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Foreword

The first half of 2026 marked a decisive turning point

for Nigeria's non-interest finance landscape,
characterized by institutional integration and a
strategic shift toward market expansion. Despite the
global macroeconomic volatility and geopolitical
tensions that constrained international hard-currency
finance  sector
Market

participants have recalibrated their strategies, and

markets, Nigeria’s Islamic

demonstrated remarkable  resilience.
regulators have accelerated reforms to strengthen the

sector’s role within the broader financial system.

At Olaniwun Ajayi LP, we are proud to have played a
pivotal role in advising our clients through these
transformative developments, from navigating new
reporting frameworks to executing landmark
transactions. We remain grateful for the trust placed in
us to provide strategic counsel as the sector moves
beyond retail banking into the critical spheres of

industrial development and infrastructure financing.

This Insight Report distils the key themes that shaped
the sector in H1 2026 and provides a clear view of
what stakeholders should anticipate as the year
unfolds. Readers can expect an informed analysis of
key regulatory and institutional developments,
including the Financial Reporting Council of Nigeria's
(FRCN) ongoing initiative to integrate the Accounting
and Auditing Organization for Islamic Financial
Institutions (AAOIFI) standards into Nigeria's financial
reporting framework, alongside NAICOM's prohibition
of coinsurance between takaful and conventional
insurers. The report also highlights institutional
milestones, including the Bank of Industry's (Bol) new
non-interest banking window, which extends Shariah-

compliant financing to MSMEs and industrial projects.

These developments occurred against a broader
economic backdrop where Nigeria's performance has
been increasingly anchored in non-oil activity, with the
services sector driving real GDP growth. While the
World Bank projects Nigeria's economy to grow by
3.7% in 2026, the Islamic finance sector is positioned
to outperform this trajectory, supported by high-
performing ethical equities and robust capital market
activity.

Furthermore, the report explores the implications of
the National Halal Economy Strategy, designed to
secure Nigeria's share of a USD 7.7 trillion global
market, and the resilience shown by Islamic banks like
Jaiz, Taj Bank, and Lotus Bank during the CBN'’s
recapitalisation programme.

Looking ahead, we remain optimistic about a future
defined by practical execution, including the rollout of
the Bank of Industry's non-interest banking window,
continued regulatory efforts towards the phased
integration of AAOIFI standards into Nigeria's financial
reporting framework, and an anticipated increase in
sukuk issuances and ethical investments. While
regulatory coordination and technical capacity remain
areas for development, the sector is increasingly
positioned to support infrastructure financing and
financial inclusion.

We hope this report serves as a catalyst for strategic
dialogue as we work together to bridge Nigeria's
infrastructure deficit and support broader economic
diversification objectives.

Folake Alabi
Partner, Olaniwun Ajayi LP



HALF-YEAR IN CONTEXT

Global Islamic finance has emerged as a systemically
important component of the global financial architecture,
with projections indicating a valuation of USD 6 trillion in
2026. Growth continues to be driven not only by
increasing demand from a global Muslim population
seeking Shariah compliant financial solutions, but also
by broader trends including ESG and sustainability
alignment, ethical and social-impact investing, financial
inclusion initiatives, robust sovereign and corporate
Sukuk activity, supportive regulatory reforms, digital
innovation, cross-border investment flows, and growing
participation by non-Muslim investors seeking asset
backed and risk sharing financial products.’

Within this landscape, Nigeria has positioned itself as a
key growth frontier in Africa. With a population
exceeding 220 million and an evolving financial system,
Nigeria is increasingly bridging the gap between
domestic capital needs and Shariah-compliant financing,
extending beyond retail banking into infrastructure and

industrial financing.2

The Arthur Islamic Finance Market (AIFM) Index
reflected this momentum, reaching 71.2 points in March

2026, indicating a status of "Growth and Integration".
This momentum is supported by high-performing ethical
equities; the NGX Lotus Islamic Index recorded a 94.07%
gain in the first four months of the year.3

The first half of 2026 represents a period of structural
consolidation and policy signalling for Nigeria’s non-
interest finance sector. Growth during this period was
not defined by volume expansion alone, but by a
deliberate strengthening of legal, operational, and
reporting frameworks. The sector demonstrated
resilience in the context of the Central Bank of Nigeria
recapitalisation program, reinforcing confidence in the
stability of Islamic banking institutions ahead of
regulatory deadlines.*

Collectively, these developments enhance the sector's
capacity to support infrastructure financing and broader
economic diversification while strengthening its
attractiveness to long term, stability-oriented capital
seeking asset backed investment opportunities.
Notwithstanding this progress, structural constraints
remain, particularly in relation to human capital, market

awareness, and regulatory coordination.

1. AlHuda CIBE, ‘Islamic Banking and Finance Assets to Hit USD 6 trillion in 2026’ (Press Release, 10 January 2026) https://alhudacibe.com/pressrelease274.php accessed

20 April 2026.

2. Debt Management Office Nigeria, ‘Sovereign Sukuk: Financing Infrastructure and Market Excellence’ (10 April 2026) https.//www.dmo.gov.ng/fgn-bonds/sovereign-sukuk

accessed 20 April 2026.

3. NGX Lotus Islamic Index, NGX Lotus Islamic Index Report: April 2026 (Nigerian Exchange Group 2026) 3 <https://ngxgroup.com/exchange/trade/equities/indices/>

accessed 15 July 2026.

