Internal Sharia Supervision
Committee (ISSC)

CBD Al Islami
Profit Rate Swap (PRS) / Profit Rate
Cap / Profit Rate Collar

The product is a Shariah-compliant profit
rate-hedging product that allows the
customer to manage their Islamic floating
Profit Rate liability by exchanging with
the bank their floating rate risk through
Shariah-compliant arrangement and
documentations.
The product to cover three types of
hedging as follow:

1. PRS

2. Profit rate cap

3. Profit rate collar

Approval
The Internal Sharia  Supervision

Committee (ISSC) has reviewed the
underlying product structure, services,
operational procedures and documents
in respect of Islamic hedging product
PRS as a vanilla and with various options
like profit rate cap and profit rate collar as
described below, and herby confirms
that the products comply with rules and
principles of Sharia.

Structure and Mechanism
1. The customer signs facility offer letter
with the bank.

2. The customer signs  Master
Tahawwut Agreement.

3. The customer signs agency
agreement.

PRS:

1. The customer has an existing Islamic
floating profit rate liability and wishes
to hedge against unfavorable profit
rate movements by converting its
floating profit rate liability with a fixed
profit rate liability.

2. The bank gives an undertaking
(wa’ad) to pay the customer the
difference between the floating and
fixed profit rate through a commodity
Murabaha transaction when floating
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profit rate is greater than the fixed
profit rate on each settlement date (or
vice versa)

Profit rate cap:

1. The customer has an existing Islamic
floating profit rate liability and wishes
to hedge against unfavorable profit
rate  movements by capping its
floating profit rate liability with a
maximum profit rate (strike rate)
liability.

2. The bank gives an undertaking
(wa’ad) to pay the customer the
difference between the floating and
strike profit rate through a commodity
Murabaha transaction when floating
profit rate is greater than the strike
profit rate on each settlement date (or
vice versa)

Profit rate collar:

The customer has an existing Islamic
floating profit rate liability and wishes to
hedge against unfavorable profit rate
movements by capping its floating profit
rate liability with a maximum profit rate
(strike rate) and minimum profit rate at
floor strike.

The Bank and the customer enter into
Murabaha by executing commodity
transaction based on the undertakings
which have been agreed upfront.

Documentation

Master Tahawwut Agreement
Terms and Conditions - Islamic
Bank Undertaking

Customer Undertaking

Agency Agreement
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