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Sukuk

• Growth in sukuk has been the biggest change in capital 
markets in the last 4 years

• Over US$100bn sukuk are outstanding

• Most sukuk are asset-based rather than asset-backed

• Sukuk are certificates representing ownership of an 
underlying pool of assets

• Insolvency/default – recourse is usually to the purchase 
undertaking (unsecured claim) and not the assets

• Rating reflects the credit of the provider of the purchase 
undertaking
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Securitisation

• Asset backed – not asset-based

• Islamic finance is particularly suited to securitisation since 
many structures are based on underlying assets

• Assets have to be sharia compliant

• Investors participate in profits and losses generated by the 
assets placed in the securitisation pool

• Investors are usually conventional institutions

• Issuers have been based in the Gulf/Malaysia

• Comparatively few deals
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Caravan I

• First Islamic securitsation deal – launched in March 2004

• $27m sukuk, securitising a Saudi Arabian car fleet inventory

• SPV in Saudi Arabia funded the acquisition of a pool of 
vehicles and vehicle leasing arrangements from Hanco
Rent-a-Car in Saudi via a Jersey-registered SPV

• Dual SPV structure for Saudi law reasons

• No rating

• Single class of notes
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Kingdom Installment Company RMBS

• US$18 million securitisation of sharia compliant mortgages 
provided by KIC, a Saudi home finance provider

• Sukuk matures in 2020 but there is a purchase undertaking 
in place from KIC at month 36

• Credit enhancement including from IFC

• Placed 15% with Asian investors and 85% with European 
investors

• Rated A- by Capital Intelligence Ltd

• Harbinger of future deals to come
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Ensec

• Emirates National Securitisation Corporation established in 
Dubai to be a Fannie Mae

• Issued a rated securitisation of Islamic domestic mortgages 
originated by Tamweel in May 2005

• US$350m issue rated AAA by S&P and Moody’s

• 104% cash collateralised

• Rule 144A
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Tamweel Residential ABS CI (1) 
Ltd (Issuer)

Tamweel
Properties (1) 

Limited

Investors

Deutsche Bank AG London 
Branch (as Principal Paying 

Agent, Reference Agent, Cash 
Manager, USD Account Bank 

and Escrow Agent)

Escrow Bank 
(Bank with 

minimum rating)

Tamweel PJSC (as 
Servicer) ENSEC 
Services LLC (as 

Standby Servicer) Dubai 
Islamic Bank PJSC (as 

Second Standby 
Servicer)

Standard Chartered Bank (as 
AED Liquidity Facility Provider 
and USD Liquidity Facility 
Provider

Deutsche Trustee Company 
Limited (as Trustee and Security 

Trustee)

Morgan Stanley & 
Co. International plc 
(as Exchange Rate 

Counterparty)

Spot Banks

Reserve 
Fund

ABN AMRO Bank 
N.V. (as AED 

Account Bank and 
PDC Manager

Tamweel PJSC (as 
Originator)

Issuer Acquisition 
Agreement and TPL 
Declaration of Trust: 
sale of certain of the 
assets acquired from 
the Originator and 
beneficial interest in the 
Properties

Sale of properties and leases 
(including right to rental 
payments

USD Purchase Price

TPL Acquisition Agreement

USD 
Purchase 
Price

DIFC

AED

USD

Notes USD

AED

USD

USD

Dubai

USD Liquidity FacilityAED 
Liquidity 
Facility

Cayman Islands

Tamweel – Sharia compliant true sale securitisation
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Issues 

• Tranching

• Interest/penalties

• All aspects of transaction need to be sharia compliant – liquidity 
facility, authorised investments, swap, etc.

