the Gulf, with sporadic
issues from Qatar. The UAE and Saudi Arabia continue to lead Sukuk issuance and it is expected that the relatively strong investment and GDP
growth in these countries would be maintained in the near future.
Saudi Arabia’s Sukuk market is the largest among GCC countries and has emerged as a key player, with issuances touching an all-time high of
USD 15.2 billion in 2013. The infrastructure sector was the primary contributor to Sukuk issuance and accounted for the largest amount raised
in 2013. Growing capital needs in the infrastructure sector continue to offer strong opportunities for Sukuk in Saudi Arabia and GCC overall. The
banks in Saudi Arabia are projected to maintain double-digit credit growth, which could add further support for Sukuk issuance.
Factors, such as increased government spending, reform initiatives, low interest rates, and high liquidity, are conducive for a vibrant Islamic debt
capital market. Also, with investors shunning equity during the past few years, due to volatility, equity capital raising activity had drastically slowed
down over the last three years; and therefore, corporates are now increasingly tapping the debt market, especially Sukuk, to fund expansion plans.
In addition, a low interest rate regime has reduced the attractiveness of conventional deposits against the alluring investment alternative of Sukuk.
Subdued stock market performance and low interest rates on deposits are driving the demand for Sukuk.

Distribution of Global Sukuk Issuance (Q3 2014)
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Sukuk Outlook among Market Leaders (USD Million) – 2013
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Saudi Arabia’s domestic Sukuk market is relatively new, with infrequent issuances in the initial years. The market was steady during 2008–2011, with
3–4 issuances/annum totaling around USD 2 billion. In 2012, the market grew rapidly, with 10 Sukuk issuances with an aggregate value of USD 6.7
billion. This trend continued in 2013 and 2014. Saudi Arabia issued Sukuk totaling close to USD 15.2 billion in 2013, ranking it the second among the
QISMUT countries. Saudi Arabia’s total Sukuk outstanding in 2014 stood at close to USD 50 billion, up by ~35% from USD 36.4 billion in 2013.
The prominent demand and supply drivers of Sukuk in Saudi Arabia are as follows:
• Alternative source of funding for issuers: Sukuk have emerged as an attractive alternative source of funding for issuers, as corporates are
increasingly looking at Sukuk for funding their capital requirements along with bank lending, which has been the traditional source of funding.
Further, owing to limited issuance and high demand from investors, issuers tend to benefit using attractive pricing
• Attractive Sharia-compliant investment option: Following the global credit crisis, interest rates had fallen drastically in the developed
economies, and equity market sentiment has been weak ever since. Also, post the crisis, Gulf states have become more skeptical of investing in
the West – where they traditionally deposited most of their proceeds from the oil industry. All these factors have created a favorable environment
for fixed income securities, including Sukuk. Another significant factor is the adoption of Basel II and III framework, which has made it mandatory
for the banks to shore up their capital base. Given the attractive propositions that Sukuk offer banks and other financial institutions would be
encouraged to increase their exposure to Sukuk, thereby increasing demand
• Increasing infrastructure and industrial investments: Financing of projects using Sukuk is one of the key drivers of the market’s growth
• Banks’ inclination to lend mostly for the short term
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Saudi Arabia's Sukuk Breakdown by Structure – 2013
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Different structures have been used over the years, with Investment Sukuk and Mudharabah being the most prominent, each accounting for
~30% of Sukuk issued so far. Prior to 2011, Investment Sukuk was the most popular structure among the issuers. Recently, issuers have started
preferring the Mudharabah-based structure. Although the number of corporate Sukuk issued has exceeded that of sovereign Sukuk in the recent
years, the cumulative issuance amount of sovereign Sukuk is greater than that of corporate Sukuk.

