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We live in a world that is full of incredible wonder but also uncertainty and misfortune.  
A world in which we seek to understand its meaning and our place and purpose in it: to
 make sense of its awesome complexity and bring compassion and justice into the 
natural and man-made calamities of the world.

For around 1.7 billion of us on the planet, comprising roughly 23% of the world’s 
population, this meaning and purpose is found in the Islamic faith.  A faith that, by 
some estimates, is set to become the world’s largest religion by the end of the century.

The Islamic faith takes its lead, inspiration and guidance from both the Qur’an and through teachings revealed 
through other religious sources, such as the Hadith.  It is from these sources that the religious law applicable 
to Muslims is derived – the Shari’a, which has application to Muslim communities in all parts of life, from family 
matters to banking and finance.

Also, it is in the areas of banking and finance, estate planning/succession and family office structures, in 
particular, that links with Jersey have been steadily growing and deepening.

Both Jersey’s financial services offering and the modern development of Islamic finance have their roots in the 
1960s and 70s.  Today, Jersey even has offices in Islamic countries, notably Dubai and India (with Islam as its 
second largest religion).  Interestingly, the aims of both Jersey and Islamic finance are remarkably aligned:

Jersey’s regulator, the Jersey Financial Services Commission (JFSC), has mandated principles to:

 reduce the risk to the public of financial loss due to dishonesty, incompetence or malpractice or financial  
 unsoundness

 protect and enhance the reputation and integrity of Jersey in commercial and financial matters

 consider the best economic interests of Jersey 

 counter financial crime in Jersey and elsewhere.

Whilst not precisely the same, there is considerable overlap with the intent of Islamic finance, which has been 
described as being “about ethics, integrity, accountability, and social responsibility, encouraging business 
and entrepreneurship”.  A faith based socially responsible investment protocol, that is attractive not just to 
adherents but to those who share its values and sympathise with the philosophy underpinning the Islamic faith.

At its heart, Islamic finance adheres to three basic principles: (i) prohibition on charging interest (riba) – on the 
basis that money has no intrinsic utility – and an investor’s return must therefore be linked to enterprise profits 
and commercial risk; (ii) investment only into Shari’a compliant assets and businesses – so that investments into 
businesses allied to alcohol, tobacco, pork, gambling, adult entertainment, weapons and conventional banking 
would be prohibited; and (iii) prohibition on speculation, uncertainty and exploitation of ignorance – so rights 
and obligations must be transparent and clear; and gaming or risk based contracts probably fall the wrong side 
of the line.  Investment strategies also cannot include short selling or conventional derivatives, although since 
2010 there is now a Shari’a compliant set of derivatives documentation produced by ISDA (the International 
Swaps and Derivatives Association).

These principles may be applied to all sectors of finance and Shari’a compliant banking, investment funds and 
securities are all now common place.



Jersey’s sound legal and regulatory framework and its reputation for excellent and service driven administration, 
backed by its increasing links with the aforementioned Islamic institutions and regions sympathetic to the Islamic 
faith, is a driver for increased usage of Jersey as the ‘go-to’ international finance centre for the establishment 
of Islamic finance structures and the associated SPV and issuance vehicles.

On top of this, professionals in Jersey are increasingly up-skilling by undertaking detailed study of the principles 
of Islamic finance and the variety of structures available (the CISI Islamic Finance Qualification is a common 
certificate obtained by professionals here and CPD focused on Islamic finance is offered in many organisations) 
and joining forces with like minded practitioners in London, the Middle East and Asia, to continue the practice 
and development of an area of finance which whilst once considered niche is, with the growth of the Muslim 
population and its asset base, becoming increasingly mainstream.

The partners of Hatstone Lawyers have been involved with numerous Shari’a compliant structures over the years 
– for example, a Shari’a compliant London residential property fund – not established by an Islamic promoter 
but adopting Shari’a principles to make the fund more attractive to a wider investor base, without specifically 
targeting Islamic investors.  Rather, making the investment available to clients from all backgrounds.

Whilst such a residential property investment strategy will ordinarily comply with Shari’a principles with no 
further innovation, other funds may require more analysis when determining an investment strategy and 
selecting underlying investments, particularly when investing into a mixed use business or property, or if the 
target includes securities other than common stock.  In these cases the determination of the scholars will be 
critically important (and selection of experienced scholars with a track record in the area will be of great 
assistance).  The financing structure of the fund may also require scrutiny to ensure that the Shari’a principles 
are adhered to.

Jersey is also used for the structuring of Sukuks, Islamic financial instruments that may be traded on stock 
exchanges; such as the Channel Islands Securities Exchange (CISE) - which itself plans to shortly issue specific 
guidance notes, to accompany the listing rules, on Islamic finance.  The well understood limited liability 
company, limited partnership and trust structures available, together with the ease of off-balance sheet 
structuring, make Jersey an attractive domicile for Sukuk issuance.

The market itself – according to the International Islamic Finance Market (a central bank and industry 
constituted not-for-profit) in its latest March 2016 report – stands at around $320 billion and is concentrated in 
Malaysia, Saudi Arabia and the UAE.  Although there have been some bumps in the road, the projections are for 
the market to increase and develop as more participants enter the financing market and understand the various 
Sukuk alternatives.

Another real growth area has been in the area of family office and succession planning structures.  Clients – 
that may possibly have both devout and non-Muslim members – are establishing a variety of legal structures 
that achieve either full or partial compliance with the Shari’a inheritance and investment rules, including for 
example, foundations and multi-trust unitised structures.

We are pleased to say that this area of finance is here to stay and that Jersey is proud to be committed to 
industry and governmental links and partnerships with the GCC and beyond, as well as to giving our Islamic 
community the tools necessary to meet its evolving financing needs.


