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Investment professionals include portfolio managers, analysts and traders. 
1. Source: Franklin Templeton Investments, as of 31 December 2014. 

Who is Franklin Templeton Investments? 

Management 

Has Shariah-compliant strategies across a wide range of asset 
classes, including global, regional and local equities, and fixed income 
(sukuk) 

Focusing on research and investment management with over 600 
investment professionals1 covering all major asset classes 

Has a broad range of investment strategies and vehicles 
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© 2015 FactSet Research Systems Inc. All rights reserved. The information contained herein: (1) is proprietary to FactSet Research Systems Inc. and/or its content providers; (2) may not be copied or distributed; 
and (3) is not warranted to be accurate, complete or timely. Neither FactSet Research Systems Inc. nor its content providers are responsible for any damages or losses arising from any use of this information. 
(Global Sukuk as represented by the S&P Dow Jones Sukuk(USD) Index; Shariah Equities as represented by the MSCI AC World Islamic Index). See Important Disclosures slide for additional information. 3 

Basic Building Block of a Shariah-Compliant 
Asset Allocation 

A 40% allocation to global sukuk could potentially reduce risk by 57%, while still achieving 91% of the return of the 
all-equity Shariah portfolio 
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© 2015 FactSet Research Systems Inc. All rights reserved. The information contained herein: (1) is proprietary to FactSet Research Systems Inc. and/or its content providers; (2) may not be copied or distributed; 
and (3) is not warranted to be accurate, complete or timely. Neither FactSet Research Systems Inc. nor its content providers are responsible for any damages or losses arising from any use of this information. 
Global Sukuk are represented by the Dow Jones Sukuk Index. Shariah Global Equities are represented by the MSCI AC World Islamic Index. Global Equities are represented by the MSCI World Index. Global Bonds 
are represented by the J.P. Morgan GBI Index. Oil is represented by Bloomberg Crude Oil Index. 4 

Global Sukuk Are a Great Complement for 
Shariah and Conventional Portfolios 
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© 2015 FactSet Research Systems Inc. All rights reserved. The information contained herein: (1) is proprietary to FactSet Research Systems Inc. and/or its content providers; (2) may not be copied or distributed; 
and (3) is not warranted to be accurate, complete or timely. Neither FactSet Research Systems Inc. nor its content providers are responsible for any damages or losses arising from any use of this information. 
Past performance is not an indicator or guarantee of future performance. 
Source: S&P and J.P. Morgan as of 31 December 2014. Global Sukuk are represented by the Dow Jones Sukuk Index. Global Bonds are represented by the J.P. Morgan GBI Broad Index. Returns are in USD. See 
Important Disclosures slide for additional information. 5 

Strong Outperformance of Global Sukuk with 
Less Volatility than Conventional Bonds 
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Source: Bloomberg LP as of 31 December 2014. Data excludes short-term issuance. 6 

Growth in Annual Global Sukuk Issuance 
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Source: Bloomberg LP, as of 31 December 2014. 7 

The Global Sukuk Market Has Grown in Size 
and Diversity 
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Global Sukuk Issues Are Increasingly Larger, 
Listed and Liquid 



 For IFN Indonesia Forum Participant Use Only. Not for Public Distribution. 
9 

Sukuk Issuing Sovereigns Can Sustain Low Oil 
Prices 

Source: IMF, World Economic Database, October 2014. Standard & Poor’s Sovereign Rating Methodology and S&P 2015f country mapping. There is no assurance that any projection, estimate or forecast will 
be realised. 
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Interest Rate Risk 
Caution on US rates 
 
• A simple measure of government bond ‘riskiness’ is the term premium; which is in negative territory across developed markets and 

signals a meaningfully overvalued asset class 
 

• However, given US term premium levels remain off the lows (of 2013) and moderately higher than other developed markets; the 
risk of a further decline in term premium, particularly as consensus expectations of continued good growth might be negatively 
surprised, leaves us neutral on US duration rate risk 
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Positioning 

Source date: 23 March 2015 
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Interest Rate Risk 
Positive on Asian rates 
 
• We are however overweight Asia duration as real rates have risen rapidly among persistently higher yields, declining inflation and 

loose monetary policy 
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Positioning 

Source date: 26 March 2015 
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US Dollar 
A potentially excessive rally 
 
• The current USD rally is one of the larger ones by historical standards. Using the DXY index, since 1970 only the two ‘mega rallies’ 

of the 1980s and late 1990s have been bigger. It is also important to note that during the latter of those period many countries in 
Asia had some form of peg to the US Dollar and imported low real rates; something that is not the case currently 
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Positioning 

Source date: 19 March 2015 
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Market Outlook 

• Relatively low beta characteristics and a modest correlation of Sukuk in general to fixed-income 
markets means any possible increase in global bond volatility could be contained in the Sukuk space. 
 

• The GCC component of the Sukuk market continues to benefit from some of the strongest 
fundamentals and market technicals that have outperformed emerging government bonds in a first 
quarter characterized by volatile treasury yield movements, geopolitical concerns and weak oil prices 
 

• Outside the GCC, the Sukuk market provides investment opportunities from an expanding universe that 
may mitigate some key risks: 

• Through the ability to diversify away from negative term premiums in developed markets 
• By accessing high real rates on offer in many Asean economies 
• By taking advantage of any information asymmetry and the exciting development story 

underpinning the market 
 

• Global Sukuk markets are relatively well positioned in the context of a global fixed income market 
where growth is moderate, with multiple sources of risk and abundant liquidity 
 

• The asset class is not just a basic building block for Shariah compliant portfolios but also an effective 
complement to global and emerging market fixed income portfolios 
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This document is for information only and does not constitute investment advice or a recommendation and was prepared without regard to the specific objectives, 
financial situation or needs of any particular person who may receive it. Any research and analysis contained in this presentation has been procured by Franklin 
Templeton Investments for its own purposes and may be acted upon in that connection and, as such, is provided to you incidentally. Any views expressed are the 
views of the fund manager and do not constitute investment advice. The underlying assumptions and these views are subject to change.  Franklin Templeton 
Investments accepts no liability whatsoever for any direct or indirect consequential loss arising from the use of any information, opinion or estimate herein.  The value 
of investments and the income from them can go down as well as up and you may not get back the full amount that you invested. Past performance is not an indicator 
nor a guarantee of future performance. Any prediction, projection or forecast on the economy, stock market, bond market or the economic trends of the markets is not 
necessarily indicative of the future or likely performance.  
 