4.  Central Bank of Nigeria, ‘Review of the Non-Interest Banking Sector Amidst National Recapitalization’ (Quarterly Economic Report, March 2026)
https://www.cbn.gov.ng/documents/quarterlyreports.asp accessed 20 April 2026; Financial Reporting Council of Nigeria, ‘FRC to Integrate AAOIFI Standards into Nigerian
Financial Reporting Framework’ (21 January 2026) https://frc.gov.ng/news/reporting-framework-update-2026/ accessed 20 April 2026.


https://www.google.com/search?q=https://ngxgroup.com/exchange/trade/equities/indices/

NIGERIA: REGULATORY AND POLICY DEVELOPMENTS

The half-year witnessed significant regulatory action,
institutional expansion, and policy direction-setting in the
non-interest finance landscape. These developments
reflect a clear shift toward strengthening the legal,
operational, and reporting foundations of Islamic finance

in Nigeria.

In particular, it saw the conclusion of the Central Bank of
Nigeria (CBN) recapitalization phase for banks. By
January 2026, Jaiz, TAJBank, and LOTUS Bank had all
exceeded the N20 billion minimum paid-up capital

requirement. Attention has now shifted to the insurance

sector, where NAICOM is enforcing a July 30, 2026,
statutory deadline for recapitalization under the NIIRA
2025 Act.> Minimum capital floors are set at higher of
N10 billion or prescribed risk-based capital for life, higher
of N15 billion or prescribed risk-based capital for non-life
insurers, and higher of N35 billion or prescribed risk-

based capital for Reinsurance.

This coincides with the enforcement of the prohibition of
coinsurance arrangements between Takaful and

conventional insurers, effective 1 January 2026.

5. Central Bank of Nigeria, 'Approval for the Establishment of a Non-Interest Banking Window' (Press Release, 8 February 2026)

<https://www.cbn.gov.ng/documents/pressreleases.asp> accessed 15 July 2026.



https://www.cbn.gov.ng/documents/pressreleases.asp

The Central Bank of Nigeria (CBN) has granted
regulatory approval to the Bank of Industry (Bol) to
establish and operate a Non-Interest Banking (NIB)
window.® The approval, disclosed on 8 February 2026,
marks a significant step toward deepening financial
inclusion through ethical finance mechanisms,
particularly by integrating non-interest financing into
Nigeria’s industrial development architecture.”

The NIB window enables Bol to provide financing based
on risk-sharing and asset-backing principles, including
products such as Murabaha (cost-plus financing), ljarah
(leasing), and Mudaraba (profit-sharing). This expands
access to credit for MSMEs, manufacturers, and other
underserved segments that were previously precluded

from engaging in conventional interest-based products.

This development complements similar offerings by the
Development Bank of Nigeria and the Federal Mortgage
Bank of Nigeria, both of which incorporate Shariah-
compliant financing into their product mix.8 Collectively,
this embeds non-interest finance within state-backed
financing institutions, thereby catalysing financial
inclusion across sectors such as housing, MSME
development, and industrial financing.

The establishment of the non-interest window subjects
Bol to specific regulatory obligations under the “CBN
Guidelines on Non-Interest Window and Branch Operations
of Conventional Banks and Other Financial Institutions”.?
Operationally, a non-interest window is defined as a
dedicated unit within a conventional financial institution
that offers Shariah-compliant fund management,
financing, and investment services, distinct from its
conventional operations.’0

Accordingly, Bol is required to maintain strict institutional
and operational segregation, including the establishment

of a dedicated non-interest division, separate accounting
records, and a standalone account with the CBN." The
CBN Guidelines further mandate the constitution of a
Shariah Advisory Committee and the implementation of
internal Shariah audit mechanisms to ensure ongoing
compliance with Islamic finance principles.'? In addition,
Bol must ensure that its non-interest window does not
co-mingle funds or cross-sell conventional products,
complies with prudential and disclosure requirements,

and submits periodic regulatory returns.’3

We note that the Bol approval represents the most
substantive Islamic finance expansion during the half-
year, extending Shariah-compliant financing beyond
deposit-taking non-interest banks into the development
finance and project funding space. Financial institutions
and corporates seeking non-interest financing for
industrial and infrastructure projects now have an
additional institutional channel. However, the operational
complexity of maintaining strict segregation between
conventional and non-interest operations will require
significant investment in systems, governance, and
human capital.

5. Theodora Amechi, ‘Bank of Industry secures CBN approval to operate non-interest banking window’ (2026) https://www.boi.ng/bank-of-industry-secures-cbn-approval-to-

operate-non-interest-banking-window/ accessed 10 April 2026.

6. The Development Bank of Nigeria offers non-interest banking products to eligible participating financial institutions and the Federal Mortgage Bank of Nigeria offers a non-

interest rent-to-own mortgage product. FMBN launches non-interest mortgage product

7. Central Bank of Nigeria, Guidelines on Non-Interest Window and Branch Operations of Conventional Banks and Other Financial Institutions (CBN 2018) para 3.1
<https://www.cbn.gov.ng/out/2018/fprd/guidelines %200n%20non-interest%20window.pdf> accessed 15 July 2026.

