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Message from the Chief Executive Officer

The last few years have seen a rapid growth in size, quality and sophistication of financial markets, because of changes in the policy
and
regulatory environment,
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their relevant field of work; (2) Studying the latest developments in the financial markets

The Institute's main activities are (1) Licensing the professionals
The economy is changing all the time. The Institute hopes that, by
in order to discover whether there is such a thing as an ideal market economy; and (3)
working in the financial markets by certifications. The institute’s key
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of Pakistani financial markets as well as to related policies by conducting neutral and professional studies of how these markets and the financial system are regulated and organized and how they perform.
The economy is changing all the time. The Institute hopes that, by responding to these
changes positively, it can contribute to the dynamic development of the country's financial markets as well as of the economy itself.
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Introduction To The Organization

The Institute of Financial Markets of Pakistan (IFMP)
(Formerly Institute of Capital Markets), Pakistan’s first securities market institute, has been established as a permanent
platform to develop quality human capital, meet the emerging
professional knowledge needs of financial markets and create
standards among market professionals. The Institute has been
envisioned to conduct various licensing examinations leading
to certifications for different segments of the financial markets.
IFMP develops a pool of trained and certified professionals,
skilled not only to deal in conventional instruments but also to
trade in new and complex financial market products.

-FEE STRUCTURECandidate Registration Fee (One-Time)
Rs.10,000
Examination Registration Fee
Rs.7,000
Membership Fee (Annual)

-EXAMINATION
SCHEDULE-

Rs.5,000
Study Guide (Hard Copy)

(2016-2017)

Rs.800

- Sunday, 26 March, 2017

OTHER CERTIFICATIONS

- Sunday, 28 May, 2017

 Financial Advisors Certification

PROGRAMMES

INSURANCE CERTIFICATIONS

 Financial Derivative Traders

Certification
 Compliance Officers Certification

 General Takaful Training

LICENSING CERTIFICATIONS
 Fundamentals of Capital Markets
 Pakistan’s Market Regulations
 Stock Brokers Certification

 Family Takaful Training

 Clearing and Settlement Operations

Certification

 Life Insurance Agent

 Risk Management Certification

 Non-Life Insurance Agent

 Capital Budgeting and Corporate

Finance Certification
 Investment Banking and Analysis

Certification

 Mutual Funds Distributors

 Islamic Finance Certification

 Commodity Brokers Certification

 Research Analysts Certification

For more information, please visit our website: www.ifmp.org.pk
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IFMP Activities

Message From The CEO
The last few years have seen a rapid growth in size, quality and
sophistication of financial markets, because of changes in the policy
and regulatory environment, the entrepreneurial initiatives of individuals and institutions, and the availability of trained manpower.
The continuing growth of financial markets is further adding to the
Mr. Muhammad Ali Khan
demand for well-trained professionals.
Institute of Financial Markets of Pakistan is dedicated to the professional development of financial markets and research on financial
markets as well as the well being of financial markets by educating
the professionals about the norms and ethics being practiced in the
markets. IFMP has had a pioneering role in meeting the demand for
educated manpower. It is Pakistan's first specialized institution
devoted to the education and updating of knowledge of manpower
for financial markets. It will provide high-quality educational standards for all types of financial market participants; investors, brokers, mutual funds, investment banks and policy makers.

thing as an ideal market economy; and (3) Contributing to the development of financial markets in Pakistan. By means of these three
activities the Institute seeks to communicate its ideas to the audience both at home and overseas. The Institute's research is intended, first and foremost, to be neutral, professional and practical.
Rooted in practice, it aims to contribute to the healthy development
of Pakistani financial markets as well as to related policies by conducting neutral and professional studies of how these markets and
the financial system are regulated and organized and how they perform.

The Institute's main activities are (1) Licensing the professionals
working in the financial markets by certifications. The institute’s key
responsibility is to educate the professionals working in different
financial markets of Pakistan through examining their knowledge in
their relevant field of work; (2) Studying the latest developments in
the financial markets in order to discover whether there is such a

The economy is changing all the time. The Institute hopes that, by
responding to these changes positively, it can contribute to the dynamic development of the country's financial markets as well as of
the economy itself.

