


Market Volatility: Friend or Foe?

Asset Management For Global Takaful IndustriesAsset Management For Global Takaful Industries

The International Takaful Summit

London, July 2012

Optimizing Takaful & ReTakaful Risk Returns 

through Asset Allocation & Diversification

Datuk Noripah Kamso
Chief Executive 
CIMB-Principal Islamic Asset Management Sdn Bhd



The bad news: 

We’re in Volatile times & more are expected to come…

Results of a survey recently conducted
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External Factors are driving Global Volatility
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The good news: There is hope!
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Common Answer to Address Volatility – DIVERSIFICATION!
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Diversification Simplified

Asset 
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Allocation



Asset Diversification



TYPICAL Conventional Insurance & Takaful Asset Allocation are similar

Asset Class
General Insurance / 

General Takaful
Life Insurance /      
Family Takaful

Liquid 10-15% 5-15%

Typical Asset Allocation of a mature Insurance & Takaful

Liquid 10-15% 5-15%

Debt Instruments 70-80% 50-60%

Equities 10-20% 15-25%

Alternative 0-5% 0-5%
Source : Dow Jones Islamic Market Indexes Quarterly Newsletter, February 2011

EY Report GCC Takaful - 2011 Malaysian Takaful - 2011

What it is….  (based on EY Report)

Conventional Insurance Asset Allocation has been tried & tested for 100+ years
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Deposits (Liquid) 26% 20%

Sukuk (Debt Inst) 31% 57%

Equities 38% 20%

Real Estate (Alternative) 5% 3%



Malaysian Insurers’ learnt Asset Allocation the hard way…

Observations over time:

• Reducing Property 

investmentsinvestments

• Increasing debt 

instruments (sukuk)

Similar to current GCC 

Takaful trend… 
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Source : Risk Assessment of the Financial system, Bank Negara Malaysia

http://www.bnm.gov.my/files/publication/fsps/en/2009/cp01_001_whitebox.pdf



Appropriate Asset Allocation provides the stability of returns
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Impact of Asset Allocation – Potential & Stability of Returns!
Data Source: Bloomberg

From 2007 till May 2012

Returns on Asset 
Allocation

Year 
2007

Year 
2008

Year 
2009

Year 
2010

Year 
2011

YTD 
2012

Cumulative
(Total)

Asset Typical AA GCC AA

Deposit 10% 26%

Sukuk 75% 31%

Equities 15% 38%

US REITs 0% 5%

ASSET ALLOCATION USED FOR RETURNS CALCULATION
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Allocation 2007 2008 2009 2010 2011 2012 (Total)

Typical Takaful  Asset 
Allocation

5.60% -19.85% 25.58% 9.65% 3.56% 2.70% 22.08%

GCC Asset Allocation 7.22% -22.21% 25.59% 9.80% 0.33% 1.75% 12.06%

Difference -1.62% 2.36% -0.01% -0.15% 3.23% 0.95% 10.02%



Geographical Diversification



Case for GCC Takaful to consider diversifying geographical investments

Bloomberg 
Ticker

Index Total Return Annualized Eq
GCC xSaudi Diff
Annualized Eq

MIGCW Index MSCI Islamic GCC ex Saudi -57.29% -16.13%

MISO Index MSCI Islamic ASEAN 40.21% 7.24% 23.37%

GCC Equity underperformed

Bloomberg 
Ticker

Index Total Return Annualized Eq
Malaysian Diff 
Annualized Eq

MIMY Index MSCI Islamic Malaysia 63.40% 10.69%

MISO Index MSCI Islamic ASEAN 40.21% 7.24% 23.37%

MIFX Index MSCI Islamic Far East ex Japan 0.11% 0.02% 16.15%

MIEF Index MSCI Islamic Emerging Markets -7.93% -1.69% 14.44%

MIWO Index MSCI Islamic World 2.38% 0.49% 16.62%

Period 59 Months (Sept 2007 - June 2012)

Not the case for Malaysian equity
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MIMY Index MSCI Islamic Malaysia 63.40% 10.69%

MISO Index MSCI Islamic ASEAN 40.21% 7.24% -3.45%

MIFX Index MSCI Islamic Far East ex Japan 0.11% 0.02% -10.67%

MIEF Index MSCI Islamic Emerging Markets -7.93% -1.69% -12.38%

MIWO Index MSCI Islamic World 2.38% 0.49% -10.20%

Period 59 Months (Sept 2007 - June 2012)

Source: Bloomberg



Moving forward, Increased interest in Emerging Markets & Bonds (or Sukuk)
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Pioneering 

A Global Islamic 

Asset Management 
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“Adde parvum pervo magnus acervus erit”

A famous Latin quote

“Add a little to a little and there will be a great heap”

Thank you

CIMB-Principal Islamic Asset Management CIMB-Principal Islamic Asset Management 

Full spectrum of Islamic investment solutions 

customized to best meet global investors’ needs and objectives. 


