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THE DOW JONES ISLAMIC MARKET INDEX

Dow Jones and Company, a Fortune 500 company listed on the New
York Stock Exchange, is probably best known as the publisher of the Dow Jones
Industrial Average, but is also the publisher of the Wall Street Journal.

The Company decided to launch the Islamic Market Index because it
had been observed that a number of investment managers were seeking to run
exclusively shariah-compliant investment management This market was
expected to grow extremely quickly, and Dow Jones decided that it was possible
to create a bench mark for shariah-compliant investing. The famous academic
and Christian apologist C.S.Lewis once wrote that if he were a banker he would
tremble thinking that the three great monotheistic religions of the world all in one
way or another criticized the lending of money at interest. When Rushdi Siddigui
presented his plan for an Islamic index, and with Lewis’s words in mind, the
company decided to actively pursue the creation of an index for a large
population intent on following its religious principles. The company feels that it
is now well on its way to becoming the benchmark for Islamic investing. It has
been participating in many of the increasing number of Islamic banking
conferences. Any Islamic undertaking requires a competent shariah board, and
the company’s Is one of the most respected and recognized internationally. It
includés Mohammed Taqi Usmani of Pakistan, Mohamed A. Algari of Saudi
Arabia, Abdul-Sttar Abu Ghuddah from Syria, Nizam Yaquby of Bahrain, and
Yusuf Talal Delorenzo of the United States, who have helped Dow Jones
established screening parameters for the [slamic market Index. The Dow Jones
Islamic Market Index consist of nearly 600 companies globally from 30
countries, covers over 100 industry groups and nine economic sectors and today
has a market cap of nearly 8 trillion dollars. It-was launched in February 1999 in
Bahrain to the banking community, and its initial licensees were Brown Brothers
Harmiman and WAFRA, which is part of Kuwait’s Public Institute for Social
Security. It has been well received by the world media, having been widely
published around the world, as well as in the Wall Street Journal every day, in
the United States, Europe and Asia. Since that time, the company has had the
ability to launch additional sub indexation for United State companies; only one
sector index for global technology; indexes one for Islamically appropriate UK

companies; one for Canadian companies; and a blue chip extra liquid index.

Indeed, on a year to date basis, the Islamic market indexes have generally
outperformed their conventional counterparts. Dow Jones expects to launch
additional indexes; possibly a REIT (real-estate investment trust), an Internet
index, or a United State Small. Cap Islamic indexes.
The implications of the introduction of the Dow Jones Islamic Market
Index series are notable. It is expected that additional Isfamic funds will come
into the public domain, and one of the aspects of professional money
management, that.is really rapidly taking over the world, is this benchmarking
phenomenon, Moreover, fund sponsars generally do not want to be in the index
providing business; they simply want to manage assets, which is what they are
very good at; so a third party with some reputation for publishing indexes is a
good thing for the marketplace and its modemization.
David E. Moran
President, Dow Jones Index, New York.



2 NEWS & VIEWS

LECTURES ON ISLAMIC ECONOMIC
TEACHINGS AT DARUS SLAM,
UMARABAD

Darussalam, Umarabad,(Tamil Nadu) a well-
known Islamic seat of learning arranged a symposium on
the “Problem af teaching Islamic Economics™ in order to
prepare the curriculum for the student seeking Islamic
economics and finance as a special course at the college
level.

Dr.F.R.Faridi, the president of Indian Association
for Islamic Economics (IAFIE) and Dr. Tahir Beg of the
Imernational Islamic University Malaysia, were the
resource persons at the symposium, atlended by a large
number of academics, college teachers as well as the
students.

Dr. Faridi highlighted the significance of teaching
Islamic economics particularly in the era of globalization
amnd also focused on the theoretical development in this
field.

Dr.Tahir Beg, on the other hand, focused on the
recent experiments of teachings and researches at the
International Islamic University Malaysia and he also
introduced the syllabi of Islamic economics taught at that
University.

At the discussion, it was felt that with the
expansion of Islamic economics as a discipline, there is an
urgent need for the textbooks on various aspects of Islamic
economics and finance.

PROF. M. NEJATULLAH SIDDIQI DELIVERS
LECTURES

The distinguished Islamic Economist Prof.
M.Nejatullah Siddiqi delivered two lectures at the Aligarh
Muslim University. His first lecture was on “Islamic
Hunking Experiments™ at a seminar organized by the
Center of West Asian Studies, AMU (Jan.4th) in which
Prof. Siddiqi highlighted the current practices and
problems related to the Islamic banking system. His focus
was mainly on the Arabian Gulf.