8. Paragraph 1.0 of the CBN Guidelines on Non-Interest Window and Branch Operations of Conventional Banks and Other Financial Institutions

9. Paragraph 4.0 of the CBN Guidelines on Non-Interest Window and Branch Operations of Conventional Banks and Other Financial Institutions

10.  Paragraph 7.0 of the CBN Guidelines on Non-Interest Window and Branch Operations of Conventional Banks and Other Financial Institutions

11.  Paragraphs 3.0, 8.0 & 9.0 of the CBN Guidelines on Non-Interest Window and Branch Operations of Conventional Banks and Other Financial Institutions
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On 19 August 2025, the National Insurance Commission

issued the circular on Prohibition of Coinsurance
Arrangements Between Takaful Companies and
Conventional Insurance Companies (the “Circular”),
pursuant to its regulatory powers under the Nigerian
Insurance Industry Reform Act 2025.7 75 The Circular,
which took effect on 1 January 2026, establishes a clear
regulatory demarcation between takaful operators and
conventional insurers by prohibiting the participation of
takaful companies in coinsurance arrangements
grounded in conventional insurance principles, and vice
versa.

The regulatory intervention addresses a structural
concern that had emerged as the takaful sector
expanded alongside Nigeria’'s conventional insurance
market. Prior to this Circular, some takaful operators had
entered into  coinsurance  arrangements  with
conventional insurers, whereby risks underwritten under
takaful policies were shared with entities operating on
interest-based, conventional insurance principles. While

such arrangements may have offered practical benefits

in terms of risk distribution and capacity, they created
fundamental tensions with the Shariah-compliant
foundations of takaful. Specifically, the co-mingling of
takaful and conventional risk pools raised concerns
about (i) contamination of takaful funds with interest-
bearing returns or non-permissible investment income
generated by conventional co-insurers; (ii) erosion of the
mutual, cooperative character of takaful, which is
conceptually distinct from the profit-driven, risk-transfer
model of conventional insurance; (i) potential
misrepresentation to policyholders who selected takaful
products on the understanding that their coverage would
operate entirely within Shariah-compliant parameters;
and (iv) reputational damage to the broader Islamic
finance sector if the integrity of takaful products were
perceived to be compromised by association with
conventional practices.

The prohibition is therefore aimed at preserving the
distinct ethical and operational identity of takaful,
ensuring financial soundness within the sector, and
eliminating arrangements that could
confidence in Islamic insurance. Notably, the prohibition
does not extend to retakaful arrangements with

undermine

conventional reinsurers, which remain permissible as an
interim measure pending the development of sufficient
local retakaful capacity.’®

The material implication of this is that Takaful operators
must unwind or restructure any existing coinsurance
arrangements with conventional insurers to ensure full
compliance. The policy signals heightened regulatory
commitment to strengthening confidence in Islamic
insurance by eliminating practices that may dilute its
ethical and operational foundations. Market participants
will need to develop standalone capacity within the
takaful ecosystem, which may present both compliance
costs and competitive opportunities for operators
positioned to expand their underwriting capacity.

14.  Section 200(2) of the Nigerian Insurance Industry Reform Act, 2025, empowers NAICOM to issue regulations for the operation of specialised insurance institutions,
including Takaful, to ensure adequate protection of the policyholders and the insuring public.

15.  Nigerian Insurance Industry Reform Act 2025, s 89

16.  This refers to risk-sharing arrangements whereby a Takaful operator transfers part of the insurance risk it has underwritten to a conventional reinsurance company in
exchange for payment, so that the reinsurer agrees to bear a proportion of any claims that may arise from the underlying policies.



The Financial Reporting Council of Nigeria (FRCN) has
announced plans to integrate the standards issued by the
Accounting and Auditing Organization for Islamic Financial
Institutions (AAOIFI) into Nigeria's financial reporting
framework. AAOIFI, established in 1991 and headquartered
in Bahrain, is the leading international standard-setting body
for Islamic finance, responsible for developing Shariah,
accounting, auditing, governance and ethical standards
tailored to Islamic financial institutions. To date, AAOIFI has
issued 117 standards and technical pronouncements,
comprising 59 Shariah standards, 33 accounting standards,
8 auditing standards, 3 codes of ethics and 14 governance
standards.’”

AAOIFI's standards are designed to provide a financial
reporting framework that reflects the unique legal and
commercial characteristics of Shariah-compliant financial
transactions, including Islamic banking, takaful, sukuk and
other non-interest finance products, while promoting
transparency, consistency and comparability across the
Islamic finance industry.®

Historically, financial reporting by Nigerian Islamic finance
institutions has been governed principally by the
International Financial Reporting Standards (IFRS), which
apply generally to public interest entities. While IFRS provides
a comprehensive framework for financial reporting, it does
not specifically address the distinctive contractual structures
and Shariah requirements underpinning Islamic finance
transactions. It is against this backdrop that the FRCN has
indicated its intention to complement the existing IFRS
framework through the phased integration of relevant AAOIFI

standards into Nigeria's financial reporting regime. 19

According to the FRCN, the proposed integration is intended
to strengthen transparency, comparability and investor
confidence in Nigeria's Islamic finance sector, while
existing IFRS
requirements rather than replacing them. To facilitate

maintaining alignment  with reporting
implementation, the Council has commenced internal
capacity building, stakeholder consultations, collaboration
with AAOIFI, the establishment of a Technical Working Group

and the development of a phased implementation strategy. If

Implemented, Nigeria will join a group of multi-religious
jurisdictions, including the United Kingdom, the United
States, Switzerland, and South Africa, that accommodate the
co-existence of Islamic finance standards with conventional
financial reporting standards.20

