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Overview _
Topics
.. o Islamic Finance and being socially
Over 150 participants from around the useful
world convened in London at the offices of .
' _ o From halal to tayyib
our host partner Clifford Chance in Canary o The Magasid al Shari‘ah and the UN
Wharf for the Islamic Finance Council UK Sustainable Development Goals (SDGs)
(UKlFC) 2019 London Summit, Organised in o Environment, social and governance
partnership with the International Shari'ah (ESG) screening and Islamic finance
Research Academy for Islamic Finance o Islamic banking and the UN Principles
(ISRA) of Malaysia and supported by for Responsible Banking (PRB) and
Gatehouse Bank and DDCAP Group. Principles for Responsible Investment
(PRI)
This year’s event explored the relationship o Non-banking institutions and their role
between Islamic finance and social in meeting customer demand
purpose; a topic relevant to both UKIFC and o Zakat and blended finance
ISRA. Islamic finance is often positioned o Islamic finance and impact investing:
within the broader umbrella of ethical leader or follower?
finance and the summit provided a o Female representation in Islamic
platform to both wunderstand Islamic finance
. . . o Reflections on the Islamic finance
banking as an industry and examine the i
journey

social impact of Islamic finance. What

" ) o One God, Many Paths: the overlap
positive social outcomes have been

between Islamic values, the values of

achieved and what is the future vista for over faiths and non-faith values

Islamic finance?

UKIFC

For nearly ten years the UKIFC has
designed and built out award-
winning innovative initiatives across
mainstream_ethical finance and is a
global leader in advancing the debate
on the relationship:between Islamic
and ethical” finance. Through its
unique_international partnership with
ISRA the UKIFC has, over the last

seven years, collaborated on a
number of thought leadership
reports, executive education courses
and industry events intended to drive
the sector forward.
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Words of Welcome
UKIFC & ISRA

Prof. Akram Laldin of ISRA and Omar Shaikh of
UKIFC opened the conference with words of
welcome to the attendees and thanks to sponsors
and supporters.

The focus of Islamic finance has always been on
finding solutions which are halal - permitted - but
it is time to go further. In conventional finance,
there has been a huge recent movement towards
ethical finance with ESG, impact investing and
increased awareness of the SDGs.
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With its inherently ethical focus, and extensive
experience Islamic finance should be at the
forefront of this. In practice, however, this has not
happened. The 2019 London Summit brought
together experts from across the world of Islamic
finance to unpack why this should be, and what can
be done about it.
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Keynote Address: Rafe Haneef
Islamic finance and the SDGs

— SEE

In a thoughtful and engaging keynote address, Rafe
Haneef, CEO of CIMB Islamic argued that the Islamic
finance industry originally evolved with two goals:

1. To offer alternative products based on risk-
sharing rather than interest

2. To invest in a socially responsible manner,
following the 5 mugqasid: protecting religion,
life, intellect, lineage and property

Lending based on risk-sharing in a world
dominated by fractional reserve banking has
proven to be inefficient, like playing football while
your opponents are playing rugby. Over time,
products have grown to more closely resemble
their counterparts in conventional finance, begging
the question of what Islamic finance is for.

The answer is to invest in a socially responsible way.
Here, there is much Islamic and conventional
finance can learn from each other. Islamic finance
has great experience in screening, while the
screening in conventional finance goes deeper in
certain specific areas, such as the environment.

While there is compatibility between the SDGs and
the mugqasid, sometimes Islamic finance falls into
the trap of assuming that it is by definition
“responsible finance”, which explains the poor
uptake of the UN PRI and PRB in Islamic finance.

However, conventional finance does not always pay
enough attention to social issues. Screening out
child labour is admirable, but if child labour
happens as a result of family breakdown caused by
gambling or alcoholism, then you are not tackling
the root cause.
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Panel 1: Islamic Finance and Being

Socially Useful
The purpose and outlook of Islamic finance
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The day’s first panel saw Clare Burgess of hosts
Clifford Chance moderate a debate on the social
purpose of Islamic finance between Stella Cox of
DDCap, industry expert Sultan Choudhury, Peter
Greengrass of NDI Takaful, Ummahani Amin of The
Metropolitan Skills and Hatim El-Tahir of Deloitte
Bahrain.

