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Agenda
09.30 M Iqbal Asaria, Afkar Consulting

Welcome and introduction to the theme outlining the key challenges in making Takaful fit for 
purpose especially in the UK and Europe.

09.45 Datuk Noripah Kamso, CEO, CIMB-Principal Islamic Asset Management 
Noripah will speak about customised asset management for Takaful providers.

10.30 Judith Benson, COO, Prime Rate Capital Management LLP
Judith will speak about the key constraint of very short-term money management for Takaful 
Funds.

11.15 Coffee break

11.30 Bradley Brandon-Cross, CEO, Principle Insurance Holdings 
Bradley will be speaking about the challenges of setting up a Takaful operation in the UK.

12.15 Faisal Khan, Director of Insurance & Banking, 3i Infotech 
Takaful insurance is poised for significant growth as awareness and demand increase and 
technology enablers are further aligned to allow Takaful insurance to compete with 
conventional insurance. Faisal will discuss how 3i Infotech is investing in the technology to 
support the sector at this exciting time.

12.45 Rameez Ahmed, Pre-Sales Insurance, 3i Infotech
Rameez will briefly demonstrate some aspects of Premia Takaful that are key to sustain 
growth.

13.00 Q&A followed by a networking lunch reception



CASE FOR ISLAMIC ASSET MANAGEMENTCASE FOR ISLAMIC ASSET MANAGEMENT
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Datuk Noripah Kamso
Chief Executive,
CIMB-Principal Islamic Asset Management

L d     O t b  2009London  •  October 2009



Against Backdrop Of Financial MeltdownAgainst Backdrop Of Financial Meltdown

• Next wave of product innovation aims to achieve?

• After being burnt, what do retail and institutional investors seek?

INTEGRITY S C

A SOLUTION

INTEGRITY

TANGIBLE ASSETS

TRANSPARENCY

LOWER COSTS

Return to Basics - SIMPLIFICATION
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Solution: Benefits With Islamic InvestingSolution: Benefits With Islamic Investing

1. Prudence and overall risk diversification -

comes with integrating Islamic into the mainstream investment portfolio

2. Investment performance historically comparable to mainstream -

yet enables one to invest with a social causeyet enables one to invest with a social cause

3. Although can be seen as constraint from European perspective due to exclusion of certain 
industries -

financial screening ratios on debt, cash and receivables in the Islamic investment 
process see that the financial interests of the investors are looked after

3. Positioning Shariah compliant investing to a broader investor base successfully requires -g p g y q

that there be no risk-reward disadvantages vs. mainstream investing
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Islamic: Mitigating the MisconceptionsIslamic: Mitigating the Misconceptions
Misconception The Truth is…

Covers larger investor baseProducts only relevant

Only difference is the Islamic screening processProducts are too

Both Muslims and non-Muslimsto Muslims

Only difference is the Islamic screening processProducts are too 
complicated

2,545 stocks, USD 9.3 trillion market-cap
Dow Jones Islamic Market World Index*Dow Jones Islamic Market World Index

>50% of S&P 500 Index is Shariah (by market-cap)**

Low debt

Restricted Universe

Historically, not inferior to conventional performance:
return, volatility, risk-return profile

Performance Drag
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*Dow Jones, 30 January 2009,**Standard & Poor’s, 17 February 2009



Islamic Asset Management FindingsIslamic Asset Management Findings

Globally:-

Close correlation, lower beta

- Historically similar performance characteristic

Cumulative performance comparison to corresponding conventional index

- Historically similar performance, neither superior nor inferiory

Financial ratios screening

- Improved financial risk management imbedded in indexing process
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Close Correlation  lower betaClose Correlation, lower beta

INDICES COMPARED CORRELATION BETA

MSCI All Country World Islamic and MSCI All Country World* 0.9938 0.943

Dow Jones Islamic World and Dow Jones World** 0.9937 0.949

Dow Jones Islamic Asia Pac Excl Japan and Dow Jones Asia 
Pac Excl Japan** 0.9902 0.996

Historically similar performance characteristic with lower volatility

Source: CIMB Principal & Bloomberg

over the period
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Source: CIMB-Principal & Bloomberg
* Represents the two year period to 30 September 2009, ** Represents the five year period to 30 September 2009



World: 10 Year Cumulative Return ComparisonWorld: 10 Year Cumulative Return Comparison
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Historically similar long-term performance but let’s focus in….
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Source: Bloomberg, 30 September 1999 to 30 September 2009



World: Cumulative Return Comparison – Peak to Financial CrisisWorld: Cumulative Return Comparison – Peak to Financial Crisis
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Source: Bloomberg, 31 October 2007 to 30 September 2009



