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Agenda for IFQ Launch Event

David Bowden

* |Introduction and welcome

Dr Natalie Schoon CFA

* An overview of Islamic finance. What’s it all about and why’s it different?
e The emergence of Islamic finance across the globe

e The relevance and importance of Islamic finance in London and the UK

*  What the course covers and what your employees can expect to learn from it?

Margaret Spong - S|
* An overview of the qualification

* Information on the examination — How long? How many questions! Where! When!?
How often?

e The level of this qualification with the Financial Services Skills Council (FSSC)

* The credibility and reach of the qualification and the status it carries

David Bowden
c Q&A
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BPP Professional Education

Dr Natalie Schoon CFA
Head of Product Management
Bank of London and The Middle East Plc
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What is Islamic Finance!?

Prohibitions

— No interest
— No gambling or speculation
— No Investment in prohibited assets

* Offer and Acceptance
* Underlying asset
* Profit share and loss distribution

* Merchant Banking
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Global Growth

e Started in the 1970s
e Annual growth in the last 10 years 15 — 20% per annum
o S&P estimates the total market at $400bn at the end of 2006

* Trend in Total Assets of Islamic Financial Institutions (in USD billion)
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Relevance and importance of Islamic finance in London and the UK

* Largest centre for Islamic finance outside the
Middle East and Asia

* Changes in tax regime

Issue of UK Government Sukuk

Growth in number of wholly Islamic Banks

* Islamic Finance Qualification introduced by S|
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What the course covers and what your employees can expect to learn about

* Basic principles underlying Islamic contracts
* Different types of contracts available

* Asset Management

* Insurance

* Accounting and governance
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Launch: IFQ - Islamic Finance Qualification
BPP

Margaret Spong

2"d November 2007

WWW.Sii.org.uk


Presenter
Presentation Notes
Islamic finance let’s start with some audience participation:

- Does anyone here work in Islamic finance?

- Does anyone here know anything about Islamic finance?




\&. SECURITIES &
22 INVESTMENT

INSTITUTE

The IFQ - Islamic Finance
Qualification initiative

e [dea of the Central Bank of Lebanon

e SII working with

ESA - Ecole

Supérieure des Affaires — based in

Beirut

 Industry needed a basic benchmark
examination covering the breadth of

Islamic finance
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Presenter
Presentation Notes
Where did the idea for the IFQ come from? Well Lebanon. The Banque du Liban (BDL) regulates the banking industry in Lebanon and has been keen to introduce professional training for staff working in Lebanese banks. 

As a regulator, BDL was well aware of the growth taking place in the Islamic finance industry and wanted to ensure that there were staff trained to deal competently with that growth – otherwise investors would suffer - as would the reputation of the industry.



SII was approached as it has experience of setting Regulatory exams for Middle East Regulators  and is a major provider of qualifications for the investment industry.



The Ecole Supérieure des Affaires (ESA) is a leading Middle East business school in Beirut, which works closely with BDL.  So it suggested we worked together on this project.

CHECK THE ISLAMIC ARTICLE OR ALAIN BALIAN’S COMMENTS
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"Who IS the IFQ designed for?

The qualification is
aimed at staff working
in Sharia’a compliant
finance, trade,
investment and
insurance, as well as
individuals who want
to know more about
Islamic finance for
general interest or
because they want to
move into this
industry.
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Presenter
Presentation Notes
The qualification has been designed to provide a benchmark for staff working in Islamic finance but that doesn’t mean individuals have to be working in Islamic Banking and finance to take it – nor do they have to be Muslims.  The workbook provides a short introduction to Islam, which isn’t examined but which provides an understanding of terms such as Sharia’a and I’ll give you a few examples later on.  



For individuals who aren’t  Muslim or working in Islamic finance, the subject matter is rather like learning a foreign language, so we have tried to make the text as accessible as possible for such candidates.  