Notwithstanding these developments, the proposed
integration raises a number of important legal and
interpretive questions. Section 8(q) of the Financial
Reporting Council of Nigeria Act (as amended) empowers
the FRCN to:. "..adopt and keep up-to-date auditing
standards issued by relevant professional bodies and to
ensure consistency with standards issued by the
International Federation of Accountants and other relevant
bodies such as the International Accounting Standards
Board, AAOQIFI, etc.“2! A closer examination of this provision
raises an important question regarding the scope of the
FRCN's statutory authority. The provision expressly refers to
the adoption of "auditing standards", whereas AAOIFI issues
five distinct categories of standards—namely, Shariah
standards, accounting standards, auditing standards,

governance standards and codes of ethics.
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On a strict textual reading, Section 8(q) appears to authorise

the adoption of AAOIFI's auditing standards, rather than its
broader corpus of accounting, governance and Shariah
standards. Consequently, should the FRCN ultimately seek to
implement the full suite of AAOIFI standards, questions may
arise as to whether such implementation falls squarely within
the scope of its statutory mandate or whether further
legislative clarification may be desirable.

17.  AAOIFI has issued a total of 117 standards and technical pronouncements — comprising 59 Shari’ah standards, 33 accounting standards, 8 auditing standards, 3 codes of

ethics and 14 governance standards for the international Islamic finance industry.

18. AAOIFI, ‘Accounting Auditing and Governance Standards for Islamic Financial Institutions’ (2022) https://aaoifi.com/aaoifi-footprint-report/?lang=en accessed 11 April 2026
19.  FRCN, ‘FRC moves to adopt standards for Islamic finance reporting in Nigeria’ (November 2025) https://frcnigeria.gov.ng/2025/11/05/frc-moves-to-adopt-standards-for-

islamic-finance-reporting-in-nigeria/ accessed 11 April 2026

20. FRCN, ‘What you need to know about FRC integration of non-interest finance reporting standards’ (2026) https://frcnigeria.gov.ng/wp-content/uploads/2026/01/WHAT-
YOU-NEED-TO-KNOW-ABOUT-FRC-INTEGRATION-OF-NIFRS-FINAL.pdf accessed 11 April 2026
21.  Financial Reporting Council of Nigeria Act 2011 (as amended by the Finance Act 2023), s 8(1)(q)

22. Section 8(q) of the Financial Reporting Council of Nigeria Act (as amended)



Secondly, the statute distinguishes between “adopting”
auditing standards and “ensuring consistency” with
standards issued by bodies such as AAOIFI. These are
conceptually distinct functions. Adoption implies formal
incorporation into the Nigerian regulatory framework with
binding effect, whereas ensuring consistency suggests a
more limited mandate to align domestic standards with
international benchmarks without necessarily making
them directly applicable. It is arguable that FRCN's power
to “ensure consistency” with AAOIFI standards does not
extend to wholesale adoption of accounting, Shariah,
governance, and ethics binding
requirements.

standards as

Thirdly, further complexity arises from the regulatory
architecture governing Islamic financial institutions.
Regulatory authorities like the Central Bank of Nigeria (for
non-interest banks), NAICOM (for takaful operators), and
the Securities and Exchange Commission (for sukuk
issuers), alongside others, exercise supervisory authority
over various aspects of Islamic finance activities.
Therefore, should the FRCN proceed with formal adoption
of AAOIFI standards, the extent to which such adoption
would operate alongside, or potentially conflict with,
sector-specific regulatory requirements issued by these
bodies would need to be carefully considered.

Instances where Nigerian regulatory requirements and
AAOIFI standards differ in approach illustrate the practical
significance of these questions. For example, the
accounting treatment of Murabaha transactions diverges
between the two frameworks. Nigeria's private sector
reporting framework is based on IFRS, including IFRS 9,
under which Murabaha arrangements are generally
recognised as financial assets measured at amortised
cost, with profit treated similarly to interest income. In
contrast, AAOIFI FAS 28 requires reporting that reflects
the underlying asset-backed sale structure of Murabaha
transactions and preserves their Shari'ah-compliant
character.

A further area of potential divergence relates to the scope
of any future AAOIFI adoption under Nigerian law. While
Section 8(1)(q) of the FRCN Act 2011 empowers the FRCN
to adopt AAOIFI auditing standards, AAOIFI's framework

extends beyond auditing to include accounting,
governance, and ethics standards. This creates a potential
gap between Nigeria's statutory adoption framework and
the broader suite of AAOIFI standards applicable to
Islamic finance transactions, a gap that would need to be
addressed if the FRCN's proposed adoption extends
beyond auditing standards alone.

In the event that the FRCN were to adopt AAOIFI
standards beyond the scope of its statutory authority, the
legal effect of such adoption would be uncertain.
Standards adopted ultra vires may be susceptible to
challenge if relied upon in enforcement proceedings or
litigation. Market participants could face uncertainty
regarding their compliance obligations, particularly where
AAOIFI standards impose requirements that differ from, or
exceed, those under IFRS or sector-specific regulations.