Islamic Vs  SRI: 10 Year Cumulative Return ComparisonIslamic Vs. SRI: 10 Year Cumulative Return Comparison
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Source: Bloomberg,  30 September 1999 to 30 September 2009



Asia Pacific Ex-Japan: 10 Year Cumulative Return ComparisonAsia Pacific Ex-Japan: 10 Year Cumulative Return Comparison
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Source: Bloomberg,  30 September 1999 to 30 September 2009



Comparison: 5 and 10 Year Annualised Price ReturnComparison: 5 and 10 Year Annualised Price Return

GLOBAL INDICES 5-YEAR (%) 10-YEAR (%)

Dow Jones Islamic Market World Index 4.06 -0.23

Dow Jones Global Index 2.69 0.46Dow Jones Global Index 2.69 0.46

SPECIALITY INDICES 5-YEAR (%) 10-YEAR (%)SPECIALITY INDICES 5 YEAR (%) 10 YEAR (%)

Dow Jones Islamic Market Sustainability Index 3.44 0.91

Dow Jones Sustainability World Index 2.15 0.87
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Source: Dow Jones as at 30 September 2009



Comparison: 5 and 10 Year Annualised Price ReturnComparison: 5 and 10 Year Annualised Price Return

BLUE CHIP INDICES 5-YEAR (%) 10-YEAR (%)

Dow Jones Islamic Market Titans 100 Index 2.43 -1.74

Dow Jones Global Titans 50 Index -1.90 -4.18

BLUE CHIP INDICES 5-YEAR (%) 10-YEAR (%)

Dow Jones Islamic Market Europe Titans 25 
Index 3.18 0.10

Dow Jones Stoxx 50 Index 1 59 -0 72Dow Jones Stoxx 50 Index 1.59 -0.72

BLUE CHIP INDICES 5-YEAR (%) 10-YEAR (%)

Dow Jones Islamic Market Asia/Pacific Titans 25Dow Jones Islamic Market Asia/Pacific Titans 25 
Index 8.13 1.61

Dow Jones Asian Titans 50 Index 4.56 -1.36
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Source: Dow Jones as at 30 September 2009



Comparison: 5 and 10 Year Annualised Price ReturnComparison: 5 and 10 Year Annualised Price Return

U.S. INDICES 5-YEAR (%) 10-YEAR (%)

Dow Jones Islamic Market U.S. Index 2.56 -1.38

Dow Jones U.S. Index -0.15 -1.06Dow Jones U.S. Index 0.15 1.06

EUROPE INDICES 5-YEAR (%) 10-YEAR (%)EUROPE INDICES 5 YEAR (%) 10 YEAR (%)

Dow Jones Islamic Market Europe Large-Cap 
Index 3.53 0.22

Dow Jones Stoxx TMI Large Index 2.94 -0.07
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Source: Dow Jones as at 30 September 2009



Financial Ratios Screening: Value-add Shariah Risk Management Financial Ratios Screening: Value-add Shariah Risk Management 

December 08 
FTSE Financial Exclusion Sampling

March 09
FTSE Financial Exclusion Sampling

Qantas Airways AUS
Canadian Pacific Railway CA
China Molybdenum CHN
Tata Steel IDA

Coca-Cola Amatil AUS
Fuji Electric Holdings JAP
Mitsubishi Materials Corpn JAP
Toyota Tsusho JAP

p g p g

Fiat ITA
Hamamatsu Photo JAP
Auckland International Airport NZ
Sembcorp Marine SI
Acer TWN
R di h k C USA

Toyota Tsusho JAP
BT Group UK
Smith & Nephew UK
Western Union USA
Time Warner Cable Inc USA
Seagate Technology USA

Radioshack Corp USA
Dr. Pepper Snapple Group USA

Financial ratio screening, as an embedded layer of Shariah
risk management, filters companies out

1414

Source: FTSE



HOW TO SELECT AN ISLAMIC FUND MANAGER



How To Select A Fund ManagerHow To Select A Fund Manager

• End-to-end Shariah-compliant process 

• Focus is on Islamic as a solution, not as a product offering

• Provides research and analytics

• In-house Shariah council / adviser

• Islamic credentials

16



Good Fund Manager DeliverablesGood Fund Manager Deliverables

• Islamic or not, performance is mostly driven by the skill of the fund manager and the 
supporting infrastructurepp g

• Integrity of Shariah may not translate into performance directly, but it may avoid reputational 
risk to the company

• An Islamic asset management company with skillful fund managers, but with a weak Shariah
component, may perform on the fund but may not gain respect from the industry

• Some clients regard Shariah integrity with equal importance to investment performance 