His second lecture on “Muslim Economic
Factors™ (22 Jan). Prof. Siddiqi shed lights on the attitudes
of Muslim towards their economic betterment. He asked
the gathering of intellectuals at the Department of Islamic
Studies, Aligarh Muslim University to find out as to why
the Muslim community, unlike others, could pay little
atlention towards the economic upliftment of its people.
He observed that Muslim scholars and Ulama too,
throughout the centuries, have been confined 1 the
preaching of economic justice, equal distribution of wealth
and income. They have been lagging behind in drawing up
any strategy o initiawe the scheme, which may inspire the
common masses towards enterpreneurship, saving and
mvestment and the application of Islamic invesuaent tools.
These programimes were presided over by Mr. Mohammad
Hamid Ansari, the vice-chancellor of Aligarh Muslim
University, Aligarh,

RELEVENCE OF ISLAMIC FINANCE IN INDIA
AND THE CONTEMPRORY WORLD:
A REPORT

Institute of Objective Studies, Aligarh Chapler
organized a lecture on "RELEVENCE OF ISLAMIC
FINANCE IN INDIA AND THE CONTEMPRORY
WORLD" by Mr. Igbal Ahmad Khan, Managing Director,
Amana Finance, HSBC Ltd, and London.

Mr.lgbal Khan, himself an Islamic banker,
highlighted the relevance of Islamic finance in the area of
financial liberalization and globalization and also focused on
Islamic Capital Market where mutual funds, equity, insurance
sectors are looked as an important segment of it.

He pointed out towards the challenges that the
Islamic finance industry may face in the era of
liberalization and privatization. These problems relate to
the harmonization of Shariah standards of accounting and
screening of projects. Moreover, Islamic finance industry
has to improve its managerial capacity, use the latest
technology, provide the Islamic training to its personnel
staffs and it should also concentrate on the innovation of
various investment products. He said that in the age of
information technology Islamic finance has much scope
through E-commerce where joint ventures and mutual
funds can attract the Islamic equity Market.

Prof. M.Nejatullah Siddiqui, the pioneer of
Islamic banking, presided over the programme. In his
predential remarks Professor Siddiqui appreciated the
wide experience of Mr.Iqgbal Khan in the area of Islamic
finance and advised the young researchers to concentrate
on the risk management aspects of contemporary financial
theories. He also clarified that the first theoretical
framework on Islamic Banking model in carly 1960s was
presented by Dr. Mohammad Ogzair, who held from the
Allahbad University and latter on his (Dr. Siddiqui’s)
wark on interest-free model, ‘Banking Without Interest’
came out in 1967,

Mr. lgbal Khan's second leciure on *Islamic
Banking in the Indian Context™ was delivered at the
Institute of Objective Studies, Aligarh Chapter, in which
some financial experts, economists, and Muslim bankers
were invited to exchange the views on the practical aspects
of Islamic finance in India. Dr. F.R.Faridi, the prominent
Muslim economist, who chaired the session, firstly
introduced the practice of Islamic finance in India and
pointed wvarious legal, practical difficulties. in the
establishment of Islamic bank in India.

In response to Dr. Faridi’s observations, Igbal
Khan mentioned almost the same sort of difficulties
initially faced by the Muslims in other non-Muslim
countries like Sri Lanka, Singapore, England and United
States. He suggested forming of a *Working Committee on
Islamic. finance’, which may comprise of Muslim
economists, bankers, Ulamas and argue jointly to
government to launch Islamic bank. He however. added
that this exercise should start after getting an association
with any major organization either of national or
international level. He said Islamic Development Bank.
Jeddah may be consulted for this purpose.




s |

NEW BOOKS AND ARTICLES

I. CHAUDHARY. M. A ABAD, M.Z.and SYUKRI, M.5,
(EDUI's), [Islamic Political economy in Capitalist-
Globalizationr. Kuala  Lompur, Malaysia:  Utuscur,
Publication, 1997,

2. HARVARD [SLAMIC FINANCE INFORMATION
FORLIM, Proceeding of the Third Harvard University
Forum on Islamic Finance, Cambridge, Massachusetts,
M.A: Harvard lslamic Finance Information Programme,
Center for Middle Eastern Studies, 2000, 319pp.