Before we ran the pilot exams, we estimated candidates needed to allocate around 80 hours to their studies. In the light of experience we have upped that to 100 hours, simply to give candidates the time to get the differences between Mudaraba, Murabaha and Musharaka into their heads.
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Who designed the IFQ?

e Steering Group has overarching

responsibility for development and
marketing

e ACIF - Advisory Council for Islamic Finance

is responsible for technical aspects:
syllabus, workbook and exams

e UK Technical Group for the IFQ
supports development in the UK

= = ~ ——1



Presenter
Presentation Notes
Let’s have a look at the membership of ACIF - Advisory Council for Islamic Finance and UK Technical Group for the IFQ as these are the 2 bodies with the hands on responsibility for technical content. 
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ACIF
Dr Ahmad Jachi Chairman (Lebanon)
Dr Abdul Sattar Abu Ghuddah (SA)
Professor Simon Archer (UK)
Jean-Marc Riegel (Qatar)
Samir Salameh (Lebanon)
Mansoor Shakil (Dubal)

N

/l

UK Technical Group for the IFQ
Samer Hijazi
Paul Sherrin
Waheed Qaiser
Dawood Ahmed;ji
Sultan Choudhury
Mansur Mannan
Hamid Yunis

/

Workbook contributors
Dr Mohamad Nedal Alchaar (Bahrain)

Stella Cox (UK)
chael Saleh Gassner (UK and Germar
Imane Karich (Belgium)

Brian Kettell (UK)

Ahmad Sabbagh
Abdulkader Thomas (Kuwait)
r Mohammed Imran Usmani (Pakistar

+ ACIF members 12
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Presenter
Presentation Notes
The BDL was a major player in establishing the membership of the overarching technical Committee – ACIF - Advisory Council for Islamic Finance and Dr Jachi -1st VG of the BDL – is the chairman of this group.



Dr Abdul Sattar well known scholar involved with aaoifi - [accounting organisation for Islamic financial institutions], the Islamic Fiqh Academy - Fiqh is Islamic law, and he works with Islamic Bank of Britain, Standard Chartered Bank and Al Baraka Investment Co in Saudi Arabia. 



Simon Archer, is a well known UK academic in Islamic finance circles and is involved with the 2 main regulators for Islamic Bank – AAOIFI and IFSB [Islamic financial services Board] 

Other members from across the Middle East.  



The UK panel is drawn from major accounting firms, banks, lawyers and consultants engaged in Islamic finance.



The workbook was written and edited by experts in their respective fields and many of the contributors are very well regarded in Islamic finance.
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How was the IFQ exam created - 17

‘Normal’ SII processes:

- ACIF established | J foilon
- syllabus developed 2 & @&«

- workbook written @ m \:

- questions written

- test specification defined
- exam papers created
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Presenter
Presentation Notes
Let me briefly talk you through the SII’s processes for creating qualifications.   They remain largely the same from qualification to qualification.



We always work with panels of practitioners in setting the syllabus, 

we involve practitioners in writing/reviewing the workbook 

and practitioners are fundamental to the writing of the questions and setting the exams and assessing the pass mark.  

Practitioners also set the test specification which is the balance of questions in a paper that remains consistent from session to session.  If we have 10 sections in a syllabus and 100 question paper, we don’t have 10 questions per section, the practitioners define the relative importance of the individual sections and the exam is constructed to reflect that.  

So with the IFQ the most important section is element 4 which deals with the contracts – Mudaraba, Murabaha, Musharaka, Ijara – and around 30% of the paper is allocated to that syllabus section.



So once we had created the IFQ papers, what happened next?
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How was the IFQ exam created — 2’)

e Pilot exams held:
- Beirut and London
- November and January

_ Performance in the examinations analysed to
ensure questions are fair, unambiguous and
good discriminators.

e Exam launched on CBT 19th March 2007

e Now monitoring performance in the
examinations to ensure they continue to offer a
valid, reliable and consistent test.

