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ISLAMIC ALTERNATIVE INVESTMENTS IN WESTERN EUROPE

Introduction

The article covers the issue of conventional atehig investments. The goal of the
article is to present theoretical foundations fothbtypes of investments and highlight the
differences between investment interests of comweal and Islamic customers. First part of
the article relates to foundations for Islamic istveents, than further part covers whole issue
of conventional alternative investment availabler ftslamic customers which are

characterized by Islamic, Sharia’a based rules.
1. Conventional and Islamic investments

In the previous times, Islamic products and invesite were dedicated to Muslim
customers, but currently, more and more customsgestivem as more ethical or alternative
products in comparison to products of conventidmahks. The situation is supported by
characteristics of the Islamic investments, whiiedi them from conventional products:

Lack of interestriba) — according to Islamic economic thoughmoney doesnmedn
value only a means of exchange good. Law prohii@tsks and financial institutions to create
money, prohibits payment or receiving the interass.

Speculations are strongly prohibited and produatetl on speculations are treated as
gambling.

Lack of uncertainty dharar) — the structures of the contracts and agreemaets
certain of subject, time and price. All of thoseustural elements are agreed mutually.

Lack of contacts causing unjustified enrichment anfhir exploration.

Products must be based on ethical purposes and tugenefit for the whole, local
society.

In general, main characteristic of the products imrestments for non-Muslim

customers is lower risk in comparison to converglonvestments.
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2. Islamic alternative investments

Islamic banking customers as far as conventionak@re interested in non-financial
investment products as a complement to financiatlyects. Main reason for the situation is
need for diversification of customer’s portfoliodarisk hedging. The products are not strictly
connected with securities markets and stock exahawhat makes them ideal in the role.
Basic classification of non-financial products slso®2 basic groups: art, antiques, classic
cars, stamps, coins, banknotes, scripophily, goldecological investments and real estidte

According to some sources, group products suclmigues, art, classic cars, books,
stamps, gold, coins, banknotes and scripophilycalled passion investments. Conventional
banks are offering investment in wine as well. Bhsradditionally classification of passion
investment, shown in the Graph 1.

Graph 1
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Source: author’'s compilation based World Wealth 2010Capgemini & Merrill Lynch Wealth Management
Report, source: http://www.capgemini.com/resoursedt-wealth-report-2010 [18.08.2012].

#lp TempleSuperhobby investingjarriman House Publishing, Hampshire 2004, p. 3.
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Passion investments group is the newest and moevative group of products and
services in banking industry, both Islamic and @nional ones. Most of them are treated as
a form of portfolio diversification, because theets are not strictly connected with financial
markets. On the other hand, passion investmenttrereacterized by collectible and esthetics
values. There are many products’ groups, whichhmmenclosed in the passion investment
group. The basic distribution includes eight groudiques, art, classic cars, books, stamps,
coins, banknotes and scripophily.

2.1. Artinvestment

Art investment, something called art banking is thast known group from passion
investments. It has both collectible and investihgracter. From investment point of view, is
treated as long term investment with low-correlatio other markets. Both conventional and
Islamic investors treat it as alternative to seé@gimarket and real estate market. Art market
has four-tier character. It consists of primary kearsecondary alpha market, secondary beta
market and tertiary market. The basic one is pynmaarket, where the prices of pieces of art
are the lowest and it concerns directs selling siation between artists and investors.
Generally, it is dominated by contemporary art.ddelary alpha market representatives are
huge and well-known art dealers, like The Arab @dllery in case of Islamic art market.
Their role is to organize displays and art showsesell artworks to galleries. Secondary beta
market is strictly connected with art fairs liketAyubai. The goal of the market events is to
create cooperation opportunities to galleries, fimalv galleries’ customers, improve the
reputation and finally display artworks. Tertiaryarket is the biggest one and the prices are
the highest. It is related to auction houses like tnost prestigious ones — Bonhams,
Christie’s and Sotheby’s. The main activity on tharket is to organize auctions for investors
for sell artwork$>2

Islamic investors do not have many possibilitiesnieest in art. Generally, they are
interested in local, Islamic art or classical adrks. The example of investment in Islamic art
was auction of Mahmoud Said artwork called “The g Dervishes”, which was sold by
2,5 million American Dollars in Christie’s auctitusé®>. Islamic financial institutions have
just started to offer art-related investment praguwhich are Sharia’a complaint. There are

only two investment products: Daman Investment Aund and still not issued fund or

2B, Lucey, W. McQuillanThe validity of Islamic Art as investmebniversity of Dublin — School of Business
Studies Working Papers Series, October 2009.

