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I n t r o d u c t i o n  

Islamic financing has  gained ground in  Nige ria in  re cent  ti mes.  Further to  this,  Islamic 

finance  ins titutions  ar e being set  up  and the  gover n ment  at  both  state  and fede ral  levels  

have issued sukuk bonds.  I ndeed,  the  Nigerian Stock Exchange  recently published 

Rules for Governing the Listing of Sukuk and Similar  Deb t Securi t ies  which came into 

 

The differe ntia tors b etween Islamic finance and other types  of  financing are  that  

Islamic finance is  non -interes t b earing finance and the  activity  b eing financed under  

Islamic finance must  be Sharia - compliant.  The question arises  as  to how  Islamic 

finance  institutions e x pect  to  make p rofit  from non -interes t bear ing financing.   

This  article provides  a brief  overview of  Islamic financing and a synopsis  of  the  

application of  the  Rules  

T y p e s  o f  I s l a m i c  F i n a n c i n g  

There are  four  basic ty pes of  contractual  agr eements  throu gh which Islamic finance can 

be provided and these  are  Ij arah,  Murabahah,  Mudarab ah and Musharakah.  

An Ijarah  contract  op erates  as  a  lease ;  under  this  arrange ment,  the  Islamic finance  

institution wi l l  purchase the  asset  required b y the customer  and wil l  then le ase i t  to the  

customer  at  a price that factors  in the ins titution's  pr ofit.  In certain situations,  the  

contr act  may  provide  the customer  with an option to pur chase  the asset  fr om the 

institutio n at  a  nominal  amount  at  the  end of the  lease  period.   

A Murabahah  contract  is  similar  to  an Ij arah  contr act .  However,  instead of  leasing the 

asset to  the  customer,  the  institution wil l  se l l  the asse t  to  the  customer  who wil l  then 

pay for  the  asset  in inst alments.  Like  the Ij arah,  the  institution w il l  add its  markup  on 

the sell ing price.  

A Mudarabah  contr act is  an inves tment  manage ment  agre ement.  The ins titution wil l  

provide capital  to an i nvestme nt manager to  undertake  a ve nture.  Profits  wil l  be shared 

at  an agreed ratio,  but losses  wil l  be  bor ne  only  by the ins titution that p rovided the  

capital .  

A Musharak ah  contract  is  a  par tnership;  th e ins titution wil l  prov ide the  funds  for  the 

customer  to  carry out  a venture.  The pr ofits  and losses from the v e nture wil l  be share d 

between the  institution and the custome r in  propor tion to  e ach's  capital  contribution.  

It  is  similar to  an equity inves tment.  

S u k u k  B o n d s  

Any  of  the  four  contr acts  outl ine d abov e  can for m the  b asis  of  a  Sukuk.  A Sukuk  is  an 

investment certifica te  that e vidences inter e st/owne rship in assets,  and it  is  one of the 

means  of  Islami c finance that  has b een emp loyed by  the  Nige rian gover nment.  

However,  Sukuk is  typically  Ijar ah or Mur ab ahah based.  For  example,  the N100 bil l ion 

7-Year  sukuk issued b y the  -

based.   



The money  raised is  to  be  used to  r epair  some sele cted roads  in  Nigeria.  Ownership of  th e 

roads w as tr ansfe rred to a  truste e to hold in  trust for the investors .  The roads were  then 

leased to  FGN,  and the  FGN p ays  rental  income  to  the  investors  wh ich re flec ts  the  amount 

of  money  invested by  them plus a  markup  of  16.47%.  At  the  end of  the se ven -ye ar  period,  

the roads wil l  b e purchased by  the FGN.  

The Rules provide  a  fr amework  for  the  l isting of  a  Sukuk and similar ins truments  on the  

and w ould be  tr aded i n the  same way  as  oth er l isted instru ments.  

Although the  require ments  for l isting a Su kuk and a  bond on the  NSE are similar,  one of 

the e xtr a  requirements for  the l isting o f  a  Sukuk is  that  the  issuer of  the  Sukuk mus t 

appoint a Sharia advi ser who is  char ged wi th specific r esponsibil ities.  Clause 3.1  of  the 

Rules provides that th e Sharia Adviser  should:  

-  advise on al l  aspects  of  the  Sukuk including the stru cture  and the  docum entation;  

-  issue a Shariah cer tification outl ining the b asis  of  the structure of  the  Sukuk,  the  

Shariah principles app licable to the sukuk and other relevant Shari a matters  relating 

to the documentation;  

-  ensure  that  Shariah  p rinciples and relev ant resolutio ns  and rulings  endorsed are  

complied wi th;  and  

-  carry  out  other  functi ons stipulated by  the  Securities  and Exchange C ommission.  

 

C o n c l u s i o n  

The Rules are a  welcome developme nt and may  serve  to  deep e n the Nigerian capital  

market  as  Sukuk and other similar  in strume nts can now  be  tr aded on the  NSE.  
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