 Annual review of syllabus, workbook and

questions to reflect changes in the industry. 8


Presenter
Presentation Notes
We ran two pilot examinations in Beirut and London and about 100 candidates overall sat them.  That gave us statistically significant data on which we could rely to create the examinations.



Pass rate overall was around 56%



The exam went live on CBT in March.  Numbers have been small to start but pass rates have been good and workbook sales and exam entries are now beginning to pick up.



I have talked about the questions and exams and if you want me to explain a little more about why we use multiple choice questions I’m happy to do that.

Audience participation time, do you want me to explain a little more, it will add another slide?
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" A typical multiple choice question

Which ONE of the following statements
about Riba is FALSE?

A Riba is prohibited in Quran and Sunnah

B Islamic banking regards interest
payments as unfair income distribution

C Islamic principles permit profits earned
by investors who carry the risk of and
contribute to economic transactions

D Islamic principles treat money as
having a value or price and this
permits profits to be earned from

loans to investors 5


Presenter
Presentation Notes
Under Islam, charging customers an increase over the principal in a loan transaction, or giving them a guaranteed return of 10% on their deposit account is not permitted.  It is riba and riba tends to be equated with interest and is probably the major prohibition established in the Quran, the Sunnah and the consensus on the Muslim community.  What is the Sunnah? Well the Quran is the Book of Divine Revelation delivered to mankind by the Prophet Mohammed and the Sunnah is the words, acts and tacit approvals of the Prophet.  As I said, the workbook provides a simple guide to Islam and as you have now been exposed to the terms fiqh, riba, Quran and Sunnah you can probably  understand why.

We use multiple choice questions as they offer an objective method of testing, there has to be one unchallengeable correct answer to a question – D here is false and is the correct answer to this question.  In a 4 option multiple choice question such as this, there is one correct answer - and 3 plausible distracters – that’s jargon for the wrong answers. 

We can monitor candidates’ performance in the question so we can see if there are any wrong answers which candidates aren’t selecting and we can replace them - otherwise it becomes a choice from 3 answers and candidates have a 33% chance of selecting the correct answer if they are guessing.

We can also monitor the discriminating power of each question – that is whether the able students are selecting the correct answer or one of the wrong ones.  If good candidates are selecting a wrong answer, that means there is something wrong with the question and we have to look at it.  There are also statistics which tell us whether an exam overall is valid.

And just for the record, writing good multiple choice questions which deliver good statistics are not as easy to write as they might appear.
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What academic level is the IFQ
pitched at?

Comparable to
the Sl
Certificate
programme at
NQF Level 3

Securities & Investment Institute
Qualifications Structure

Intreduction to Investment:
The Foundation Qualification

Infernational Certificate in Financial Adv

51l Certificate in Corparate Finance

Advanced Certificates in:
Operational Risk
Global Securities Operations
Investment Schemes Administration

d
ations
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Who recognises the IFQ?

* IFQ Is expected to appear on the
Financial Services Skills Council’s new
Recommended List of examinations

* Financial Services SKills Council has
endorsed the IFQ and it is with the
Qualifications and Curriculum Authority

for accreditation
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Presenter
Presentation Notes
In the UK FSA has not identified any regulatory activity connected with Islamic finance that requires an examination so the IFQ will not be listed on the Skills Council’s Appropriate Examination list.  However, the Skills Council is introducing a new list associated with job functions – the Recommended list - and we are expecting the IFQ to appear on that.  Because the IFQ was designed at benchmark level and as a broad based foundation examination, we anticipate that regulators which adopt a mandatory examination regime – which is developing in the Middle East – may use the IFQ as the benchmark for their Islamic Banking staff.  We are at the stage of seeing interest from a number of regulators but I suspect that any formal recognition will take some time – as it does in the UK where we work within an examination framework.
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Why Is the IFQ special?

