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This book is a comprehensive guide to Sukuk securities and is useful for both academics as 

well as practitioners. The book introduces the basic concepts, types of Sukuk and their 

practical use in structuring marketable contracts. The book provides theoretical, operational, 

economic and regulatory distinctions of Sukuk securities vis-à-vis conventional bonds. 

Conventional bond issues are general‐purpose funding contracts. In contrast, Sukuk funding 

is targeted funding for specific aspects of the producer’s funding needs. 

 

Sukuk securities always require asset backing. This places quantity limits on excessive 

borrowing. The book argues that heavy reliance on borrowed funds has been associated with 

financial fragility in the economic policy literature, which concludes that excessive debt has 

been the root cause of many bankruptcies over the centuries as well as during crisis periods 

and business downturns. This makes Islamic funding arrangements a lot safer and prevents 

borrowers from borrowing without assets to back the funding. The authors discuss that since 

economic payoffs are based on profit sharing in Sukuk, the aggregate economic activities are 

relieved somewhat by producers and financiers sharing in the risk. 

 

Participatory debt through Sukuk offers an automatic end to profligate borrowing by firms, 

governments, and individuals. The authors contend that the optimal debt cannot be over the 

value of the assets of the borrowers—a historical marker that, when breached, often leads to 

financial crisis. The authors also cite the example of New Zealand where the central bank 

pioneered a new regulation in 2013 under which a bank will lose its license if more than 10 

percent of its loans exceed 80 percent loan to asset backing. This rule is meant to slowly 

bring down the debt overload of governments, firms, and households. 

 

The authors caution that due to inherent differences in Sukuk securities and conventional 

bonds, it is incorrect to treat the rewards promised as fixed and apply a fixed‐coupon‐paying 

bond valuation model to value a Sukuk security unless it is meant only as an approximate 

indicator of theoretical value. 

 

In valuation for the Sukuk securities, the authors suggest that Sukuk securities which have 

identical cash‐flow patterns as conventional bonds, they can be priced with the same existing 

models. For instance, one form of Ijarah Sukuk (a lease contract) is identical to 

coupon‐bearing collateralized bonds, so its price should be computed the same way. On the 

other hand, Musharakah Sukuk (profit sharing) is like no other bond security because its 

payoff is tied to the performance of the underlying firm. Thus, the cash flows are not 

predetermined, and modelling the security would be much more challenging in ways similar 

to the modelling of equity shares. 

 

The book also addresses the regulatory challenges faced by the industry during the great 

financial crisis when innovative products appeared in non-Muslim majority markets where 

there is potentially higher risk of Shari’ah non-compliance. The book cites the reservations 

put forward by Shaikh Taqi Usmani of Pakistan who addressed the issue of the ownership 

rights of Sukuk holders. The respected scholar argued that the payment of any surplus to the 



originating partner is a form of fixing the return to the investors and limits the profit and loss 

sharing between them. Furthermore, the respected scholar contested that through purchase 

undertakings, the originating party guarantees the principal amount of the Sukuk holders, and 

this too is not in line with the concept of profit and loss sharing. The authors argue how the 

timely notice of these valuable insights of Shaikh Taqi Usmani by AAOIFI prevented the 

hiccup and regulatory uncertainty for the industry.  

 

The authors argue that Muzarah (farmland leasing), Musaqah (orchard leasing) and 

Muqarasah (tree leasing) structures have the attractive feature of avoiding the indebtedness of 

farming communities to a bank by cutting out the middleman. In the opinion of authors, this 

is an attractive feature for economic activities that depend on seasonal features, such as rain 

and sunshine. In the view of authors, rural indebtedness can be avoided if such instruments 

are used to allow tenant farmers to share the profits and the risk with the owners of the land. 

 

The authors also note that the bulk of the Sukuk issuance is still in institutions, whereas 

one‐third of the issues are traded in exchanges. More issuance of traded Sukuk in exchanges 

will deepen the money market and expand the investor base of these securities. 

 

In discussing the future for the Sukuk market, the authors state that there seems to be a strong 

competition among the major financial centres to attract the huge Middle Eastern clientele to 

this new niche growth market. Countries such as Malaysia, the UAE, and Bahrain, which 

currently enjoy the benefits of first‐mover advantage in the Sukuk market, will soon face new 

entrants with hundreds of years of experience in bond trading. 

 

Overall, the book is a valuable read for both academicians and practitioners. It provides 

theoretical understanding as well as applications of the product structures of different types of 

Sukuk in the financial marketplace. It also includes sufficient descriptive data on Sukuk from 

various markets and regions. The only slight shortcoming is the little attention that is given to 

the need for according tax neutrality to Islamic instruments in transactions where the 

economic substance is similar. This is a crucial factor for future expansion, especially in non-

Muslim majority regions.  