WORKSHOP
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Shariah Compliant Real Estate Investment Trusts

The objective of this article is to provide a brief introduction to Shariah Compliant Real Estate Investment
Trusts (S-REITs) and highlight some developments that have occurred globally in recent times with reference
to S-REITs.
As the name suggests, S-REITs invest in properties that are considered to be aligned with the Islamic principles. Accordingly, the S-REITs not only follow the regulations set out by the regulators in a particular country,
but they also operate within the Shariah parameters. S-REITs are gradually becoming popular both due to
their Shariah-compliant investment in real assets and their relatively superior performance in comparison to
other Islamic finance instruments. Bloomberg (2015) reported that the Malaysian S-REITs outperformed
sukuks in 2014.
INCEIF (2006), Ibrahim et al. (2009), and Securities Commission Malaysia (2012), highlight the following distinguishing attributes of S-REITs:


Agreement: Three parties, the manager, the trustee and unitholders come together to establish S-REIT.
The agreement between the parties is governed by a deed, which is overseen by a regulator.



Permissible Investments: S-REITs do not invest in properties that are associated with activities deemed
unethical under Shariah, such as gambling. It limits riba (interest), gharar (risk taking activities), and
maisar (gambling).



Shariah Advisory Board: Real estate investments are certified compliant by scholars who are well versed
in Shariah law. Areas of advice include acquisitions, financing, and tenant mix.



Financing: Equity or other Shariah compliant forms of financing are permitted.



Insurance: Property must be insured through Takaful.



Risk Management: Forward sales or purchases of currency is permitted to manage risk; however, S-REITs
are encouraged to deal with Islamic financial institutions.



Revenue Generation: A threshold of 5-20% is applicable on non-permissible activities.



Leverage Compliance: Debt-to-market value of equity must be less than or equal to 33%.



Cash Compliance: Account receivables to market value of equity must be less than 45%.

It is evident from the characteristics that S-REITs are subject to both qualitative and quantitative screens
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IFMP Monthly Newsletter

4

04

Shariah Compliant Real Estate Investment Trusts

(Ibrahim et al., 2012).
According to INCEIF (2006), there are two models
for S-REITs; one is the Wakalah model and the other
is the Mudharaba model. In the Wakalah model there
is a fee-based Wakil who maintains the properties of
the REIT. Under the Wakalah model, the management company or the ‘Wakil’ assumes the responsibility of managing properties effectively, maintaining
net property income, maximizing the return and performance of each property, acquiring new properties
that meet the investment criteria, and employing optimum capital structure. The ‘Wakil’ is paid management expense that includes annual management and

listed in February 2007

maintenance fee, annual trustee fee, Shariah fee and
fund expenses, for the services rendered. The man-



agement company, or the ‘Wakil’ does not bear potential of loss of investment. On the other hand, the

Commercial building REIT (Axis REIT), which
was converted to Islamic REITs in December
2008.

ment company.

The GCC also gained substantial traction with respect to real estate transactions structured with Islamic finance. According to Ibrahim et al. (2012), the
following developments took place in 2006:

Significant developments with respect to S-REITs



Al Roustamani Enterprise set up a US$2.3 billion
Shariah compliant real estate development fund
to invest in a global chain of Shariah compliant
hotels.



The UAE-based Nakheel Group launched a
US$2.5 billion Sukuk bond for the financing of
real estate developments.



A Qatar-based real estate investment company
issued a Sukuk worth US$270 million to finance
the real estate transaction.

Mudharaba model is based on the profit-sharing
agreement between the unitholders and the manage-

have occurred in the last decades. Most importantly,
Malaysia took a lead in listing its first S-REIT in 2006
(Securities Commission Malaysia, 2012). In 2012,
Malaysia had the following three S-REITs listed on
the exchange:


Hospital REIT (Al-’Aqar KPJ REIT) listed in August 2006.