[t has been created by experts from major
centres of Islamic finance around the globe.

It covers both Sharia’a and technical aspects.

It has a practical focus geared to preparing staff
to do their job.

[t is the first global benchmark available
through computer based testing

| Sy |
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Presenter
Presentation Notes
Ok, let’s look at why the IFQ is special.  There are other Islamic finance qualifications but they tend to be created by one institution drawing on local expertise.  The IFQ panels and workbook authors have been drawn from major centres of Islamic finance activity.



There is no other Islamic finance qualification which covers Islamic finance from both a technical and Sharia’a aspect. 



Many Islamic finance courses are postgraduate-type courses which include academic and theoretical debate. In contrast, the IFQ is for staff  working in Islamic finance. It is jobs-focused and requires candidates to demonstrate a practical understanding of Islamic finance. 



The IFQ is the first international benchmark in the area of Islamic finance and it is aimed at both existing employees, new employees as well as individuals seeking a career in Islamic Finance.



The IFQ is the first Islamic finance qualification where the assessment is by Computer Based Testing in a secure system with instant results. The examination is available globally as the Computer Based Testing network used is worldwide.
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Which firms are using it?

Staff taking the IFQ work for:

Regulators, including Banque du Liban,
FSA and others

IMF

[slamic banks
UK banks with Islamic banking arms
Accountancy firms

Law firms

[nvestment houses i



Presenter
Presentation Notes
We have seen interest in the exam from a variety of sources: regulators, Islamic Banks, accountants and lawyers offering services to Islamic Banks, investment houses as well as conventional banks which have Islamic Banking arms.



And I suspect that a number of firms that are thinking of providing services in this area will also be taking it.
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Who Is offering training?

Workbook designed to be used on its own.
BUT

Individuals without any understanding of,
or involvement in, Islamic finance will
benefit from a course.

Courses are being offered by BPP

20



Presenter
Presentation Notes
The workbook has been designed to be used on its own but candidates without any knowledge of Islamic Banking may well find a course helpful in understanding the distinction between the different contracts.  As you know, BPP is running a course on ???
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Where
can It be sat?

Globally!

So far candidates have sat in: Canada, Dubai,
Egypt, Italy, Lebanon, Singapore, South Africa,
Switzerland and the UK

And workbooks have been sold to candidates in:

Australia, Bahrain, Belgium, Channel Islands,
France, Germany, India, Kuwait, Luxembourg,
Netherlands, Ireland, Qatar, Saudi Arabia,
Scotland, Switzerland, UAE and US

21


Presenter
Presentation Notes
While we were expecting the main market to be the Middle East, we have been surprised to see the interest shown by the UK market and we have been surprised to see just how widespread interest has been.  Examination numbers will soon top 100 but workbook sales are approaching 700.
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When can 1t be sat?

During normal
working hours
depending on the jurisdiction.

Resits subject to the SII’s normal
resit policy.

22


Presenter
Presentation Notes
As a CBT based examination candidates can sit almost whenever they like but we do recommend that they make sure they have sufficient time to complete their studies before booking their exam session.  So we recommend early booking to ensure the chosen time slot is available but at the same time make sure candidates have sufficient study time.  In the UK normal hours are Monday to Friday 9 – 5, in Egypt it would be Sunday to Thursday 9 til 4.
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Detalls

e [FQ is 100 multiple choice
questions answered in 2 hours

e The workbook price is £75
e The examination fee is £150

 Training course fees available
from BPP

. X



Presenter
Presentation Notes
And as I’ve mentioned BPP is training for the IFQ 


Subliminal advert

[jara
Istisn’a
Mudaraba
Murabaha
Musharaka
Salam
Sukuk
Takaful

Don’t forget the IFQ -
Islamic Finance
Qualification


Presenter
Presentation Notes
So if you want to know anything about Islamic finance, this is the text for you.


BPP Professional Education

Any questions ?
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