235, HamadPassion investments capture hearts of Mide&ste International Herald Tribune” 2011, No. 27,
p. 30.
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portfolio, which will be based on art market offerédy The Fine Art Fund Group in
cooperation with Emirates NBEf. Unfortunately, neither HSBC Amanah not Kuwait
Finance House are offering art-related productdstamic customers. HSBC Amanah is

offering only art advisory for its’ conventional stomers.

2.2 Antigues investments

Antiques investments are quite popular among IsdadNWI or UHNWI customers.
Antiques market is almost as much diversified a&satt market. General classification shows
6 subgroups for antiques: antiques, ceramics,s;rsifter, furniture and clocks®

Islamic investors divide antiques market into tigtalifferent groups: Quran, swords,
amber jewellery, Bohemian glass and furnitéfeSo, their investments concentrate on the
mentioned groups, but conventional antiques areulpogn their portfolios as well. For
instance, the most expensive antique bought bynlslanvestor was prayer rug, which price
was 7,8 million British pounds’. Both conventional and Islamic antiques marketsdivided
into similar institutions as art market like dealefairs and auction hou$d$ Unfortunately,
there are no financial instruments related to asgmarket. HSBC Amanah and Kuwait

Finance House are offering only advisory in antgjtransactions.
2.3. Classic cars investment

Classic cars investments are new in the IslamicketaMarkets classification is
shows 4 classes of cars: vintage (produced befese 3930), post-vintage (produced during
the period 1930-1945), classics (produced betweB8A5-1973) and modern classics
(produced during the period 1973 to 2661)

There is an additional classification of classiescghown on Graph 2. Both Islamic
and conventional customers are interested in whadep of classic cars, but investment in
classic cars is innovation in the Islamic and Mel@ast market. From investors point of
view, there is a tendency to posses one or moredsticated to the certain type of activity
such as vintage Bentley for elegance and reprassentavents, Jaguar G-type for historic
races and Old Rolls Royce to “be seen in”. MiddéstEand Islamic market is in early stages

of development in classic cars investing.

#4E. Halime, Z. HassanEmirates NDB’s new fund pursues the art of makiogey “The National” 2011, No.
10, pp. 18-19.

%, Templepp.cit, Harriman House Publishing, Hampshire 2004, pp423

28 www.middleeast-antiques.com [10.08.2012].

7 www.themagazineantiques.com/news-opinion/the-n&@89-12-30/2009-top-auction-results [10.08.2012].
Z8p Templepp. cit, pp. 23-44.

bidem, pp. 109-125.
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Graph 2

Types of classic cars
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Source: author’'s compilation based on P. Termgpecit.,pp. 109-125.

Current trend on the market is to invest in Euespand old/vintage c&f8 plus the cars
from the group of post—Il World War tinf8 Last auction results show interest in cars from
the period from 1930s to 19765 Similarly to the situation of antique investmerfisancial
institutions in Islamic world are not offering amypes of products related to investment in
classic cars. As a part of concierge services, BEBC Amanah and Kuwait Finance House,

are offering advisory and tickets for car-relatgdrés.

2.4.Books investment

Investing in books is quite popular type of investrnin the group of Islamic private
banking customef®® From the technical point of view, books are wotthinvest are
classified into eight groups: science fiction, &yt & horror, sport, crime, military, children’s
book, travel, modern®leditions and religious.

