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Sectorization of Islamic financial corporations—Issues and recommendations

Joint Workshop on Statistical Treatment of Islamic Finance in National Accounts and External Sector

March 14-16, 2022 -Statistics and Experimentation and Testing of new recommendations in GCC countries
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General Sectorization and Output ssue 2.1 Gl i) Gludal g alad) o Uall) Cipladl) 3>

Review of specific Islamic finance entities Issue2.2 ) Jogalll CULS dan) pa >
How can they be sectorized ? Issue 2.3 fElLSl) odgd Guulial) o Al el didall) ga L )

How to calculate their output? Issue 2.4 fULS o il A dad Cludal) (e CiS B
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Islamic Financial Entities >y i sadll GlLLS

The off-balance sheet restricted investment accounts
A ) z A Badial) jlafiiad) cilloa

Islamic windows in conventional banks
Al o i) 8 dpadlay) ) git)

Wagf funds which are established for a defined purpose, usually for charity, and are managed
by financial institutions (private or public)

Hajj funds which are dedicated vehicles for Muslims to save up to perform pilgrimage duties
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Methods to calculate output

Are they ..
r s etof |, institutional unit oo 23 1 output (soue 2.
) - Issue 2. :
financial position is / (1ssue 2'2)? P
maintained 4]
'A':ns‘;:fsfj;‘; ﬂiim Sum of costs and FISIM
indepe;,dent,y from (IB) Yes Non-money market investment on financing
4 funds (S124) arrangements such
] :
\ as Murabaha and ljarah
@s not mixed
with the IAH funds i
l
Lo Deposit-taking corporations Combination of FISIM, fees
maintain a full set of Yes except the central bank (S122) and commissions
accounts, . . .
_~ Captive financial institutions and sum of costs
Yes money lenders (S127)
have an independent Non-monev market
management i Yes y Sum of costs

-

investment funds (S124)




Central Bank (5121) Central Bank
Monetary Authority
Deposit-taking corporations except the central Islamic Banks

bank (5122)

Commerce and Development
Banks

Online Banks
Commercial Banks
Islamic Microfinance Banks

Islamic Windows in conventional
Banks
Money market funds (MMFs) (S123) Sharrah-compliant MMFs

Non-MMF investment funds (5124) SharTah-compliant Non-MMF
investment funds

The off-balance sheet
investment accounts

Hajj Funds

Financial intermediation services

SharTah-compliant investment services

SharTah-compliant investment services

Examples of financial services provided Proposed method to calculate output

Monetary policy services
Financial intermediation services

Borderline cases, such as supervisory services

Sum of Cost
FISIM formula

Market output — explicit fees
Non-market output — Sum of cost

Output is a combination of the following:

() For loans and deposits is calculated using the
FISIM formula, i.e., (r—rr)xY +(rr—rp)xYp, wherer,
ro, 1, Y, and Yp represent the loan dividend rate,
JjeFosit dividend rate, reference rate, average stock
of loans and average stock of deposits respectively

(b) Explicit fees

For purposes of calculating the output, and thereby
the value added, of Islamic MMFs, and based on the
nature of ownership of shares, they could be
treated in the same way as conventional MMFs.

As such, output may be computed as the sum of
various fees that MMFs charge investors on
transactions, namely purchase and redemption fees,
exchange fees, account fees, and operating fees.
Retail fees (Bank —indididual investor) can differ
from wholesale (Interbank market) fees.

For purposes of calculating the output, and thereby
the value added, of Islamic non-MMFs, and based

on the nature of ownership of shares, they could be
treated in the same way as conventional non-MMFs.

As such, output may be computed as the sum of
various fees that non-MMFs charge investors on
transactions, namely purchase and redemption fees,



Examples of financial services provided Proposed method to calculate output

her financial Islamic investment banks SharTah-compliant (advisory) investment banking services Output is a combination of the following:
. . such as structured finance (Istisna’a or ljarah), investment .
ermecdlacrles exctgpt Investment companies placement, raising funds (often on the basis of joint (a) Explicit fees
urance corporauons Mudaraba) in equity and debt markets and trade finance =0 e =l e T e e
d pension funds (5125) (Murabaha contracts being the dominant Shart ah principle) (ca)lcmstleccli a;n(a;[\_crlg XS\?[\I/ICG charge, which 1s caicuiated s
where r , rr and Y| represent the lending return, reference rate
Murabaha or Bai Ajel installment sales and average stock of loans respectively
SR ETETE S RGN Asset management corporations Management of SharT ah-compliant investments and funds  Explicit fees

complying with SharTah Brokerage (e.g. Takaful products)

Provision of infrastructure for financial markets such as, Sum of Cost
financial software or capital market hubs

Manage and administer the takaful and retakaful funds on
behalf of the participants

In many countries Islamic Financial Institutions need to
appoint a Shartah advisor.

The output of takaful and retakaful operators is calculated as
Takaful operators and retakaful the wakalah fees they charge to administer takaful and re-
e takaful funds and/or the share of profits earned from investing
perators
takaful and retakaful funds

Islamic finance advisory boards

Holding companies Holding of assets (i.e., controlling-levels of equity) of Output is calculated as the value of explicit fees or sum of costs
subsidiary corporations which provide Islamic financial

Shart ah-compliant money lenders ,
services

ders (5127)

, : , Output is a combination of the following:
Holding the Wagf assets and working on its growth and

development (a) Explicit fees

(b) Implicit financial service charge, which is calculated as
calculated as (r,—rr)xY,, wherer , rr and Y| represent the
lending return, reference rate and average stock of loans
respectively

SharT ah-compliant money lending services

Wagf Funds




Examples of financial services provided Proposed method to calculate output

Family takaful plans The output of takaful and retakaful funds is
Insuranc.e eligul et yl Kaf Ip I comput(?d as the wakalah fees they pay to takaful
corporations (S128) Re-takaful funds General takaful plans operators and/or the share of profit payable to
Re-takaful undertakings takaful operators plus other intermediate
consumption, if any.

Takaful Windows

The output of Takaful Windows calculated as sum

The “light” version of takaful of costs

observed in some economies
(i.e. less complex/compliant
arrangements where insurance
contracts do not have to
segregate takaful operators and
takaful funds) is considered
similar to conventional
Insurance arrangements and
thus, the combined unit is
sectorized into the insurance
corporations subsector (S128)

Pension funds Defined contribution pension ~ Pension fund services Sum of costs
(S129) funds

Defined benefit pension funds
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