Plantation REIT (Al-Hadharah Boustead REIT)

January, 2017
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Shariah Compliant Real Estate Investment Trusts

Besides these developments, Kuwait and Bahrain
launched a private S-REITs in 2007 and 2009 respectively, Singapore listed its first S-REIT in 2010, the
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“REITs offer the benefits of real estate ownership without the headaches or expense of being a landlord.”
-Anonymous
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Investors’ Terms Of The Month
-Stock Exchange

Access

(Corporatization, Demutualiza-

In relation to the central deposi-

tion and Integration) Act, 2012

tory system maintained by a central depository, means the placing

Qualified Institutional

of information on that system or

Buyer

the retrieval of information therefrom.

(a) A bank;

-Central Depositories Act, 1997

(b) A financial institution as de-

Depository Receipt
Company
Any body corporate and includes

A certificate or other record, whether section (1) of section 2 of the
1984
or not in the form of a document, Companies Ordinance,
(XLVII of 1984); or

a firm or other association of in- which
dividuals.
-Anti-Money Laundering Act,
2010

Clearing Facility

(a) Is issued by or on behalf of a per- (c) Any other entity, which is noson who holds any shares, debt securi- tified by the Commission as a
ties and warrants of a particular issu- ‘qualified institutional buyer’
based on the criteria prescribed
er; and
(b) Acknowledges that another person

A facility for the clearing and set- is entitled to rights in relation to the
tlement of futures contracts trad- share, debt securities and warrants,
ed on a futures exchange.
-Futures Market Act 2016

Chairman
The Chairman of the Commission

fined under clause (15A) of sub-

debt securities and warrants of the
same kind.
-Securities, Act 2015

under regulations.
-Securities Act, 2015

Trading Right Entitlement
Certificate Holder / TRE
Certificate Holder
A company to which a trading

Initial Shareholders

right entitlement certificate has

and includes the Acting Chair- The legal owners of the shares of a been issued.
man.

stock exchange on the date of corpo-SECP Act 1997
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Business and Economic Newsflash
RISES

AGAINST

MAJOR

CURRENCIES, of Rs.180 billion to boost exports, but its impact will

EXCEPT DOLLAR

be visible in the second half of the current fiscal year.

The rupee has been

INVESTORS WARNED BY SECP

appreciating against

As the stock market

all major interna-

breached the 50,000

tional

currencies,

mark during intra-

except the dollar,

day trade, Chairman

making it harder for

Securities and Ex-

exporters to keep

change Commission

their products globally competitive. The Monetary of Pakistan (SECP)
Policy Information Compendium said that the Paki- warned investors not to enter the `rat race` following
stani currency appreciated against global currencies the advice of manipulators. He said there was no
during the first seven months of the current fiscal chance of any market crash as SECP`s Systematic Risk
year.

Department is active in market surveillance and mon-

The European currency matters significantly for Paki- itoring. However, some individuals could face losses
stan because exports to the European Union have a due to misguidance.
sizeable volume. Pakistan`s exports have been declin- The SECP has also issued a set of guidelines for indiing for the last three years as exporters claim the high vidual investors, urging them not to trust brokers
cost of production has rendered their products un- blindly and trade through their own CDC account. It
competitive. China and India have emerged as the big- also urged investors to follow the record of their ingest competitor of Pakistan in the international mar- vestments and go for registered brokers only.
ket. Both countries are taking advantage of the economies of scale and producing cheaper products. Exporters have been demanding the rupee`s devaluation
against the dollar to boost exports. Exports to the
United States also dropped to $1.804 billion during
July-Jan 2016-17 compared to $1.923 billion in the
same period last year.
The government recently announced a relief package

January, 2017

The Chairman also said that it is the result of their efforts for the last two years that Mutual Funds are
strong and stable to support market growth. Previously, foreign buyers used to guide the market but
now, despite a selling spree, the market is growing.
INFLATION CONTINUES TO HURT ORDINARY
PEOPLE
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Business and Economic Newsflash

Most important seg-

CERTAIN MEASURES FOR OPEN-END EQUITY

ments of life are still

FUNDS PROPOSED BY SECP

facing higher inflation than the average
Consumer Price Index (CPI). The CPI for
July-Dec was 3.7%, but inflation for health, education
and other segments directly affecting the lives of ordinary people registered a sharper increase.