17



Principal Global Investors

• Over 1,100 employees including more than 410 
i t t f i l

Principal Global Investors

Assets Under Managementinvestment professionals

• Manages money for institutions in 53 countries 
including several major central banks and sovereign 
wealth funds

Assets Under Management 
$200.8 billion (USD)

Real 
Estate
$34.9

• Manages money for 12 of the 25 largest U.S. pension 
plans1

• Manages money for 6 of the top 20 largest pension 
Fixed 

Income
$114.3Eq it

g y p g p
funds in the world2

• Utilizes multi-boutique strategy to provide expanded 
range of investment capabilities through our network of 
specialized affiliates

$114.3Equity
$39.9

specialized affiliates

As of 30 June 2009
1 Principal Global Investors and Pensions & Investments “P & I 1 000” report on largest pension plans 26 January 2009

1818

Principal Global Investors and Pensions & Investments P & I 1,000 report on largest pension plans, 26 January 2009.
2 Pension & Investments/Watson Wyatt World's 300 Largest Manager Survey, September 2008



Important InformationImportant Information

This document is for investment and business professionals only, which includes professional clients and eligible counterparties as defined by the 
FSA, it is not for onward distribution to retail clients. It is not to be copied, reproduced or distributed without the express permission of Principal 
Global Investors (Europe) Limited.

This document contains general information only on investment matters and should not be considered as a comprehensive statement on any 
matter and should not be relied upon as such. The information it contains does not take account of any investor's investment objectives, particular 
needs or financial situation. Investors should consider whether an investment fits their investment objectives, particular needs and financial 
situation before making any investment decision, and should consult their professional advisers for any advice on whether a course of action is 
suitable.

Th i f ti i thi d t h b d i d f b li d t b t f O t b 2009 E t th i i di t dThe information in this document has been derived from sources believed to be accurate as of October 2009. Except as otherwise indicated 
herein, the views and opinions expressed herein are those of Principal Global Investors, and are based on matters as they exist as of the date of 
preparation and not as of any future date, and will not be updated or otherwise revised to reflect information that subsequently becomes available 
or circumstances existing, or changes occurring, after that date.

Subject to any contrary provisions of applicable law, no company in the Principal Financial Group nor any of their employees or directors gives any 
warranty of reliability or accuracy nor accepts any responsibility arising in any other way (including by reason of negligence) for errors or 

i i i thi d tomissions in this document.

All figures shown in this document are in U.S. dollars unless otherwise noted.

This document is issued in the United Kingdom by Principal Global Investors (Europe) Limited, Level 4, 10 Gresham Street, London EC2V 7JD, 
registered in England, No.03819986, which has approved its contents, and which is authorised and regulated by the Financial Services Authority. 
In connection with its management of client portfolios, Principal Global Investors (Europe) Limited may delegate management authority to affiliates 
that are not authorised and regulated by the Financial Services Authority. In any such case, the client may not benefit from all protections afforded
by rules and regulations enacted under the Financial Services and Markets Act 2000.
.
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Ref number # 5037 , 19 October 2009.



Short Term Liquidity Management
f T k f lfor Takaful 

October 2009October 2009



Implications of banking crisis for Islamic markets

• By no means immune to the crisis

• Insurance assets also falling in value – especially property

• Increased interest in alternative markets

• Back to basics may mean that Western and Islamic banking 
models converge?
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Requirements of Takaful

• Need for compliant corporate structures

• Marketing to customers

– Conventional market failure leads to more opportunities?

• Need for Shariah compliant investments

3



Investments for conventional insurers

• Cash

• Fixed income

• Alternative asset classes for uncorrelated returns 
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Islamic Money Market

• Investors who need to access cash

– Earn no interest or donate interest to charity

– Manage and match investment maturities

– Enter into longer term structures and agree on break 
conditions

– Enter into ‘wakala’ or inter-Islamic bank deposit placements

5



Requirements of Islamic Insurance

• Insurance contracts need to be compliant

– But also investments need to be compliant

• And need to comply with regulations

– And need to earn profits

6



Our aim………

• Create a liquidity instrument

– Using Shariah–complaint investments

– AAA rated investment

• To become the market’s short term instrument of choice

7



Key requirements

• Shariah compliant

• Same day access

• Highly rated

• Competitive profit rates

8



Background

• Lack of a fully functional Islamic money market

• Market demand for high grade investment structures that will 
accommodate wholesale market volumes

• Increasing frictional cash flows from growth in Islamic capital 
market issuancemarket issuance

• Need for Shariah compliant outlets for Takaful liquidity

9



Key Features

• Uses murabaha contracts

– Overseen by a Shariah board

• Offers same day access to funds

• Rated AAA

• Aims to achieve competitive rates

10



Challenges

• Ensuring it gains widespread recognition as liquidity instrument 
of choice

• Regulatory issues?