• Dual SPV structure

• Rating

• Security Trustee

• Underlying portfolio comprised 829 Islamic mortgages on 
apartments and villas in Dubai’s free zones
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Sub-Developers

SOROUH 
(Sorouh Real 
Estate PJSC)

PROPCO 
(Sorouh Abu 
Dhabi Real 

Estate LLC) as 
Mudarab

TRUSTEE 
(Sun Finance Limited) 
as Rabb-ul-Maal and 

Trustee for 
Certificateholders

PROPCO 
(Sorouh Abu 
Dhabi Real 

Estate LLC) in 
its own capacity

HEDGE 
COUNTERPARTY

Senior Expenses Reserve

Liquidity Reserve

Infrastructure Fund

Entry into 
Sale and 
Purchase 
Agreements

Obligation to 
develop 
infrastructure

Consideration for acquisition 
of Mudaraba Assets

Transfer of title of Plots and 
assignment of benefit of 

Sale and Purchase 
Agreements as Mudaraba

Assets

Use of part of 
Mudareb Profit

Distribution 
of Rabb-ul-
Maal Profit

Investment 
of Sukuk
Certificate 
proceeds

Issuance 
proceeds of 
Sukuk
Certificates

Profit 
payments 
and 
Amorisation
Payments

Sale of beneficial 
interest in Mudaraba

Assets

Purchase Price under 
Purchase Undertaking 
which will match Profit 

Payments and 
Amortisation Payments 

due on Sukuk Certificates

AED amounts to the 
extent that cumulative 

EIBOR calculation 
exceeds capped 
EIBOR amount

Hedge 
premium

Sorouh Real Estate – US$1.1 billion issue

Certificateholders
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Sorouh Real Estate – US$1.1 billion issue

• Closed August 2008

• Affected by the credit crunch

• Abu Dhabi properties

• Mudarabah structure

• Tranching using a musawamah

• Dual SPV structure
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Effect of the credit crunch

• Demand – little liquidity

• Valuation of assets

• Pricing

• Petrodollars (sovereign wealth funds)
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Effect of the AAOIFI Statement

• Taqi Usmani’s statement – Nov 2007

• AAOIFI statement – Feb 2008

• Market response

• Impact on structures
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The future of Islamic securitisation
• Tied to the conventional market

• Unlikely to be securitisation issues in the near future

• Potential issuers are warehousing their assets

• Hugh potential demand, especially in Saudi, for RMBS and 
CMBS

• Others e.g. future flow deals

• The effect of property crash in the region on investor morale is
uncertain

• Capital requirements e.g. Amlak/Tamweel expected to acquire 
banking licence

• 144A issues

• Ratings
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• Farmida Bi is a partner in the International Securities Group at Norton Rose. She has 
specialised in capital markets transactions for over 15 years and has advised on 
English and New York law debt and equity capital markets transactions (including 
Islamic finance and securitisations), emerging markets, regulatory issues, structured 
finance and mergers and acquisitions.

• Farmida has acted for the lead managers on many of the leading Islamic capital 
markets issues including the Tamweel securitisation and the acquisition of P&O by 
Dubai Ports.

• Farmida qualified as a solicitor in 1992 and as a New York attorney in 1999. She was 
a partner at Denton Wilde Sapte in London from 2002 to June 2008 and joined Norton 
Rose LLP as a partner on 1 July 2008

• She is a graduate of Downing College, Cambridge. 

Farmida Bi
Partner
Norton Rose LLP
+44 (0)20 7444 3459
farmida.bi@nortonrose.com

mailto:farmida.bi@nortonrose.com
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Our international practice
Asia
Bangkok 
Beijing
Hong Kong
Jakarta*
Shanghai
Singapore
Tokyo

Middle East
Abu Dhabi
Bahrain
Dubai
Riyadh*

Russia
Moscow

Europe
Amsterdam
Athens
Brussels
Frankfurt
London
Milan
Munich
Paris
Piraeus
Prague
Rome
Warsaw

*Associate offices
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Presentation disclaimers

1 No individual who is a member, partner, shareholder, employee or consultant of, in or to any constituent part of Norton Rose 
Group (whether or not such individual is described as a “partner”) accepts or assumes responsibility, or has any liability, to any 
person in respect of this presentation.

2 Any reference to a partner means a member of Norton Rose LLP or a consultant or employee of Norton Rose LLP or one of its 
affiliates with equivalent standing and qualifications.

3 This presentation contains information confidential to Norton Rose Group.  Copyright in the materials is owned by Norton Rose 
Group and the materials should not be copied or disclosed to any other person without the express authorisation of Norton Rose.

4 This presentation is not intended to give legal advice and, accordingly, it should not be relied upon.  It should not be regarded as a 
comprehensive statement of the law and practice in this area.  Readers must take specific legal advice on any particular matter 
which concerns them.  If you require any advice or information, please speak to your usual contact at Norton Rose Group.
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