Saudi Arabia's Sukuk Breakdown by Listing – 2013
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In terms of listing, domestic issuers have preferred private placements rather than public issuances, with roughly a third of issuances listed on
Saudi Arabia’s stock exchange, Tadawul. Prior to 2011, there were more public issuances, with 50% of Sukuk being listed.
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Takaful and Other Services

Global Takaful Contribution by Region* – 2014
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Saudi Arabia accounts for nearly half (48%) of the global Takaful contributions and within the Gulf region, it accounts for 77% of the total gross
Takaful contribution, followed by the UAE, which accounts for 15%. The rest of the Gulf accounts for just 8% of gross Takaful contributions.
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Saudi Arabia will likely remain the core market of Islamic insurance business, commanding approximately half (48%) of the global contributions, while
the UAE, Qatar, and more recently, Oman, continue to set the pace for the development of Takaful products in the Middle East and West Asian markets.
Saudi Arabia, being the largest market for Islamic Insurance, has made regulatory changes for higher reserve ratios, and the adoption of actuarial pricing
has impacted the financial results of the motor and health Takaful segments. However, new regulations, such as those making insurance obligatory for
government vehicles, as well as compulsory TPL insurance for high-risk public premises may help to boost the market in the medium term.
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Takaful is the main type of insurance in Saudi Arabia, wherein health
insurance forms the major chunk of the market at 51% (2013), which
is increasing after the government made health insurance mandatory
for all nationals. Health insurance is considered to be the fastest
growing segment of the insurance industry, with a five-year CAGR of
21% as of 2013. P&S contributed a mere 3.3% to the total GWP as
compared to 51% contributed by the health insurance segment as of
2013. The motor insurance segment has also been growing steadily.
The life insurance market is still immature, but is expected to be
more competitive in the near future, while the reinsurance sector has
seen growth in the recent years.
In the case of Islamic funds, while developments in Asia may be
driving regulation and innovation in the sector, markets in the GCC
are shaping the sector in different ways. Notably, the total volume of
funds in the region is growing exponentially. Of the top 20 Islamic
funds by asset size, as of December 2013, 10 were domiciled in
Saudi Arabia, according to the MIFC.
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“The insurance industry in Saudi Arabia
consists of health insurance, general
insurance & protection, and savings
insurance (P&S). The general insurance
is further split into seven segments
– accidents and liabilities, motor,
property/fire, marine, aviation, energy,
and engineering.”

