
Corporate Sukuk Issuance Corporate Sukuk Issuance 
and Prospectsand Prospects

(Utility and State Owned Enterprises)(Utility and State Owned Enterprises)

Presented byPresented by
Muhammad ArifMuhammad Arif

State Bank of PakistanState Bank of Pakistan



SUKUKSUKUK
DefinitionDefinition

Sukuk Certificates represent proportionate beneficial ownership and Sukuk Certificates represent proportionate beneficial ownership and 
may be described as an Islamic Bond for  a defined period the risk may be described as an Islamic Bond for  a defined period the risk 
and return on which is associated with cash flows generated by a and return on which is associated with cash flows generated by a 
particular asset belonging to the investors i.e.  Sukuk holders.particular asset belonging to the investors i.e.  Sukuk holders.

StructureStructure
Sukuks must be asset linkedSukuks must be asset linkedSukuks must be asset linked.Sukuks must be asset linked.
Backing by real assets make it tradable.Backing by real assets make it tradable.
linking to pure receivables encounter  it with prohibition for linking to pure receivables encounter  it with prohibition for 
secondary market trading. However this can be overcome by mixing secondary market trading. However this can be overcome by mixing 
it with mode having its backing by real assets. it with mode having its backing by real assets. 
The periodic payments and scheduled amortization of the principle The periodic payments and scheduled amortization of the principle 
due to investors  are structured matching with the income and due to investors  are structured matching with the income and 
capital returns arising out of the underlying assets.capital returns arising out of the underlying assets.
The profit payment can be fixed or benchmarked to the interThe profit payment can be fixed or benchmarked to the inter--bank bank 
offered rate plus a marginoffered rate plus a margin
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Global Sukuk VolumeGlobal Sukuk Volume
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Global SukukGlobal Sukuk-- Countries ShareCountries Share

U A E ,  3 2 . 0 3 %

B a h r a i n ,  1 4 . 4 9 %

M a la y s ia ,  3 5 . 6 9 %
Q a t a r ,  3 . 9 6 %

G e r m a n y ,  1 . 3 6 %
K u w a i t ,  0 . 8 8 %

U K ,  1 . 7 8 %

P a k is t a n ,  4 . 1 5 %

I D B ,  5 . 6 5 %



NeedNeed

Sukuks are required for:Sukuks are required for:--
Investors to place their funds  in accordance with 

Shariah compliant principles.
Govts/Corporates to raise funds for their workingGovts/Corporates to raise funds for their working 

capital/Project financing under Shariah Compliant 
framework.

Financial institutions undertaking shariah
compliant business for their liquidity management



Driving ForceDriving Force
Three main driving forces behind the development
of the Sukuk market are :-

Growing demand by the investors for shariah 
compliant instruments (competitive yields provide 
b tt lt )better results). 
Desire of the Corporates to raise shariah compliant 
funds cost effectively.
Features of Sukuks as such that they can be used as 
liquidity management instrument by the Financial 
institutions undertaking Shariah Compliant business 
and for their use as monetary policy tool.
innovations are required to match these all extremes



International ExperienceInternational Experience--MalaysiaMalaysia
Share of Malaysia in Global Sukuk Market is 36%.

Steps taken on Supply side include:-
1. Government and regulatory support for bringing Shariah compliant 

legal framework.
2. Consistent supply of Sovereign as well Corporate Sukuks.
3. Innovations like  offering new sukuks i.e. Khazana Exchangeable , 

Mukah Mudarabaha and plus Musharakha sukuks etcMukah Mudarabaha and plus Musharakha sukuks etc.
4. Sukuks in any currency and by offering both to residents and non-

residents. 
Steps taken on Demand side include:-
1. Developing Islamic Interbank Market with ample number of Islamic 

Financial institutions. 
2. Facilitating entry of foreign fund managers/Tax exemptions to non 

residents.
3. Developing  Islamic Funds/ REITs/ Infrastructure financing sector.



International ExperienceInternational Experience--UAEUAE
Share in Global Sukuk Market is 32%.

Steps taken on Supply include:-
Government and Regulatory support with consistent 
supply of Sukuks.
Innovations like introduction of convertibles and 
issuance of large size Sukuks.g

Steps taken on demand side include:-
Developing Islamic Interbank market and listing of 
Sukuks at Stock Exchanges.
Focusing Onshore/offshore investors.
All sectoral Financing viz: Infrastructure financing,  
Construction, Trade, Oil, Industrial investment are now 
being raised through Islamic mode.



International ExperienceInternational Experience--BahrainBahrain
Share in Global Sukuk Market is 15%.