Key points

e Islamic finance in the UK was established to
address financial inclusion for Muslims

e [t tends to focus on negative screening rather
than proactively targeting social impact

e Stakeholders such as owners, employees and
customers may need to accept the cost
premium

e Social capital could start establishing financial
institutions to incorporate social goals from
the ground up

e Thereis great work in the sukuk space, with
Malaysia’s SRI framework and Indonesia’s
green sukuk issuance

e The sector as a whole is too weighted towards
banking
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Panel 2: The Shari’ah Debate
Moving from Halal to Tayyib: how does the
Magasid al-Shari’ah align with the SDGs?
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In the second panel of the day, UKIFC's own Umer
Suleman moderated an insightful debate between
Shari'ah scholars. Prof. Dr. Mohamad Akram Laldin
& Dr. Marjan Muhammad of ISRA were joined by
Shaykh Hytham Tamim of Utrujj and Shaykh
Salman Badr Al-Hasan of Primary Finance to discuss
the compatibility between Islam and the SDGs, and
the role of Islamic finance in pursuing good versus
excluding harm.

Key points

There is a very important link between Tayyib,
that which is wholesome, and a commitment
or contract

There is substantial compatibility between the
Magqasid and the content of the SDGs, barring
some exceptions

The SDGs arose out of the failures of
capitalism, but can never be fully compatible
as they lack a religious basis

There is a fundamental tension in the fact that
the SDGs enshrine growth, but the planet’s
resources are finite

God discourages us from “consuming our
legacy”, or destroying the world for future
generations

If there is any product whose harm outweighs
its benefits, it should be forbidden

The challenge for Shari’ah scholars is to
develop the data and tools to measure harm
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Fireside Chat
The UN PRBs and SDGs: opportunity or threat
for Islamic finance?

Following a presentation from UKIFC's Richard de
Belder, Rafe Haneef and Gatehouse Bank’s Andy
Homer joined moderator Qudeer Latif from our
hosts Clifford Chance for a discussion on how the
UN PRBs and SDGs fit into Islamic finance.

They debated whether the SDGs can propel Islamic
finance from negative screening to positive impact,
expanding reach and recognition and what
innovations in Islamic financial instruments can
turbo charge Islamic finance’s support for the SDGs
and why Islamic banks need to engage in the UN
PRB and PRI.

Key points
e Institutions need a plan towards meeting SDGs
e They need a theory of change, in terms of what

they are trying to do and how they can
measure it — this should align behaviour with
‘true cost’
e A consumer-driven approach can provide a
framework to shape operations, products and
services, increasing positive outcomes and
decreasing negative outcomes

ISRA  cuives

The London Summit 2019
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Panel 3: Islamic Social Finance

The role for non-banking institutions in
providing ethically and socially aligned
solutions

Moderator Umer Suleman was joined for the third
panel of the day by Ali Akbar of Ansar Finance, Dr
Emir Camdzic of the Centre of Islam & Sustainable
Development and Penny Appeal, Asoc. Prof. Dr Said
Bouheraoua of ISRA and Daniel Saunders of
Octopus Investment.

The panel looked beyond the dominant role of
banks in Islamic finance, exploring community
finance and fintech. They discussed the challenges
in establishing a wagf culture and taking on the
payday lenders and the opportunity for asset
management to offer an alternative to products
offered by banks.

Key points
e Community lenders who do not charge
interest can struggle to cover costs such as
compliance
e Reputation is a powerful intangible asset in
finance and smaller institutions can struggle
e The ecosystem of finance is not friendly to risk-
sharing, and it can be unfair to ask customers
to risk all their capital
e There is huge potential for wagf - scholarly
consensus suggests it is permissible to invest
and use the proceeds for charitable purposes,
and then recoup the initial capital
¢ Innovative technologies such as blockchain
can enable Shari'ah compliant financial
solutions such as profit-sharing in ways that
were not possible just 5 years ago
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Panel 4: Islamic Impact Investing
Leader or follower?