Governance and Regulations
Islamic finance has a modern history of about 40 years, starting with the establishment of IDB in 1975. Its development since then has primarily
been driven by the introduction of Islamic financial services by conventional banks, however, and no regulatory regime designed specifically for
Islamic finance has been put together.
Financial regulations have been introduced by the two government bodies, SAMA and CMA. Both the agencies have the authority to implement the
Islamic financial regulations proposed by the IFSB, but their responsibilities do not include monitoring the sharia compliance of Islamic financial
services and products offered by domestic banks.
The SAMA was established in October 1952 as the central bank of Saudi Arabia. It is governed by a board of directors, headed by a Governor,
Deputy Governor, and three members, appointed by the King for 4 years. There is no independent central Sharia board in Saudi Arabia to regulate
and supervise IB and financial activities. Currently, SAMA regulates and supervises IFIs that conduct banking and financial activities side-by-side
with conventional commercial banking businesses. Its functions include minting and issuing the national currency (the Saudi Riyal).
It also includes:
• Strengthening the currency’s cover
• Supervising commercial banks and exchange dealers, including IFIs
• Supervising cooperative insurance companies and the self-employment professions relating to insurance activity
• Supervising finance companies
• Supervising credit information companies
• Managing the Kingdom’s foreign exchange reserves
• Promoting the growth of the financial system
• Ensuring its soundness and operating a number of cross-bank electronic financial systems, such as Tadawul, SPAN, SARIE, MAQASA, and SADAD
The CMA was established in July 2003, to regulate and develop the capital markets activities in Saudi Arabia. The CMA is as an independent
authority directly linked with the Prime Minister, and it enjoys financial and administrative autonomy. It is governed by a board of five full-time
members appointed by the King. The functions of the CMA are to regulate and develop the Saudi Capital Market by issuing the required regulations
and rules for implementing the provisions of CML. In addition, the CMA regulates the issuance, monitoring, and dealing of Securities, including the
issuance of Sukuk. It also regulates and monitors the work and activities of parties subject to the control and supervision of the authority.
The sharia compliance of Islamic financial products is verified by each bank’s internal sharia board. All Islamic banks have sharia boards, the
members of which are chosen by the banks’ Board of Directors. The majority (about 90%) of sharia board members is specialists in Islamic law,
and relatively few have expertise in financial law or economics. Neither the ability to speak a foreign language nor experience in the banking
industry is the condition for selection. This has blocked the standardization of Islamic finance, and because each bank offers Islamic financial
products, based on decisions made by its own sharia board, in some cases, an Islamic financial product approved by one bank may not be
approved by other banks/customers.
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Development in Islamic Finance
It is predicted that Saudi Arabia will have its financial sector, predominantly, Sharia compliant, by 2020. If Brunei Darussalam has not already
achieved the milestone by then, Saudi Arabia would become the first country to have Islamic finance from the bulk of the finance sector in the
country.
Saudi commercial organizations are displaying a rising interest in the broader Islamic financial market. Al Bayan Group, an IT and Communications
company, issued a Malaysian ringgit Sukuk, which gives it exposure to both the Middle Eastern and Far Eastern markets. Saudi Electricity Company
issued USD 1 billion worth of Sukuk certificates, one part due in 2023 and the next amount due in 2043. The latter transaction represents the
first international 30-year Sukuk issuance. The slow but steady resurrection of the global economy is encouraging institutions to return to capital
markets.
The Saudi real-estate developer Dar Al Arkan returned to the debt markets after more than three years by issuing an Islamic bond to take
advantage of low borrowing costs to finance future growth. The company plans to raise at least USD 500 million from the five-year Sukuk raised
in 2010. It was the first ever Sukuk from a Saudi entity available to investors in the US. However, due to setbacks in the regional property market
and Dubai’s credit crisis, market sentiment in the region has been negative, and the recovery in the property sector and rising demand for regional
debt has lowered funding costs. Additionally, Saudi Arabia is investing heavily into infrastructure projects and is in the process of renovating many
of its airports to cater for the growing passenger traffic, particularly during the Hajj season. In June, the General Authority for Civil Aviation picked
three Saudi Arabian banks to arrange a Sukuk to fund the work to be done on the airports.
Corporate Sukuks are also witnessing a growing popularity in Saudi Arabia. Almarai company, the largest integrated consumer food producer in
the Middle East, issued a hybrid Sukuk for USD 453.2 million, and this is the first hybrid Sukuk undertaken by a non-bank corporate in the Gulf
region and is the first hybrid Sukuk to have origins in Saudi Arabia.
Saudi Arabia has the largest insurance market within the GCC, but its growth rate has slowed down significantly. Insurance companies have posted
falling levels of profit and as matures further, Takaful companies have to be careful with their strategies to increase the market share in Saudi Arabia.
Thus, diversification becomes all the more critical for many of the IFIs in the country. For starters, NCB Capital has launched AlAhli Global Natural
Resource Fund. With the growth of the emerging markets and increased urbanization, the demand for natural resources has risen significantly, and
thus the move by NCB Capital indicates perceptiveness and a diversification away from traditional asset classes, such as real estate. The NCB is the
largest bank in the Kingdom and is likely to convert to a full-fledged Sharia-compliant financing institution in the near future.
In February, Saudi Arabia issued final regulations on real-estate financing, leasing, and the supervision of financial companies. The government wants
to solve the housing shortage by opening up its mortgage market. The regulations outline three laws and goes into effect when regulations for the two
remaining laws are finished. The law will refurbish the Kingdom’s home-financing market and could increase residential lending to ~USD 32 billion/
annum. The changed rules would lead to the creation of private mortgage providers as well as a government company for refinancing purposes. The
Saudi Real Estate Refinancing Corp. would be responsible for issuing Islamic bonds or securities backed by mortgages or real estate.
IDB continues to be a central organization for the development of the IB and finance industry. In May, the Board of Governors decided to triple the
bank’s authorized capital from 30 billion dinars to ~100 billion dinars reflecting its strong balance sheet and the needs of its 56 member countries.
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Conclusion
Islamic finance has been in practice since almost the inception of the religion, but only in recent times, it has gained prominence, primarily due to
the economic growth of Muslim-dominated countries, such as Saudi Arabia.
As far as the Islamic finance sector in Saudi Arabia is concerned, Islamic and conventional banks function alongside each other and the various
multinational conventional banks have ventured into the space of IB. Islamic finance is an extended sector in the Saudi Arabian banking industry.
Saudi Arabia is the largest player, in terms of the pool of funds in the international Islamic finance market. Saudi Arabia appeared as the largest
market for IB in GCC, with a total resource of fully equipped Islamic banks, reckoning for nearly 27.4% of the district’s total IB.
With the government’s efforts and increasing acceptance of Islamic finance, Saudi Arabia is establishing itself as one of the major hubs of this
financial system and striving to become a key driver in its growth globally.
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Glossary
Acronym