It should be noted, however, that a purposive
interpretation of the statute might support a broader
reading of the FRCN's mandate. The legislative intent
behind referencing AAOIFI in Section 8(q) was arguably to
enable Nigeria to accommodate Islamic finance reporting
requirements. If the FRCN's powers is intended to be
limited to adopting only auditing standards whilst
excluding accounting, Shari'ah, governance, and ethics
standards, this would significantly undermine that
objective. Additionally, the FRCN's general functions under
Section 7 of the Act include "developing and publishing
accounting and financial reporting standards" and
"promoting compliance with the adopted standards,"
which may provide an alternative statutory basis for
broader standard-setting activity should the FRCN proceed
with adoption.

Market participants may need to monitor the progress of
the FRCN's proposed adoption of AAOIFI standards and
whether additional legislative clarification, or regulatory
guidance, is forthcoming to address these uncertainties.
In the interim, Islamic financial institutions would be
prudent to engage with the FRCN's ongoing stakeholder
consultations and to prepare for potential compliance
requirements, whilst remaining aware that the regulatory
position may be subject to further clarification or
modification as the adoption process unfolds.
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Nigeria has launched its National Halal Economy
Strategy, a policy framework designed to position the
country within the global halal market, currently valued at
over USD 7.7 trillion. The launch took place on 5
February 2026, with oversight assigned to the Office of

the Vice
announcement, the Strategy provides a roadmap for

President.22 More than a symbolic
aligning Nigeria’s production systems, quality standards,

and financing mechanisms with internationally

recognised halal requirements.

In July 2026, as a decisive move to align with this
national agenda, the Halal Certification Authority (HCA)
rebranded as the Halal and Haram Distinction
Development Initiative (HDI).2* This shift reflects a
commitment to higher ethical standards, global
compliance, and consumer confidence, directly
supporting the National Halal Economy Strategy’s
targets. By strengthening certification frameworks, the
HDI aims to help Nigeria secure a USD 1.5 billion
contribution to GDP by 2027, leveraging cooperation
agreements with Saudi Arabia’s Halal Products
Development Company and trade alliances with

Malaysia.

The Strategy is underpinned by a clear economic
rationale. As Nigeria continues to pursue export
diversification and sustainable growth, the halal
economy presents a ready-made platform to expand
non-oil exports, attract foreign investment, and deepen
industrial capacity. This is particularly significant given
that several advanced economies, including the United
Kingdom, United States, and members of the European
Union, have already integrated halal standards into their
export and quality assurance systems.25

At a structural level, the Strategy adopts a multi-sector
approach, targeting key value chains such as halal food
and beverages, pharmaceuticals, cosmetics, tourism,
and ethical finance. There is also a deliberate effort to
integrate Nigeria into regional and global trade systems,
with mechanisms such as the African Continental Free
Trade Area (AfCFTA) and export pipelines into markets
like Saudi Arabia expected to play a central role.

The Nigerian government has entered into cooperation
agreements with Saudi Arabia’s Halal Products
Development Company and with Turkey on halal quality

infrastructure.26

23. Halal and Haram Distinction Development Initiative, 'Corporate Rebranding and Strategic Realignment Announcement' (Press Release, 1 July 2026)

<https://www.halalcertificationltd.org/> accessed 15 July 2026.

24. Deji Elumoye, ‘Nigeria keys into $2.7 trillion global halal market as national economy strategy is launched’ (Business Day, February 2026)
https.//www.thisdaylive.com/2026/02/06/nigeria-keys-into-7-7trn-global-halal-market-as-national-economy-strategy-is launched-2/ accessed 11 April 2026

25.  Samuel Anyanwu, ‘Nigeria signs pact with Saudi Arabia to boost $7.7 trillion halal economy’ (Federal Ministry of
26. Information & National Orientation, 27 February 2026) https://fmino.gov.ng/nigeria-signs-pact-with-saudi-arabia-to-boost-7-7trn-halal-economy/ accessed 11 April 2026
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The Saudi agreement will facilitate

investment, technical cooperation,

and market access across key
sectors, including food production,
pharmaceuticals, finance, and
livestock, with technical backing from
institutions such as the Islamic
Development Bank and the Arab Bank
for Economic Development. Similarly,
Nigeria has entered into an
agreement with Turkey on halal
quality infrastructure, which is aimed
at strengthening standards,
certification, accreditation, and quality
assurance systems necessary to
market

secure international

acceptance.?’

The objectives are both ambitious
and measurable. In the near term, the
Strategy is projected to contribute
approximately USD 1.5 billion to
GDP by 2027,
significantly

Nigeria’'s while

unlocking higher
economic value over time. Beyond
macroeconomic gains, it is also

expected to drive job creation,
and medium-sized

food

support small
enterprises, and strengthen

security.

In terms of implementation, the Office
of the Vice President will provide
central oversight, while the Federal

Ministry of Industry, Trade and

Investment leads implementation

27. Samson Akintaro, ‘Tinubu launches national

halal economy strategy to

dedicated
committee.22. The model

through a strategy
reflects a
government-led approach, supported
by strong private sector participation
and regional as well as international

partnerships.