In a world first for an Islamic finance conference,
the event featured an all-female panel discussing
impact investing in Islam. UKIFC's Tasneem Mayet

moderated a discussion between Shelina
Janmohammed of Ogilvy, Ramya Gopalan of the
International Federation of Red Cross and Red
Crescent Societies, Martina Macpherson of Sl
Partners and Samina Akram of Samak Ethical

Finance.

They discussed female representation in Islamic
finance, the ‘profit versus purpose’ debate among
female and millennial consumers and how to
measure impact, as well as the details of the green
sukuk market.

Key points

e Instead of ESG departments lobbying
executives for change, over the last few year
executives are coming to the ESG departments

e Green sukuks account for less than 1% of the
total sukuk market and both involvement from
corporates and pressure from consumers is
needed to grow this

e Young people and women do not have
sufficient knowledge of Islamic finance, and
there is scepticism across the community

e Islamic finance can provide leverage for
greater philanthropical impact
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Expert interview

Prof. Mohamed Igbal Asaria
Reflections on the Islamic finance journey

4 Sl S
The “godfather of Islamic finance in the UK” Prof.

Mohamed Igbal Asaria sat down with UKIFC
founder and managing director Omar Shaikh to
discuss the history and evolution of Islamic finance
since its humble beginnings and ask whether it has
met the social aspirations of its early pioneers.

Key points

o Thefirst ever Islamic finance conference in 1976
gathered 200 leading Islamic economists in
Mecca

e There was recognition that truly ethical, Shari'ah-
compliant finance will never be possible without
fundamental economic and political change

e |[slamic banking started as a grassroots effort to
demonstrate what was possible

o The current system is the result of collaboration
between lawyers, Shari'ah scholars and financiers

e There are synergies between ethical and Islamic
finance, but tolerance of debt will remain a
sticking point

e The ‘common core’ between ethical and Islamic
investments outperforms either strategy alone
and also the conventional market
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Panel 5: One God, Many Paths

The role of interfaith values

The final panel of the conference examined the
overlap between Islamic values, other faith values
and non-faith values. Habib Motani of hosts Clifford
Chance moderated a discussion between Rev. Fiona
Stewart-Darling of the Canary Wharf Interfaith
Chaplaincy, Church of Scotland elder Graham
Burnside of UKIFC, former HSBC executive Dominic
Gorton and Martin Palmer of Faithinvest.

The panel discussed the Edinburgh Finance
Declaration, an interfaith collaboration which
identified six core shared values between the

Christian and Muslim faiths:

1. Stewardship
2. Love of the Neighbour
3. Human Flourishing
4, Sustainability & Purposefulness
5. Justice & Equity
6. Common Good
Key points

e There are many shared values between faiths,
particularly among the Abrahamic faiths:
Judaism, Christianity and Islam

o All three faiths have historically had prohibitions
on lending with interest

o The ethics are not always black or white — a loan
can help someone in financial trouble, but at the
cost of creating more debt

e Regulation can be avoided by clever bankers -
lasting change happens by changing culture

e The concept of stewardship is powerful in
bringing the Abrahamic faiths together

o Some other faiths, such as Buddhism and
Hinduism feel this reflects a central problem:
humans see ourselves as in charge of the world

C L
CHANCE
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Islamic Finance SDG Taskforce

The conference saw the announcement of a new
international taskforce to engage the Islamic
finance industry with the SDGs. The high-level
Islamic Finance and Sustainable Development
Goals (SGDs) taskforce is supported by the UK
government and will be run by UKIFC when it
begins in 2020.

Economic Secretary to the Treasury John Glen said
the new initiative will ‘drive forward innovation
around the world’. It will aim to promote
understanding and encourage adoption of the UN
SDGs amongst Islamic financial institutions.
Gatehouse Bank has confirmed participation and
interest has already been expressed from Malaysia
and Dubai, as well as other UK organisations.