Steps taken on Supply side:-

1. Short-term as well long term, tradable, asset-backed sukuks have 
been provided by the Government in collaboration with BMA p y
consistently since 2001.

Steps taken on Demand side
1. The Sukuks were listed on the Bahrain Stock Exchange to enable 

their trading in the secondary market for its investors.
2. LMC was established to facilitate the creation of an interbank 

money market.
3. Government projects/Infrastructure financing projects carried out 

by Private/Public entities being financed by Islamic mode.
4. Focusing onshore/offshore investors.



KEY CONSIDERATIONS FOR SUCCESSKEY CONSIDERATIONS FOR SUCCESS

Proper Shriah, legal and Regulatory framework.
Islamic Interbank market with ample number of participants.
innovation in Sukuk products by focusing on its pricing and risk
characteristics ( The success in this respect is evident from the fact
that in Sukuks 40-50% investment have come from conventional
investors) .
Presence of short term as well long term Sovereign sukuk with
consistent supply.
interbank market infrastructure.
Tradability factor of Sukuk for its use by market participants as well
Central Bank for its monetary policy operations.
Developing investor base i.e. Islamic Funds/REIT/Infrastructure
financing and providing incentives like tax exemptions.
Developing Domestic Capital market.



PAKISTANPAKISTAN



GrowthGrowth ofof IslamicIslamic BankingBanking inin PakistanPakistan
Islamic Banking Players 2003 2004 2005 2006
Number of Islamic Banks 1 1 2 4
a) Number of branches of Islamic 
Banks

8 10 32 48

Number of Conventional banks 0 5 9 11Number of Conventional banks
operating Islamic Banking
Branches

0 5 9 11

b) Total Number of Standalone 
Islamic Banking Branches of 
Conventional Banks

0 10 30 39

Total Islamic Banking 
Branches (a+b)

8 20 62 87



Growth TrendsGrowth Trends

Description
June 
2003 

June 
2004 

%
Growth 

June 
2005 

%
Growth

June 
2006 

%
Growth

Deposits 6,517 13,158 102% 37,835 188% 59,657 58%

Rs. in MillionsRs. in Millions

p , , , ,

Financing & 
Investments 

5,421 13,102 142% 37,171 184% 57,936 56%

Total Assets 8,821 18,830 113% 54,017 187% 87,603 62%



Status of Sukuk Issuance in PakistanStatus of Sukuk Issuance in Pakistan

No GOP Sukuk issued.No GOP Sukuk issued.
The Sukuk issued in Corporate market are:The Sukuk issued in Corporate market are:--

SukukSukuk TenorTenor AmountAmount ReturnReturn

Sitara Sitara 
ChemicalsChemicals

5 Years5 Years 360 360 
millionmillion

VariableVariable

Al Zamin Al Zamin 
LeaseLease--IIII

5 Years5 Years 275 275 
millionmillion

P&L sharingP&L sharing

Wapda Wapda 
SukukSukuk

7 Years7 Years 8 Billion8 Billion 66--month month 
KIBOR+35bpsKIBOR+35bps



ProspectsProspects
PotentialPotential ofof CapitalCapital marketmarket growthgrowth isis enormousenormous inin PakistanPakistan duedue toto
itsits geographicalgeographical location/naturallocation/natural requirementsrequirements
PSEsPSEs // UtilityUtility servicesservices // SubSub nationalnational authoritiesauthorities requirerequire hugehuge
financingfinancing forfor carryingcarrying outout developmentsdevelopments inin theirtheir respectiverespective areasareas..
ToTo mitigatemitigate moralmoral hazard/agencyhazard/agency problemproblem SecuritizationSecuritization // IslamicIslamic
FinancingFinancing areare thethe mostmost appropriateappropriate techniquestechniques..
ApartApart fromfrom FederalFederal GovernmentGovernment support,support, InfrastructureInfrastructure financingfinancingpa tpa t oo ede aede a Go e e tGo e e t suppo t,suppo t, ast uctu east uctu e a c ga c g
requirementsrequirements estimatedestimated inin thethe respectiverespective areasareas inin nextnext 1010--1515 yearsyears
areare asas underunder..