3. SHAWTT, H.and A Hemaish, Understanding Islamic
Finuncial Contracts, Falls Church: American Open
Lniversity, 1997,

LAKKAS, S.M.Ali, ‘Towards Institutionalizing Zakah at
private level: The PARSHI (MNeighborhood) Model',
Thoughts on Economics (Dhaka), Vol. 10, Nos. 3&4, July-
December 2000, pp. 35-51.

2Z.ALAM, Jahangir, “An Attempt to Measure Productivity
of Islamic and Conventional Banks in Bangladesh: A
Comparative Study®, Thoughts on Ecomomics (Dhaka)
Vol.10. Nos. 3&4, July-December 2000, pp.21-33.

S.BILGRAMI, S.AR., “‘Economics and Islamic
Economics: Some Reflections on Assimilation and
Dissimilation’. Islam and the Modern Age' (New Delhi,
India), Vol, 41, No.3, August 2000, pp. 73-78.

4 BOROUJERDI, A. Rahinmy, ‘The Philosophy of
Islamic FEeconomics', New Horizen (London), No.104,
November 2000, pp. 10-12,

5. FREELAND, Richard, ‘The Role of London Law Firms
i Islamic Finance', New Horizon (London). No.104,
MNovember 2000, pp. 5-6.

6.HANNAN, Shah Abdul, ‘Islamic Banking In
Buangladesh: Impact & Prospects’, Thoughts on Economics
(Dhaka), Vol. 10, Nos.3&4, July-December 2000, pp. 3-4.

7.HUSSAIN, Hafiz Nazir, ‘The Present State of Islamic
Banking in the Guil and lts Future Prospects', New
Horzon (London), No. 104, November 2000, pp. 3-4.

8.RAD, Perviz s. & AHSAN, Mohammad. ‘Legitimacy of
ownership and Islam: A Case Study of lran’, The Islamic
Unarterly (London), Vol. XLIV, No. 3, Third Quarter,
20, pp. 473-489.

9 SARKER, Mohammad Abdul Awwal, ‘Business
Contracts, Agency Problems and The Theory of Islamic
Firm', Thoughts on Economics (Dhaka), Vol 10, Nos.
3&4, July-December 2000, pp. 53-78.

ISLAMIC BANKING AND FINANCE IN SOUTH
EAST ASIA: A CASE STUDY OF MALAYSIA

Research in Progress

“Islamic banking and finance in South East Asia:
A Case Study of Malaysia™ is the title of research work
presently undertaken by Mr. Chatchawan
Mivomwittayanont. a research scholar under the
supervision of Dr. Abdul Azim Islahi, Reader. Department
of Economics, Aligarh Muslim University Aligarh.

The main purpose of this research is to critically
study the fast growing movement of Islamic banking and
finances in several countries of South East Asia in general
and Malaysia in particular. To begin with, the theoretical
background and raison detre of Islamic banking will be
examined to clearly distinguish the Islamic banking
system from the conventional banking system.
Subsequently, to acquaint oneself Ffully with this
movement, it's historical developmenmt and hence its
development in the South East Asian countries will be
studied. Since Malaysia has been one of the pioneering
countries in the feld of Islamic Banking and Finance, the
creditability, viability and the role of Islamic Banking and
finance in the Malaysian economy will be substantially
focused.

The research is based on existing literature,
current journals and reporis of various Islamic Banks and
Financial Institutions. Some interviews with the managers
and staff of such institutions are also conducted to make
the research more updated and to give it a blend of
application. Thus, both primary and secondary sources of
information are being emploved in the preparation of the
thesis. The research work encompasses seven chapter,
with the first two chapters having been devoted to the
discussion of the theoretical background and historical
development of [slamics banking and finances in modem
period respectively. The third and fourth chapters provide
information of the development of Islamic banking and
finance in South FEast Asia., More specifically,
development of Islamic Banking and finance of the
Muslim majority countries, i.c. Brunai, Indonesia and
Malaysia, is discussed in the third chapter, and that of the
Muslim minority countries, i.e. notably the Philippines,
Singapore and Thailand in the fourth chapter. In the sixth
chapter, possible role of the Islamic banking and financial
institutions in the process of economic development of
Malaysia will be investigated. The seventh chapter will be
a concluding chapter in which problem and issued faced
by Islamic banks and financial institutions and their future
prospects in Malaysia and its impacts will be discussed.

The progress of this research is that
approximately 80% of the work have been covered and
Insha Allah, the rest is expected to be completed shortly.

C.N.