The UN'’s SDGs are the blueprint to achieve a better
and more sustainable future for all, addressing
issues such as climate change, education and
equality. But a recent analysis from UKIFC and
Malaysia-based ISRA found a considerable lack of
knowledge, misunderstandings and minimal
engagement by Islamic financial institutions with
the SDGs. To get involved contact UKIFC.
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The UKIFC is a specialist advisory and development body focused on promoting and enhancing the global Islamic and
ethical finance industry. The organisation was launched in 2005 as a not-for-profit by a group of likeminded professionals
who sought to make a contribution to the development of the Islamic finance industry.

Within the Islamic finance arena, the UKIFC has been the first body to focus on the contemporary ethical finance market
identifying areas of synergy and co-ordination since 2010. Over the intervening period the UKIFC has pioneered many
initiatives which have become internationally acclaimed and award winning moving the debate in Islamic finance to
consider the broader ethical finance thematic which has encouraged other organisations to join the dialogue. The UKIFC's
work includes:

e Designing and launching the Ethical Finance Hub, the UK's first dedicated platform for ethical finance

e Initiating the world’s first joint venture between Islamic finance and the Church

e Establishing and successfully running (for several years) the award-winning Edinburgh Ethical Finance Round
Table Series which has become the country’s leading platform for ethical finance

e Becoming the first Islamic finance body to formally support the UNEP FI Principles for Responsible Banking

e Launching the Global Ethical Finance Initiative (GEFI) and its international conference Ethical Finance Week

Its experience and expertise gives the UKIFC unique insight into both the Islamic and ethical finance markets to a depth
unparalleled by any other Islamic finance organisation. As such, it is regularly approached by stakeholders, in both
mainstream ethical finance and Islamic finance, for advice and support. Its capabilities include:

e UN SDGs - advising, capacity building and monitoring tools for all financial institutions with a special tool kit for
Islamic financial institutions

e Advising on integrating Islamic with broader ethical finance strategies for product design to widen product
appeal

e Advising conventional ethical finance bodies on adding an Islamic finance dimension to tap into new markets

e Planning, organising and supporting Islamic, ethical and interfaith finance events/conferences for publicity,
product launches, educational and awareness purposes.

The UKIFC specialises in four core areas:

1) Ethical finance - helping to promote better co-ordination and understanding of the shared values between Islamic
finance and the broader ethical finance arena

2) Advisory - specialist capability in advising government agencies, regulatory bodies and financial institutions on
creating enabling frameworks for Islamic finance

3) Executive training - delivering bespoke capacity building programmes aimed at practitioners and regulators
focused on commercial issues

4) Thought leadership - authoring reports, community education and providing industry comment towards
influencing regulation and encouraging the development of the sector based on strong research and insights.

ISRA ——

ISRA is an autonomous body set-up under the direction of the Central Bank of Malaysia (Bank Negara Malaysia) to promote
applied research in the area of Shari'ah and Islamic finance. ISRA provides a platform for greater engagement amongst
practitioners, scholars, regulators and academicians via research and dialogue, in both the domestic and international
arenas. Through pioneering research and rigorous intellectual dialogue, ISRA aims to promote innovation and dynamism
and thus extend the boundaries of Islamic finance.

In line with the nature of our organisations, our work is designed to empower stakeholders and encourage progressive
developments within the Islamic finance sector.
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Supporters & Partners

Host Partner

CLI FFORD
CHANCE

www.cliffordchance.com

Clifford Chance are one of the world's pre-eminent law firms with significant depth and range of resources across five
continents. As a global law firm we are able to support clients at both a local and international level across Europe, Asia
Pacific, the Americas, the Middle East and Africa. We are committed to delivering a world-class service — providing the
highest quality advice and support efficiently and effectively, every time. Our clients, who include corporate companies
across all commercial and industrial sectors, governments, regulators, trade bodies and not-for-profit organisations are at
the heart of how we work.