Most of the copies from every book group are désdias written by classical
authors. In case of the group “Science fictiontdagp & horror”, the most worthy books are
those from 19 or 20" century, written by Dean Koontz and Stephen KiSgort books
related to the classic sports like hunting, shaptmotor sport, golf and fishing are the most
valuable. In group “Crime” authors like lan Flemiagd Agatha Christie are the best to invest
in. From the “Military” group, books about World W& and American Civil War are the
most wanted. The most popular authors in the gmupChildren books” are JM Barrie,

Roald Dahl and JK Rowling. Investors, who decidecomcentrate on the “Travel” group,

20 \www.carmiddleeast.com/article-2-325-classics__atlwo investment [13.09.2012].

21 www.thenational.ae/lifestyle/motoring/hammer-titneahams-classic-car-auction-in-dubai [13.09.2012].
22 www.ameinfo.com/175691.html [13.09.2012].

23 \www.muslimheritage.com/topics/default.cfm?arti€leR92 [20.09.2012].
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prefer classic book full of maps, photos and greshin the group “Modern®leditions”, the
precious ones are books published in the early gfagg0" century. “Religious” group is
mainly important among the Islamic investors, soksosuch as Koran, Koranic prayers and
Musbah Kahfami are the most popular and precioes’¥h

According to the information from auction housd® tnost expensive Islamic book,
which was sold on the last Islamic auctions wasugrof Ottoman calligraphy from 19
century in the price of 38 450 British Pouffdsand Ottoman prayerbook signed by Husseit
Sakin from 1Y century sold by 15000 British Pouftfs Both were sold by Christie’s
auction house. Similarly to other passion investisienvesting in books is treated as a long
term investment. Because of the fact, that booksnat strictly connected with financial
market, the investment can play the role of hedgainst the economic downturns or
inflation®®”. Unfortunately, neither conventional banks nomrsic one offer any related

financial products, except from advisory serviced eegular takaful products.

2.5. Investing in stamps

Investing in stamps is not as popular among Islamiestors as books’ investing. Its’
characteristics are almost the same as in caséhef passion investments. In sum, stamps’
investing is treated as medium- or long term onatket is quite liquid and it has no strict
connection with financial market, so it is a kinfdsecurity for investors in time of economic
downturn. Technically, there are four basic diffeéraions of worthy stamps’ investment
approaches: geographical, used, unused and’¥ther

Investors with geographical approach focus on tamgs related to historical events,
history of Great Britain, Commonwealth, North Anoai France and China. Other approach
is described as focusing on stamps relate to spemeelling, development of air
transportation, postal history and animals, esfigamnithology stamps. Additionally, there
are two opposite approaches — investment in usedpst and unused ones. Practically, the
most expensive stamp related to Islamic calligraywhyg sold by Sotheby’s auction house by
around 60 000 British Pourf@& Banks and financial institutions, both convengiband

264 \smww.biddingtons.com/content/expertislamicbook. hfl.09.2012].
Zvww.christies.com/lotfinder/lot_details.aspx?froratessummary&intObjectiD=5360269&sid=e762bbed-
75ed-42e8-845f-2caebe4d264f [20.09.2012].
Z8vww.christies.com/lotfinder/lot_details.aspx?froratessummary&pos=2&intObjectlD=5360231&sid=30554
f61-6725-401d-bacf-2254ec7229bf [20.09.2012].

7P Templepp. cit, pp. 85-109.

Z8bidem, pp. 207-231.

29 www.sothebys.com/app/live/lot/LotDetail.jsp?lot=it69663331 [20.09.2012].
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Islamic ones are not offering any forms of stampsrket related products, except for

advisory in the group of concierge services.

2.6. Investment in coins and banknotes

Investment and coins’ collecting are popular amdmg Islamic investors, mainly
because of the ancient history of Arabic regiongesting in coins has long term character. It
is hedging against the economic downturn and ioftatlike other passion investments.
There are two basic approaches of coins’ investment

investing in ancient, hammered coins,

investing in modern, milled coins.

In addition, it is essential for investor to fooms one issue like investment in coins’
from country or region. The most recommended ie$timg in coins’ from investors’ life
country. Plus focus on one historical ®Paln accordance to the data from auction houses,
latest most expensive Islamic coin was bronze ard by 352 American Dollars by
Christie’s auction hou$& and collection of Ancient and Islamic coins prided2420 British
Pounds by Sotheby’s auction hot/ée Banks and financial institutions are not offering
special financial products related to coins. Omlyigory for the wealthiest clients is available
in the group of concierge services.