The SECP has proposed new measures to improve
liquidity in openend equity funds.
As per the requirements, all equity
funds and funds of
funds shall have to

The Inflation Monitor for December 2016 issued by maintain at least 5 per cent of net assets in cash and
State Bank of Pakistan showed that the highest and cash equivalents to meet immediate liquidity needs.
persistent increase was noted in education. However, it All asset management companies shall ensure comis astonishing that education, which is a basic right, is pliance with this requirement by Feb 15, 2017.
becoming costlier each year despite the absence of tax- Furthermore, all AMCs on behalf of funds shall be
ation. The primary victims of rising inflation in the non- required to make arrangements with banks or develtaxed education sector are poor Pakistanis who are un- opment finance institutions, in advance for borrowable to afford ever-increasing fees being charged by ing to deal with unexpected redemptions. However,
private-sector schools and colleges.

the borrowing should not exceed 15pc of net assets

The report showed that inflation for education in De- of the funds. All AMCs shall ensure compliance with
cember 2015 was 8.8%, indicating that the sector re- this requirement by March 1, 2017.
mained under the grip of escalating fees and costly
books and stationeries.

The requirements also include that in case where redemption requests exceed 10pc of the total number

Health is another important sector that affects millions of units in issuing fund on a dealing day, the redempof Pakistanis who are unable to afford private-sector tion requests of AMCs and its sponsors shall have the
services. The SBP report indicates that rising prices in last priority in redemption on that day.
this sector are also hurting the poor population as inflation rose to 8.4% in December 2016 on a year-on-year
basis.

January, 2017

The SECP further advised MUFAP to review illiquid
securities in lieu of best international practices regarding codification of such securities.
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Investment Quotes and Jokes

“The financial crisis of 2008 was not caused by investment banks betting against the housing market in 2007. It was caused by the fact that
too few investors - including all of the big investment banks - bet too
heavily on the housing market in the years before 2007.”
-James Surowiecki

“The reality is that business and investment spending are the true
leading indicators of the economy and the stock market. If you
want to know where the stock market is headed, forget about consumer spending and retail sales figures. Look to business spending, price inflation, interest rates, and productivity gains.”
-Mark Skousen

“Financial peace isn’t the acquisition of stuff. It’s learning to live on
less than you make, so you can give money back and have money to
invest. You can’t win until you do this.”
-Dave Ramsey

“In investing, what is comfortable is rarely profitable.”
-Robert Arnott

January, 2017
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Investment Quotes and Jokes
“The market is weird. Every time one
guy sells, another one buys, and they
both think they're smart.”
-Anonymous

URDU GLOSSARY
Affidavit
Examination

Initial Public Offer

Notification

Prescribe

Recruitment

Special Provisions

Violation
Working Hours
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Markets In Review
Monthly Review
Pakistan
Stock
Exchange

KIBOR
(6 Months)

Crude Oil
(WTI)

Bid %

100 Index

Offer %

53.62

Beginning

5.90

6.15

Beginning

47,806.97

Ending

53.44

Ending

5.87

6.12

Ending

48,757.67

Change

-0.18

Change

-0.03

-0.03

Change

+950.7

Gold

Silver

10 Grams

10 Grams

Beginning

Rs.42,600

Beginning

Rs.634.28

Ending

Rs.42,771

Ending

Rs.651.42

Change

+171

Change

+17.14

Source:
forex.com.pk
sbp.org.pk

Beginning

Foreign Exchange Rates
Interbank Market

GBP (£)

EURO (€)

USD ($)

Buying

Selling

Buying

Selling

Buying

Selling

Beginning

Rs.128.48

Rs.128.73

Rs.110.11

Rs.110.32

Rs.104.60

Rs.104.80

Ending

Rs.131.03

Rs.131.28

Rs.112.05

Rs.112.26

Rs.104.70

Rs.104.90

Change

+2.55

+2.55

+1.94

+1.94

+0.1

+0.1

DETAILS:
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