Expansion

ASEAN

Association of Southeast Asian Nations

CAGR

Compound Annual Growth Rate

EU

European Union

GCC

Gulf Cooperation Council

GDP

Gross Domestic Product

IASB

International Accounting Standards Board

IB

Islamic Banking

IDB

Islamic Development Bank

IFI

Islamic Financial Institutions

IFSB

Islamic Financial Service Board

MENA

Middle East and North Africa

OIC

Organization of Islamic Cooperation

PLS

Profit and Loss Sharing System

QISMUT

Qatar, Indonesia, Saudi Arabia, Malaysia, UAE, Turkey

RJHJ

Al-Rajhi Bank

RIBL

Riyad Bank

SAIB

Saudi Investment Bank

SAMA

Saudi Arabian Monetary Agency

SME

Small and Medium-sized Enterprises

SSB

Sharia Supervisory Board

UAE

United Arab Emirates

UK

United Kingdom

USD

US Dollar

RGM

Rapid Growth Market

CMA

Capital Market Authority

SRI

Socially Responsible Investing

WTO

World Trade Organization

ANB

Arab National Bank

BSFR

Banque Saudi Fransi

TPL

Third-party Liability

NCB

National Commercial Bank
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Islamic Term

Definition

Fatwa

A legal opinion issued by an Islamic law specialist on a specific issue.

Gharar

Uncertainty.

Halal

Permissible.

Haram

Prohibited.

Ijara

A lease agreement where the bank as the lessor earns profit by charging rental on the asset leased to the customer.

Mudaraba

An investment agreement between an investor (providing capital) and entrepreneur (providing management expertise),
with profits being shared on a pre-determined ratio and losses being borne by the investor only.

Murabaha

Sale of goods for deferred payment by an IFI to a customer for cost plus an agreed profit markup.

Musharaka

Partnership agreement between two parties where profits are shared on a pre-agreed ratio and losses are shared in
proportion to the capital contributed.

Riba

It covers any return of money-on-money – whether the interest is fixed or floating, simple or compounded.

Sharia

The set of rules derived from the holy Quran and the sayings and acts (the Sunnah) of the Prophet Mohammed as well
as the opinions of qualified Muslim scholars.

Sharia advisor

An independent professional trained Islamic scholar who advises an IFI on the compliance of its products and activities
with the Sharia.

Sukuk

The Islamic equivalent of bonds that represent the ownership in an underlying asset or project or venture.

Tadawul

Saudi stock exchange.

Takaful

A form of mutual insurance, involving a group of individuals paying money into a fund, which is then used to cover
payouts to the members of the group when a claim is made.
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About Jeddah Chamber
The Jeddah Chamber of Commerce & Industry is one of the oldest business
and service organizations in the kingdom. It was established by a royal
decree, dated Safar 1365 H \ January 1946 G. Since then, with the efforts
of 20 sessions of the Board of Directors and experience extending more
than 60 years, the chamber has been serving the national economy and
business community, contributing to its development and progress.
The Jeddah Chamber has a strategic location, next to the Ministry of Trade
& Industry and the Ministry of Culture & Information, overlooking the Jeddah
Islamic Port. This location gives it a significant economic dimension, makes
it one of the significant landmarks of the Bride of the Red.
The chamber strives to take care of its members’ interests and provide
distinguished services to them to contribute to the development of the
western province’s economy. A number of administrative and organizational
developments have been devised to enhance the services provided to the
members. Among the most, the chamber now has branches in province’s
different governorates, like Al Qunfidhah, Al Lith, and Rabigh, to provide
services to the business community.
From this standpoint, the chamber launched the Jeddah Economic Gateway (JEG), which is an economic online reference point
that collects and classifies various economic and investment information under one roof. JEG includes more than 2,400 reports
and studies, 65,000 statistical tables, in addition to more than 51,000 tenders and investment opportunities, and much more. JEG
provides the business community in Jeddah in particular, and KSA in general, with the best information services and it empowers
the decision-making process through the wealth of information that it provides.
For more information, please visit www.jeg.org.sa
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WWW.JEG.ORG.SA

JEDDAH CHAMBER

Address: P.O. Box 1264
Jeddah 21431
Kingdom of Saudi Arabia

www.jcci.org.sa