Banknotes are not as popular among Islamic invesdsrcoins, but because of the
similar characteristics like protection from econordownturn, and strong diversification
role, are worth to mention. From technical poinvvdw, there are three types of investment
approaches: geographical, historical and basedrmmsé’°The most common approach is
historical one, where investors focus on the batéswwith lower than 1 American Dollar or 1
British Pound face value, mainly from Colonial e&eand Confederate states. As far as
banknotes printed in early 1800s. Geographicalaggtr is quite popular and shows focus on
the banknotes only from investors’ life countryrdes approach brings together investment in
banknotes with errors made during printing prodéss missing signature, cutting or paper
mistakes and non-matching serial numiBeiPractically, banknotes are much more expensive
than coins. For instance, latest auctions in Sgtkednd Christie’s auction houses show sale

20p Templepp. cit.,pp. 125-143.
ZI\yww.christies.com/LotFinder/lot_details.aspx?fromachresults&intObjectiD=2301849&sid=68a9e347-
ee2b-4d47-9728-7bdc705cff66 [20.09.2012].

272 www.sothebys.com/app/live/lot/LotDetail.jsp?lot=8DYHN [20.09.2012)].

27, Templepp. cit.,pp. 67-85.

?"bidem pp. 67-85.
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of Dinar for 3 520 British Pounds and Silver Dirhem for 2 310 American Doll&% The
wealthiest Islamic customers, as well as conveationes, can benefit only from concierge

services in relation to banknotes investment.

2.7. Scripophily investment

Scripophily investment in the other words meansestment in historically issued
securities like bonds or shares. Characteristicxopophily are the same as banknotes’ ones.
Generally, there are ten valuable types of histbsecurities. Classification is shown in the
Graph 3.
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Source: author’'s compilation based on P. Termgpecit.,pp. 67-85.

In addition to the types of valuable scripophily@stments mentioned on the Figure 3,
Islamic investors are interested in their localtdrisal bonds. The most popular group are
Ottoman sharé§’. As far as, investment in banknotes or coins psgiiily investment is not
offered by banks in any form, except from regulanaerge advisory for private banking

customers.

27> www.sothebys.com/app/live/lot/LotDetail.jsp?lot=RBPD5S [20.09.2012].
28yww.christies.com/LotFinder/lot_details.aspx?fromachresults&intObjectiD=317819&sid=0d31cc9f-
65d8-4eab-b726-ba7da2c7cbf4 [20.09.2012].

277 www.scripophily.com [20.03.2011].
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2.8. Investment in gold

Investment in gold is another type of long termestynent, which is popular both
among Islamic and conventional customers. Goldstment is described as safe, especially
in times of economic downturn, when it still keepalue. In addition, it is negatively
correlated to other financial assets, so it istt@as a hedging instrument. Technically, there
are three possible form of investment in gold: ptgls ETFs and investment funds

Those mentioned methods are available for bothstghenvestors and some of them
are recognized as Sharia’a complaint. Physicalsiment method is simply purchasing bars
of gold and keeping them in secured place, whatoisnected with additional financial
instrument — takaful or insurarfé®@ Exchange Traded Fund (ETF) is another type ofiSha
complaint investment connected with gold. In theecainvestor purchase shares of the
company, which is responsible for purchasing andrsj gold on behalf of investor. Islamic
example of it, is Gold ETF established by Al Bogatamic Gold in cooperation with Dubai
Gold Securitie§®. Investors, who are interested in investment fuamit$ want to be engaged
in gold related industries can invest in the congmmrelated to gold exploratiti
Sometimes is possible to invest in the equity fundsich cover sectors related to gold like
HSBC Amanah Global Emerging Markets Equity Fundekehportfolio is covered in 8% by
gold-related companié¥.