• Currencies?

• Any other issues?

11



Prime Rate Capital Management

Judith Benson

Chi f O ti OffiChief Operating Officer

+44 203 206 7256+44 203 206 7256

Judith.benson@prime-rate.co.uk
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Prime Rate Capital Management

P i R t C it l M t f dPrime Rate Capital Management was formed:
– To become the first independent, specialist provider of 

liquidity solutionsliquidity solutions

– To deliver competitively priced product on a wholesale basis:

• For institutions to employ in their own management of• For institutions to employ in their own management of 
liquidity

• For institutions to distribute to their client base

13



Disclaimer

• This material is directed to Eligible Counterparties and Professional Clients in the UK and is not to be regarded as an 
offer or invitation to buy or sell an investment in The Prime Rate Cash Management Fund nor does it solicit any such 
offer or invitation.  

• Applications to invest must only be made on the basis of the offer document relating to the investment and is only 
available to Eligible Counterparties and Professional Clientsavailable to Eligible Counterparties and Professional Clients.

• Persons resident in territories other than the UK should consult their professional advisers as to whether they require 
any governmental or other consent or need to observe any formalities to enable them to invest.

• It is the responsibility of investors to satisfy themselves that any investment made from the information in this 
presentation is suitable for them.

• If you are in doubt as to the suitability of an investment in The Prime Rate Cash Management Fund you should seek 
independent financial advice. 

• The value of investments and income from them may fall as well as rise and investors may not get back the amount 
originally invested. 

• Past performance is no guarantee of future performance. ast pe o a ce s o gua a tee o utu e pe o a ce
• Tax assumptions are subject to statutory change and the value of tax reliefs will depend on individual circumstances. 
• This presentation is approved by Prime Rate Capital Management LLP of One Vine Street, London, W1J 0AH, a limited 

liability partnership registered in England OC327292 which is authorised and regulated by the Financial Services 
Authority with FSA reference number 469674.
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Contact information & notes

Registered Offices
One Vine StreetOne Vine Street

London

W1J 0AH

T l h +44 20 3206 7262Telephone: +44 20 3206 7262

This document is only directed at the intended recipients and for the purposes 
of United Kingdom legislation this document may not be copied or distributed 
to any person in contravention of Section 21 of the Financial Services and y p
Markets Act 2000.

© Copyright Prime Rate Capital Management LLP. All rights reserved.

Prime Rate Capital Management LLP is authorised and regulated
by the Financial Services Authorityby the Financial Services Authority
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Making Takaful Fit for Purpose

M Iqbal Asaria / Afkar Consulting

g p
Sharpening the Tool of the Trade

M Iqbal Asaria / Afkar Consulting

Takaful Briefing, 3i Infotech, London
21st October 2009



Global Dimensions of the Takaful / Global Dimensions of the Takaful / 
Re-Takaful Industry

ÁNumber of Providers – 143 (179 Including Windows)ÁNumber of Providers – 143 (179 Including Windows)
ÁContributions Pool – US$3.4 Billion
ÁGeneral / Life Split – Moving Towards Life TakafulGeneral / Life Split Moving Towards Life Takaful
ÁGrowth Potential – Difficult Present Landscape with 
Significant Growth Opportunities (US$7.7 Billion end 
2012)



Th  R ti l  f  T k f lThe Rationale for Takaful
ÁCommunity Based Risk SharingÁCommunity Based Risk Sharing
ÁMutual / Co-Operative in Spirit
ÁEnhanced Role of Members
ÁSocial Provision
ÁExamples

• Co-Operative SocietiesCo Operative Societies
• Friendly Societies
• Qard al Hashanah “Banks”



Th  E l i  T k f l M d lThe Evolving Takaful Model
ÁMudarabahÁMudarabah
ÁWakala
WaqfÁWaqf
ÁHybrids

M d b h f  A t • Mudarabah for Asset 
Management

• Wakala for Takaful Provision
• Surplus Sharing Wakala

ÁImplications
• Mutual / Co-Operative?
• Hybrid?











ChallengesChallenges

Á Building USP for TakafulBuilding USP for Takaful
Á Asset Management

• Access to all Asset Classes
Á Marketing and Distribution

• Niche Markets
• Bancassurance ChannelsBancassurance Channels

Á Technology Platform(s)
• Customised CRM to Capture Unique Market 
• Bespoke Accounting and Reporting

Á Enabling role of the Shari’ah 













Contact:Contact:

M I b l A iM Iqbal Asaria
Afkar Consulting Ltd

0208 861 2012

mia@afkar.com
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