The National Halal Economy Strategy
creates opportunities for businesses
across multiple sectors to access a
significant global market. For Islamic
financial institutions, the Strategy
reinforces the policy environment

supporting non-interest finance as an

integral component of Nigeria's
economic  development agenda.
Corporates in food production,

pharmaceuticals, and related sectors
should assess opportunities for halal

certification and export market
access. The international
partnerships signal potential for

inbound investment and technical

cooperation.

tap 7.7 trillion

global

market’

(Nairametrics,
https://nairametrics.com/2026/02/06/tinubu-launches-national-halal-economy-strategy-to-tap-7-7trn-global-market/ accessed 11 April 2026

28. Stanley Nkwocha, ‘Nigeria taps into $7.7 trillion global halal market as FG launches national economic strategy’ (State House, 5 February 2026)
https://statehouse.gov.ng/nigeria-taps-into-7-7trn-global-halal-market-as-fg-launches-national-economic-strategy/# accessed 11 April 2026

6 February 2026)



Banking and Financial Institutions

The most material development affecting Islamic banking
institutions in Nigeria during Q1 2026, which formed part of
the significant activities during the half-year was the
Central Bank of Nigeria's recapitalisation exercise, which
reached its final compliance phase during the first quarter
of the year.

Under the CBN's revised capital framework, non-interest
(Islamic) national banks were required to maintain a
minimum paid up capital of NGN 20 billion, lower than the
thresholds for conventional national and international
banks. By January 2026, Jaiz Bank Plc, TAJ Bank Limited,
and Lotus Bank Limited had all met the NGN 20 billion
minimum requirement, thereby securing their licences
ahead of the 31 March 2026 deadline.?®

Building on the momentum of the recapitalization exercise,
TAJBank Limited maintained its status as Nigeria's largest
ethical bank by assets in the first half of the year. Its
FY2025 financial results, approved during this period,
showed total assets growing 41% to N1.34 trillion,
supported by a 74% rise in profit before tax to N31.56
billion.30

Jaiz Bank Plc demonstrated exceptional market confidence,
with its shares surging 106.6% between January and April
2026, significantly outperforming both the broader market
and the banking index. In June 2026, Fitch Ratings affirmed
Jaiz Bank'’s ‘B-' rating with a stable outlook,3" highlighting its
34% dominant share of domestic non-interest banking
assets. To fuel further expansion, shareholders at the 14th
AGM approved a N150 billion capital raise through the
issuance of various Shariah-compliant instruments.

LOTUS Bank continued to pioneer the integration of ethical
banking into lifestyle and green energy segments. In May
2026, the bank conducted its Souq Programme, providing
heavily subsidized festive rams for as low as N20,000 to

ease the economic burden on families. Simultaneously, the
bank solidified its commitment to sustainability by
partnering with the Presidential Initiative on Compressed
Natural Gas (Pi-CNG) to provide financing for clean-energy
transport infrastructure across the country.

This is significant for the Islamic finance industry, as it
demonstrates that Nigeria’s non-interest banking segment
remained adequately capitalised and operationally resilient
amid the recapitalisation affecting the broader banking
sector. This resilience aligns with global projections which
identify Nigeria as a major driver in the sector’s push toward
a USD 6 trillion global valuation in 2026.32 Not only have the
Islamic banks achieved the required milestones, one of the
banks has also procured approvals from their shareholders
to undertake additional capital raise, which is a testament
to the resilience of the Islamic finance market in Nigeria and
its signaling that the Islamic finance is a means of finance
that has come to stay and is forging ahead to become a
mainstream of financial systems.

Separately, the announcement by the BOI in February 2026,
that it had received CBN's approval to establish an Islamic
finance window also constitutes a major market
development within the Islamic finance sector. The Islamic
window enables BOI to provide Shariah-compliant financing
products, particularly to clients underserved by conventional
interest-based financing33.

This approval represents the most substantive Islamic
finance expansion during the half year, extending Shariah-
compliant financing beyond deposit taking non-interest
banks into the development finance and project funding
space.

29.  Wasiu Alli,'Here are 21 banks that have met the new CBN capital rules' BusinessDay (12 January 2026) https://businessday.ng/companies/article/here-are-20-banks-that-have-met-the-new-cbn-capital-

rules/ accessed 4 August 2026.

30.  TAJBank Limited, Annual Report and Financial Statements 2025 (TAJBank 2026) 12 <https://www.tajbank.com/financial-reports> accessed 15 July 2026.
31.  Fitch Ratings, Fitch Affirms Jaiz Bank PLC at "B-"; Outlook Stable' (Fitch Ratings, 15 June 2026) <https://www.fitchratings.com/research/islamic-finance/fitch-affirms-jaiz-bank-at-b-outlook-stable-05-

06-2025> accessed 15 July 2026.

32, Muhammad Zubair Mughal, Islamic Finance: Africa through Frontier for a Sector Targeting $6 Trillion in 2026 (Interview with Ecofin Agency, 20 January, 2026.) < EcofinAgency> accessed 9 April, 2026
33.  Bank of Industry Secures CBN Approval to Operate Non-Interest Banking Window’ (11 February 2026) <BOI> https://www.boi.ng/bank-of-industry-secures-cbn-approval-to-operate-non-interest-banking-

window/accessed 8 April, 2026.
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Capital Markets and Sukuk

In relation to the capital market, liquidity in the secondary
market for sukuk was bolstered by the February listing of
the N350 billion FGN Roads Sukuk (Series 7) on the
Nigerian Exchange Limited (NGX) on 2 February 2026.34
This instrument is a 7-year 19.75% Al'ljarah Sukuk due in
2032.35 The listing enables the trading of the Series 7
sovereign sukuk among trading licence holders and the
investing public.