Copyright© 2015 Franklin Templeton Investments. All rights reserved.  

Important Information 
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Dow Jones Sukuk Index: Copyright© 2015, S&P Dow Jones Indices LLC. All rights reserved. 
 
Reproduction of the S&P Dow Jones Indices in any form is prohibited except with the prior written permission of Standards and Poor’s (“S&P”). S&P does not guarantee the 
accuracy, adequacy, completeness or availability of any information and is not responsible for any errors or omissions, regardless of the cause or for the results obtained from 
the use of such information. S&P DISCLAIMS ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF 
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE. In no event shall S&P be liable for any direct, indirect, special or consequential damages, 
costs, expenses, legal fees, or losses (including lost income or lost profit and opportunity costs) in connection with subscriber’s or others’ use of the S&P Down Jones Indices. 
 
Source: MSCI. MSCI makes no express or implied warranties or representations and shall have no liability whatsoever with respect to any MSCI data contained herein. The 
MSCI data may not be further redistributed or used as a basis for other indices or any securities or financial products. This report is not approved, reviewed or produced by 
MSCI. 
 
Source: J.P. Morgan. Copyright 2015. JPMorgan Chase & Co. All rights reserved. J.P Morgan is the marketing name for JPMorgan Chase & Co., and its subsidiaries and 
affiliates worldwide. THE J.P. MORGAN GBI BROAD INDEX is created based on stated, established rules. The creation or use of THE J.P. MORGAN GBI BROAD INDEX 
does not constitute a trade recommendation by J.P. Morgan.  J.P. Morgan makes no representation or warranty, express, or implied or the advisability of investing in securities 
generally, or the ability of THE J.P. MORGAN GBI BROAD INDEX to track bond performance. THE J.P. MORGAN GBI BROAD INDEX IS PROVIDED ‘AS IS’ WITH ANY 
AND ALL FAULTS. J.P. MORGAN DOES NOT GUARANTEE THE AVAILABILITY, SEQUENCE, TIMELINESS, QUALITY, ACCURACY AND/OR THE COMPLETENESS OF 
THE J.P. MORGAN GBI BROAD INDEX AND/OR ANY DATED INCLUDED THERIN, OR FROM ANY USE OF THE J.P. MORGAN GBI BROAD INDEX. J.P. MORGAN 
MAKES NO EXPRESS OR IMPLIED WARRANTIES, AND HEREBY EXPRESSLY DISCLAIMS ALL WARRANTIES OF MERCHANTABILITY OF FITNESS FOR A 
PARTICULAR PURPOSE OR USE WITH RESPECT TO THE J.P. MORGAN GBI BROAD INDEX OR ANY DATE INCLUDED THERIN,, OR FROM ANY USE OF THE J.P. 
MORGAN GBI BROAD INDEX. THERE ARE NO REPRESENTATIONS OR WARRANTIES WHICH EXTEND BEYOND THE DESCRIPTION ON THE FACE OF THIS 
DOCUMENT, IF ANY ALL WARRANTIES AND REPRESENTATIONS OF ANY KIND WITH REGARD TO THE J.P. MORGAN GBI BROAD INDEX ARE DISCLAIMED 
INCLUDING ANY IMPLIED WARRANTIES OF MERCHANTABILITY, QUALITY, ACCURANCY, FITNESS FOR A PARTICULAR PURPOSE AND/OR AGAINST 
INFRINGEMENT THE J.P. MORGAN GBI BROAD INDEX AND/OR WARRANTIES AS TO ANY RESULTS TO BE OBTAINED BY AND/OR FROM THE USE OF THE J.P. 
MORGAN GBI BROAD INDEX WITHOUT LIMITING ANY OF THE FOREGOING, TO THE FULLEST EXTENT PERMITTED BY LAW, IN NO EVENT SHALL J.P. MORGAN 
HAVE ANY LIABILITY FOR ANY SPECIAL,PUNITIVE, DIRECT, INDIRECT OR CONSEQUENTIAL DAMAGES, INCLUDING LOSS OF PRINCIPAL AND/OR LOST 
PROFITS, IN CONNECTION WITH THE J.P. MORGAN GBI BROAD INDEX. THE J.P. MORGAN GBI BROAD INDEX EVEN IF NOTIFIED OF THE POSSIBILITY OF SUCH 
DAMAGES. 

Important Disclosures 


	Slide Number 1
	Who is Franklin Templeton Investments?
	Basic Building Block of a Shariah-Compliant Asset Allocation
	Global Sukuk Are a Great Complement for Shariah and Conventional Portfolios
	Strong Outperformance of Global Sukuk with Less Volatility than Conventional Bonds
	Growth in Annual Global Sukuk Issuance
	The Global Sukuk Market Has Grown in Size and Diversity
	Global Sukuk Issues Are Increasingly Larger, Listed and Liquid
	Sukuk Issuing Sovereigns Can Sustain Low Oil Prices
	Positioning
	Positioning
	Positioning
	Market Outlook
	Important Information
	Important Disclosures

