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First Islamc, unit plan global fund (HL)

El ena Shansuddi n

MALAYSI AN and ot her Associ ati on of Sout h- East Asi an Nations (Asean)
investors are set to take up a stake in Kuwait's First Islamc |Investnent
Bank, a nmove which will further spur two-way investnments between the two
regions, particularly in Islam c banking.

Once its shareholding structure is finalised, First Islamc and its
Mal aysi an 39 per cent-owned affiliate conpany, Commerce M3 Sdn Bhd, are
al so planning to enbark on an anbiti ous project of |aunching a gl oba
I slam c equity fund.

Chi ef executive officer of Cormerce Md, Dr Hasnita Datuk Hashim said
First Islamc, which was set up in Bahrain in Novenber |ast year, wll
have proni nent sharehol ders from Wst Asia and the Asean countri es.

Declining to nane the Mal aysi an i nvestors, Hasnita said the sharehol ding
structure will be conpleted by the end of this nonth.

According to Hasnita, the major sharehol der of the bank, Saudi Arabia's
Al -Jomai h Group famly, who is planning to increase the bank's capital to
about US$75 million (US$1 = RM2.50) fromthe initial US$15 nillion, can
easily recruit their fell ow countrynmen as the new sharehol ders, but chose
ot her wi se.

A geographical diversity anpbng its shareholders is what the bank is
aimng for, said Hasnita in an interview w th Business Tines.

"They coul d have easily gone to Saudi Arabia, but they do not want to as
it will not give additional value to the bank. What they want is to get
sharehol ders who will be active in the pronotion of business between West
Asia and Mal aysia, particularly and Asean countries in general," said
Hasni t a.

First Islamc, said Hasnita, will be the bridge to bring West Asia into
Asi a and vice-versa. She added: "This is very nuch in line with what the
Prime M nister Datuk Seri Dr Mhat hir Mhamad said in Bahrain recently,
which is to have nore cooperation between the two regions.”

Meanwhi l e, Hasnita also said its link with First Islam c has assisted
Conmerce M3 in capturing the market there.

"W are using the syariah board of First Islamc for all our products.
The fact that First Islamc is based in Wst Asia with prom nent
sharehol ders wi Il broaden our syndication capabilities.

The usage of the sane syariah board is pertinent as it ensures the
acceptance of the Islamc products introduced by Commerce M3d in West
Asia. The issue of whether Ml aysian-invented |Islamc products is
according to the strict interpretation of the Islam c | aw has al ways been
an issue.

Mal aysi an institutions have been said to have adopt a nore |i beral
interpretation of the syariah to develop a broader and nore innovative
range of Islanmic financial products, contrary to the approach taken by the
syari ah council in Wst Asia.

Hasnita al so said there is a growing awareness in Wst Asia that Islanic
financing can be utilised for major projects, particularly in the Asean
region.

She added that Ml aysian investors should try to nobilise funds from
West Asia, as they will be able to tap into deep markets and get the
prici ng advant age.

Baharin, said Hasnita, is nore advanced in terns of usage of Islamc
products conpared to Mal aysia, but is still |acking behind where volune is



concerned. Therefore, it offers plenty of opportunities to Ml aysian
i nvestors.
It is estimated that there is an untapped potential of a grow ng US$100

billion pool of Islamc funds worl dwi de, and there is also a global void
in the Islamc nmerchant banking market. There are now 186 |slanic
financial institutions worldwi de with funds reachi ng US$77 billion.

Meanwhile, First Islamic, once it finalises its sharehol ding structure,
pl ans to launch a global Islamc equity fund.

The fund shoul d be worth about US$350 million, said Hasnita, and
investnent will be on a gl obal basis.

"On the syariah side of it, everything has been finalised. W have been
wor ki ng on syariah opinions and nmechanismas well three years for now, "
sai d Hasnita.

"Wt are getting the State Street Bank in Anerica to be the custodi an of
the fund. The fund manager will be a New York-based firm Sanford
Bernstein, which is huge in terns of research capability."

"When you do |slamc fund managenent, you need to spent time on research
and they are anong the top three in ternms of research and performance, so
that is why we have engaged themto be our fund manager," Hasnita added

First Islam c was established to provide investors with investnent
banki ng services and profitabl e new products through conbi ni ng
conventional investnent banking expertise and a fundanental understandi ng
of syariah | aw.

Anmong the projects that have been undertaken by First Islamc via
Conmerce MA in Malaysia is Projek Usahasama Transit Ringan Automati k Sdn
Bhd's light railway transit system Phase I, where Cormerce Md acted as
the Islam c financial adviser and joint arranger for the financing of up
toa RML billion Islanmic tranche.

Commerce Md is a joint venture between Mjestic G obal and Conmerce
Assets Hol di ng Bhd, Renong Bhd and Dal | ah Al baraka (M Hol di ngs Sdn Bhd,
with equity hol dings of 39:51:5:5 respectively.
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