In the retail segment, Shariah-compliant funds showed
resilience despite tightening domestic liquidity. The
United Capital Sukuk Fund reported a 9.20% annualized
YTD return in April 2026, attributable mainly to rental
income and profit from its bond holdings, returns on non-
interest bank deposits, and the reinvestment of maturing
investments at higher profit rates.36 At the sub-national
level, the Kogi State Government announced plans to
raise NGN 50,000,000,000 (Fifty Billion Naira) through a
sukuk issuance. The proposed asset-backed issuance is
intended to finance the construction of the Kogi
International Airport and a modern international market
in Lokoja. 37

On 4 February 2026, the Debt Management Office (DMO)
received the Special Recognition for Capital Market
Excellence (Fixed Income) award at the NGX Group’s
2025 Made-of-Africa Awards. The honour was received
for the third consecutive year and highlights the DMQ's
pioneering initiatives in developing the fixed income
securities market. The award specifically recognised the
DMQO'’s role in utilising instruments such as sukuk and
green bonds in opening the domestic market to other

borrowers.

Despite these developments, the regional outlook

suggests considerable scope for development, as Africa
currently accounts for less than 5% of global sukuk
utilisation. According to Muhammad Zubair Mughal, CEO
of AlHuda CIBE, for Africa to absorb the numerous
opportunities, it must move beyond traditional banking
and embrace Sukuk as a tool for bulk funding that would
enable governments to access international markets
competitively.38

This scale of financing is essential as the country moves
into the procurement phase for major infrastructure,
such as the USD 2 billion fibre-optic investment
supported by the African Development Bank (AfDB), for
which Mughal identifies sukuk as a potentially vital
financing tool.

Nigerian Exchange Limited, 'Listing of Federal Government of Nigeria N350 Billion Series 7 Sukuk Al-ljarah’ (NGX Circular, 2 February 2026) <https://ngxgroup.com/exchange/trade/fixed-income/>

accessed 15 July 2026.

NGX Market Bulletin, ‘Listing of FGN Roads Sukuk Company 1 Plc’s NGN 300,000,000,000 7-year 19.75% ljarah Sukuk’ (NGXREG/IRD/MB12/26/2/2) (2 February 2026) <NGX Market Bulletin >
accessed 9 April, 2026.

United Capital Asset Management, United Capital Sukuk Fund Factsheet (April 2026) (April 2026) https://unitedcapitalplcgroup.com/factsheet/april-2026/United-Capital-Sukuk-Fund.pdf
Kogi Unveils #50b Sukuk to Fund Airport, International Market' The Guardian (Lagos, 22 January 2026) https://guardian.ng/news/kogi-unveils-%E2%82%A650b-sukuk-to-fund-airport-
international-market

https://www.ecofinagency.com/insights/2001-52079-islamic-finance-africa-the-growth-frontier-for-a-sector-targeting-6-trillion-in-2026-muhammad-zubair-mughal
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Corporate and Project Finance

In the corporate and project finance segment, the half year witnessed limited but identifiable Islamic finance activities.
Most notably, the Islamic Development Bank confirmed funding commitments of approximately USD 163,000,000 (One
Hundred and Sixty-Three Million United States Dollars) for a 100 Megawatt solar power project in Niger State,3° marking
a publicly disclosed Shariah compliant project finance transaction during the half year.

Insurance and Takaful

Nigeria’s takaful sector in half year 2026 was defined by the commencement of key regulatory changes, most notably the
NAICOM prohibition on coinsurance arrangements between takaful operators and conventional insurance companies
discussed above.*0 With the restriction coming into force during the half year, takaful operators were required to conduct
direct insurance business independently of conventional insurers, while retakaful arrangements with conventional

reinsurers continue to be permitted on an interim basis pending the development of domestic retakaful capacity.

During the half year, NAICOM continued supervisory and developmental engagement with licensed takaful operators,
including interactions with the Takaful Advisory Council,*’ in furtherance of aligning operations with the revised
legislative and regulatory environment.

From a market activity perspective, the half year was characterised more by regulatory compliance rather than new
transactions. No new takaful licences, mergers, or major product rollouts were publicly announced during the period.

39 Islamic Development Bank, 'IsDB Approves USD 163 Million Project Financing for Niger State Solar Infrastructure' (IsDB Group, 24 April 2026) https://www.isdb.org/news,
accessed 15 July 2026.

40 NAICOM Circular (NAICOM/I&R/CIR/69/2025) (19 August, 2025) <NAICOM Circular> accessed 9 April, 2026.

41 0mobola Tolu-Kusimo, ‘'NAICOM hosts Takaful Advisory Council' The Nation (14 January 2026) https://thenationonlineng.net/naicom-hosts-takaful-advisory-council,

accessed 4 April 2026.
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GLOBAL DEVELOPMENTS

This section provides a streamlined overview of key global Islamic finance developments during half year of 2026, with
particular focus on trends and initiatives of relevance to Nigeria.

=

-
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Key Islamic Finance Hubs

Beyond Nigeria, the half year witnessed notable
developments across key global Islamic finance hubs,
particularly in Saudi Arabia, the United Arab Emirates
(UAE), Malaysia, and within institutions of the Islamic
Development Bank (IsDB) Group. These developments

reflect the continued consolidation of Islamic finance as
a mainstream component of global financial systems,
with increasing emphasis on sustainable finance, cross-
border financing, and institutional sophistication.

Sustainable Finance and Sukuk Growth in the Middle East

Sustainable finance in the Middle East has continued to
demonstrate resilience and growth, with projections
indicating that total sustainable bond issuance in the
region will reach between USD 20 billion and USD 25
billion in 2026. A key driver of this growth has been the
increasing prominence of sustainable sukuk, which has
emerged as a central instrument for financing
environmentally and socially aligned projects within
Shariah-compliant frameworks.

