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Emirates Islamic pioneers Shariah compliant Sale of Debt

structure

Reinforcing its position as a trailblazer
in Islamic finance innovation, Emirates
Islamic (EI) recently concluded its debut
syndicated financing that marked the
introduction of a unique Sale of Debt
solution in accordance with AAOIFI
standards. NESSREEN TAMANO
reports.

The development of the new Islamic
Sale of Debt solution was driven by the
issuance of AAQOIFI Standard No. 59 in
2021, which provided a solid foundation
for Islamic financial institutions to sell
debts in exchange for a commodity
consideration.

According to EL the process involved
addressing long-standing challenges in
liquidity and risk management while
ensuring Shariah compliance. This
included managing complexities in
transaction documentation and devising
a solution flexible enough to be used

to acquire existing participant shares

in AAOIFI-compliant, commodity
Murabahah-based transactions.

Structural innovation

The innovative Shariah compliant Sale
of Debt solution allows participants

to manage liquidity and risk more
effectively. “Usually, Islamic liquidity
management tools are used for general
liquidity purposes, helping Islamic
banks meet regulatory requirements,
manage daily cash flow needs and

optimize returns of surplus funds,” the
bank said.

On the other hand, the Islamic Sale

of Debt solution caters to liquidity
requirements and asset expansion,
facilitating the secondary market trading
of debt-based financing and instruments
and allowing Islamic banks to optimize
their assets and liabilities management.
The process is complex and requires
careful deliberation to maintain Shariah
compliance and operational viability, the
bank asserted.

Addressing market gaps

El launched the solution in response

to a clear market demand for a Shariah
compliant mechanism to manage
liquidity and risk in debt-based
transactions. The gap existed due to

the absence of Shariah compliance
requirements for such solutions before
the issuance of the AAOIFI Sale of Debt
standard. EI's leadership in adopting
the standard has enabled participants to
transact freely in primary and secondary
markets, fostering greater flexibility

in terms of managing liquidity and
efficiency.

The initial market response has been
overwhelmingly positive, the bank told
IFN. The solution is already in use by
various counterparties to manage risk
exposure, liquidity and credit appetite
related to Murabahah financing. EI

expects this innovation to significantly
boost the share of Islamic finance in local
and international markets, enabling
greater participation from institutions
across different jurisdictions.
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The solution also strengthens the UAE's
position as a global hub for Islamic
finance, underpinned by innovation,
flexibility and robust Shariah governance.
By enabling participants to efficiently
manage liquidity and business
opportunities, the solution contributes to
the growth and adaptability of the
Islamic finance industry in the UAE and
the broader GCC region. (2
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