We advise on the most complex and ground-breaking Islamic finance deals throughout the world. We devise and deliver
financing solutions specific to the needs of our clients and which offer Islamic investors the opportunity to invest in
accordance with the principles and values of Islam. Members of our Islamic finance team, located in London, Dubai, Abu
Dhabi, Riyadh, New York, Singapore, Hong Kong, Paris and elsewhere in our international network of offices, have
extensive expertise and experience in both Islamic finance and conventional finance and are at the forefront of innovation
as Islamic financing techniques and products evolve. Our global team works closely together to allow us to pool expertise
thereby giving clients the benefit of in-depth product, industry and local law expertise as well as Islamic finance
experience.

Clifford Chance has for many years been involved in Islamic financing techniques and Islamic product development. As the
Islamic financing market has expanded and become more sophisticated in recent years, our involvement and expertise in
this field has increased. We are able to draw on our substantial experience of Islamic financing, ranging from preparation of
standard form documentation such as murabaha and mudaraba arrangements to documenting complex structured
financings including Islamic tranches of project financings, Islamic funds (including infrastructure funds and principal
protected funds), structured ijara transactions, Islamic derivatives, acquisition finance and new investment products.

Sponsors

’." DDCAP
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www.ddcap.co.uk

Headquartered in central London, with an office in the DIFC in Dubai and a presence in Saudi Arabia, DDCAP Group
(“DDCAP”) is positioned as a leading market intermediary and financial technology and systems solutions provider to the
Islamic Financial Services Industry, extending value-added services to its global institutional clients across a diverse range
of products.

DDCAP is a direct investor in Islamic financial sector initiatives, amongst those its multi award winning Sharia’a compliant
financial technology, the ETHOS Asset Facilitation Platform ™ (“ETHOS AFP™”). ETHOS AFP™ is a bespoke real-time trading
platform with 24hour coverage, enabling clients worldwide to purchase commodities and other assets via a secure, web
based portal as an alternative to traditional transactional processes. ETHOS AFP ™ encompasses Sharia’a and business
focused operational requirements across treasury, capital markets, asset management, client consumer banking
portfolios and takaful.

Along with adherence to Sharia’a stipulations, ETHOS AFP ™ supports DDCAP’s stated intention to incorporate
Sustainable and Responsible Investment (“SRI”) and financing principles alongside efficiency and governance
requirements. In 2016, DDCAP became one of the first Islamic financial sector signatories to the UN supported Principles
for Responsible Investment (“PRI”). DDCAP is also a member of the RFI Foundation which is a think tank for the
Responsible Finance community. These developments demonstrate the commitment that DDCAP has made to meet the
growing demand from global investors seeking to integrate SRI principles within their core investment and allocation
strategies.
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www.gatehousebank.com

Gatehouse Bank is an award winning Shariah-compliant bank offering savings products and finance for UK commercial
and residential real estate, in addition to sourcing and advising on UK real estate investments with a focus on the build to
rent sector. We offer a genuine alternative to conventional banks, with products that are transparent, fair and socially
responsible.

Founded in 2007, the bank is based in London and Milton Keynes and is a subsidiary of Gatehouse Financial Group
Limited.

Gatehouse Bank is authorised by the Prudential Regulation Authority (PRA) and regulated by the Prudential Regulation
Authority and the Financial Conduct Authority (FCA).

Supporters
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www.globalethicalfinance.org

The Global Ethical Finance Initiative (GEFI) is a sister organisation of the ethical finance hub which oversees, organises
and coordinates a series of programmes to promote finance for positive change. It brings together the world’s business,
political, and social leaders to build a fairer finance system for people and the planet. GEFl wants a fairer system of
financial management that delivers more than just profit. GEFl achieve this by engaging with key players in the finance
sector, government and global institutions to run a series of projects; informing the public and promoting greater
individual choice; collaborating with partners to make Edinburgh the global home of ethical finance; and delivering
responsible banking and investment through policy reform.

As part of GEFI's Path to COP26, Ethical Finance 2020 will be hosted in Edinburgh on October 6-7t; visit
www.ethicalfinance2020.com or www.globalethicalfinance.org/path-to-cop26.
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