PortsPorts == RsRs 104104 billionbillion
AviationAviation== RsRs 133133..99 billionbillion
EnergyEnergy == RsRs 11,,102102 billionbillion fromfrom Private/FederalPrivate/Federal GovernmentGovernment
KESCKESC == RsRs 5858 billionbillion
WaterWater ResourcesResources == RsRs 219219 billionbillion
FuelFuel SectorSector == PublicPublic SectorSector RsRs 219219 billionbillion ++ privateprivate sectorsector RsRs
174174 billionbillion



IssuesIssues
SovereignSovereign SukukSukuk marketmarket notnot existingexisting..
IslamicIslamic InterbankInterbank marketmarket isis atat infancyinfancy..
SubSub National/Infrastructure/mortgageNational/Infrastructure/mortgage instrumentsinstruments
marketsmarkets yetyet toto emergeemerge..
IslamicIslamic financial/Takafulfinancial/Takaful IndustryIndustry isis atat earlyearly stagestage ofofIslamicIslamic financial/Takafulfinancial/Takaful IndustryIndustry isis atat earlyearly stagestage ofof
developmentdevelopment..
PrimaryPrimary Sovereign/CorporateSovereign/Corporate SukukSukuk marketmarket hashas yetyet toto
taketake shapeshape.. SoSo obviouslyobviously SecodarySecodary MarketMarket thatthat followsfollows
PrimaryPrimary marketmarket isis altogetheraltogether nonnon existingexisting..
IslamicIslamic FinancingFinancing activitiesactivities notnot yetyet partpart ofof MonetaryMonetary
PolicyPolicy OperationsOperations..



Recent Domestic Sukuk IssuancesRecent Domestic Sukuk Issuances
20062006 hashas provedproved goodgood forfor SukukSukuk marketmarket inin PakistanPakistan andand followingfollowing SukuksSukuks
havehave beenbeen issuedissued inin thethe 22ndnd H/YH/Y 20062006 oror areare inin thethe pipelinepipeline.. TheyThey allall
representrepresent PublicPublic Utilities/PSEs/PrivateUtilities/PSEs/Private SectorSector..

Sitara Chemical Industries Limited : Standard Chartered Bank 
1,100,000,000 June-06
Sitara Chemical Industries Limited : Meezan Bank Limited
625 000 000 December 06625,000,000 December-06
Wateen Telecom : Standard Chartered Bank 
1,200,000,000 December-06
Sui Southern Gas Company Ltd : Standard Chartered Bank/Dubai Islamic      
1,000,000,000 in Process
Karachi Shipyards & Eng Work : Dubai Islamic Bank /Jahangir Siddiqui 
3,500,000,000  in Process
Pakistan International Airline : Citi Bank
2,000,000,000 in Process



Way forwardWay forward

CreationCreation ofof PrimaryPrimary SovereignSovereign SukukSukuk MarketMarket firstfirst..
CreationCreation ofof criticalcritical massmass inin SovereignSovereign marketmarket toto thethe levellevel ofof RsRs 3030
billionbillion.. ThisThis wouldwould enableenable IslamicIslamic banksbanks toto meetmeet theirtheir reservereserve
requirementsrequirements leavingleaving somesome massmass forfor secondarysecondary marketmarket tradingtrading..
CreationCreation ofof RepoRepo marketmarket byby innovatinginnovating somesome modelmodel inin accordanceaccordance
withwith ourour ShariahShariah requirementsrequirements andand devisingdevising documentatation/documentatation/withwith ourour ShariahShariah requirementsrequirements andand devisingdevising documentatation/documentatation/
mastermaster RepoRepo agreementagreement..
MakingMaking IslamicIslamic financingfinancing activitiesactivities partpart ofof MonetaryMonetary policypolicy
OperationsOperations.. ThisThis cancan bebe donedone throughthrough introductionintroduction ofof shortshort termterm
IslamicIslamic MMMM instrumentinstrument mimickingmimicking featuresfeatures ofof TT..Bills/legislativeBills/legislative
changes/providingchanges/providing infrastructureinfrastructure..
InstallInstall PricePrice disseminationdissemination mechanismmechanism..
SequencingSequencing thesethese developmentsdevelopments



ConclusionConclusion

SBPSBP isis coordinatingcoordinating withwith IFSB/IIFMIFSB/IIFM inin
developingdeveloping IslamicIslamic MMMM andand SukukSukuk MarketMarket..
InIn househouse SBPSBP hashas alsoalso formedformed aa TaskTask ForceForce toto
developdevelop IslamicIslamic MMMM andand suggestsuggest GOPGOP regardingregarding
structure/Issuancestructure/Issuance ofof SovereignSovereign domesticdomesticstructure/Issuancestructure/Issuance ofof SovereignSovereign domesticdomestic
SukukSukuk..
SBPSBP isis alsoalso coordinatingcoordinating withwith SECPSECP toto developdevelop
CorporateCorporate BondBond MarketMarket byby makingmaking themthem costcost
effectiveeffective andand byby providingproviding requisiterequisite marketmarket
infrastructureinfrastructure.. ThisThis wouldwould facilitatefacilitate CorporateCorporate
SukukSukuk issuanceissuance asas wellwell..
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