Conclusions

Article turns to the questions of significant difaces between Islamic
andconventional investments. The whole article wdises and proves that the strongest
differences are notnoticeable in the group of ad#@ve investment as opposed to banking
products. Alldata shows that Islamic investmentaeis constantly evaluating to offer even
moresophisticated products, than conventional oAssthe Islamic private banking history
started50 years ago by Dubai Islamic Bank, findnmatitutions continually widen its
offer.What emerges from discussion led in artickeom conventional customer pointview, it
is possible to differentiate between Islamic andnvemtional investment products.
Additionally, Islamic investments be treated asiacath and less risky alternative for
conventional customers.As a conclusion, as theltresuhe financial crisis investors and

wealthy customersfor more secure instruments vathpgarable rates of return. This is exactly

2’®Takaful is described as cooperative, mutual instgan

279 \www.shariah-fortune.com/component/content/artisledmments/24-islamic-gold-investment-preserve-your
money [24.09.2012].

20p Templepp. cit.,pp. 189-207.

%1 nternal HSBC Amanah documents.
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what is done by Islamic financial institutions amtat can be a factor for further success of

Islamicproducts and services in the group of cotigaal customers.
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Summary

Islamic finance in the world of conventional fim&nis shown as specified type of
finance dedicated to certain group of customersuslivhs. That is one of the reasons why the
level of information covered the field is so lindteOverall goal of the article is to present the
specified part of the Islamic finance — alternativeestment, which are both in conventional
and Islamic form, the newest parts of the wholeaas€ investment. Going through eight
groups of alternative investments with the intrdgucabout the characteristics of the Islamic
(Sharia’ah based) products, foundations with emgircombination of examples of Islamic
investments are presented.Data for the researchcuoléected in the HSBC Amanah and

Kuwait Finance House. Its’ character is not quatitie, the method of data collection is

134



interview with representatives of the instituticarsd analysis of internal financial documents.
Research resulted in presentation of various tgpdéise investments, which are similar to the
alternative investments dedicated to conventionatamers. In addition, study arose to fact
that Muslim investors had almost the same numbemwaéstment products available as

conventional once. The situation developed the losian that Islamic investments are the
same attractive to both conventional and Muslimesters. What is more, the products are
available in more and more financial institutioBsxamples used for the research are both
applicable for conventional customers, but for Nasbnce only Kuwait Finance House is

fully Sharia’ah complaint institution.

ISLAMSKIE INWESTYCJE ALTERNATYWNE W EUROPIE
ZACHODNIEJ

Streszczenie

Finanse islamskie przestawiang gko mata, dedykowana tylko inwestorom
muzutmaskim grupa produktéw. Jest to jedna z przyczyniekfibwoduy, ze wiedza na ten
temat jest bardzo ograniczona. Gtdbwnym celem attykast przedstawienie najbardziej
wyszukanej grupy produktow, tj. inwestycji altemanych, ktére zaréwno w formie
islamskiej, jak i konwencjonalnej traktowane gmko nisza. Artykut rozpoczyna ¢siod
przedstawienia podstaw finanséw islamskich, kto@ewalap na zrozumienie tdic
pomiedzy produktami konwencjonalnymi a Islamskimi. Nasiie przedstawione jest osiem
podstawowych grup produktow w formie teoretyczmegparte empirycznymi przyktadami.
Informacja do przygotowana artykutu opieraje o wywiady z przedstawicielami instytucji
finansowych, gafzia bankowdci muzutmaskiej w konwencjonalnym banku HSBC Amanah
i drugiej instytucji finansowej — Kuwait Finance te. Uzyskane informacje magharakter
opisowy, nie liczbowy. Uzupelnieniem do wywiadéw tdyanaliza wewgtrznych
dokumentow instytucji.

Badania umdiwity wyodrebnienie grup produktéw inwestycyjnych, podobnych w
swoim charakterze do produktéw konwencjonalnych. d&kowym  wnioskiem
wyptywajagcym z bada jest fakt, ¥ stosunkowo taka sama liczba produktow jestgiost dla
klientow muzutmaskich i zwyktych, konwencjonalnych klientéw instgfu finansowych.
Dodatkowo, atrakcyjni@ alternatywnych islamskich produktow inwestycyjnyelydaje s¢

by¢ poréwnywalna dla klientéw konwencjonalnych.

135