In 2025, sustainable sukuk issuance in the Middle East
reached a record USD 11.4 billion, representing a
significant increase from the previous year and
accounting for over 45% of total sustainable bond

issuance by value in the region. This reflects a structural
shift toward integrating Islamic finance instruments into
the global sustainable finance architecture. The market
remains highly concentrated, with Saudi Arabia and the
UAE leading issuance activity.

From a sectoral perspective, renewable energy projects,
particularly solar and wind, remain the primary use of
proceeds for sustainable bonds and sukuk. This aligns
with broader policy objectives across the Gulf
Cooperation Council (GCC), where governments are
actively pursuing energy transition strategies and
diversification away from hydrocarbon dependence.*?

43.  S&P Global Ratings, ‘Sustainable Bonds Outlook 2026: Middle East Issuance Persists’ (15 February 2026)
https://www.spglobal.com/ratings/en/regulatory/article/sustainable-bonds-outlook-2026-middle-east-issuance-persists-s101784962 accessed 20 April 2026
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Islamic Syndicated Financing

Islamic syndicated financing continues to gain traction
as a preferred funding mechanism across the GCC,
particularly in Saudi Arabia and the UAE. According to
Fitch Ratings, global Islamic syndicated financing
expanded by approximately 16% year-on-year in 2025,
reaching an estimated USD 215 billion in outstanding
amounts. Bashar Al-Natoor, Fitch’'s Global Head of
Islamic Finance, noted that “vibrant activity” is expected
in 2026, driven by Islamic banks’ growing funding role,
the relative ease and speed of syndications compared to
sukuk issuance, and lower structuring complexity.4

Q\

UAE Sovereign Sukuk Program

The UAE has continued to strengthen its position as a
leading Islamic finance hub through the expansion of its
sovereign sukuk programme. Following the Q1 2026
launch of its first-ever seven-year dirham-denominated
Islamic Treasury Sukuk (T-Sukuk) valued at AED 550
million, the Ministry of Finance significantly bolstered
market liquidity in Q2 2026.4¢ On 28 April 2026, the
Ministry executed an additional AED 1.1 billion in tap
issuances of existing series on Nasdaq Dubai.#’ This
was split into an AED 550 million tap of the 3.49% Sukuk
due October 2027 and an AED 550 million tap of the
3.779% Sukuk due February 2033, bringing the total
outstanding value of federal sovereign sukuk listed on
Nasdaq Dubai to USD 7.5 billion.48

Saudi Arabia and the UAE collectively account for a
dominant share of the global Islamic syndication market,
with Saudi Arabia holding approximately 34% and the
UAE 33% of outstanding volumes as at the end of 2025.
From a policy perspective, Saudi Arabia’s intention to
source up to 50% of its 2026 sovereign funding
requirements from private markets, including syndicated
financing, signals a deliberate shift toward leveraging
Islamic financial instruments for public sector funding.4°

Building on this institutional momentum, the Ministry of
Finance, in collaboration with the Central Bank of the
UAE, launched the nation's first-ever Sovereign Retail T-
Sukuk Programme in June 2026.4° Designed to promote
financial inclusion in line with the UAE’s "Year of Family
2026" initiative, the inaugural retail tranche opened for
subscription from 24 to 30 June 2026 with a highly
accessible minimum investment threshold of AED 1,000.
Yielding a fixed 4.30% annual profit rate over a two-year
tenor, the first retail offering closed successfully on 30
June 2026, with a doubled final allocation of AED 100
million formally listed for secondary trading on Nasdaq
Dubai on 2 July 2026.%0

44.  Fitch Ratings, ‘Islamic Syndications a Key Funding Source; Saudi, UAE Concentration’ (17 February 2026) https://www.fitchratings.com/research/non-bank-financial-
institutions/islamic-syndications-key-funding-source-saudi-uae-concentration-17-02-2026 accessed 20 April 2026

45.  Ibid

46. UAE Ministry of Finance, ‘Ministry of Finance Issues First Seven-Year Dirham-Denominated Islamic Treasury Sukuk' (Press Release, 15 February 2026)

https://mof.gov.ae/en/media/news/ accessed 15 July 2026.

47. Nasdaq Dubai, 'Nasdaq Dubai Welcomes Listing of AED 1.1 billion Islamic Treasury Sukuk Taps by the Ministry of Finance' (Press Release, 28 April 2026)
https://feeds.dfm.ae/documents//2026/Apr/28/e2465ebc-1b93-41aa-be9c-4ebc-4ebe-4ebc70b4388d/Nasdaq%20Dubai%20Welcome.pdf accessed 15 July 2026.

48.  Ibid

49. Central Bank of the UAE and Ministry of Finance, ‘Launch of the UAE Sovereign Retail T-Sukuk Programme' (CBUAE Circular 44/2026, 10 June 2026)

<https://www.centralbank.ae/en/media/press-releases/> accessed 15 July 2026

50.  UAE Ministry of Finance, ‘MoF launches UAE's first Sovereign Retail T-Sukuk Programme' (WAM, 23 June 2026) https://sharjah24.ae/en/Articles/2026/06/23/KMR1
accessed 15 July 2026; see also 'UAE doubles size of sovereign retail T-sukuk offering as orders hit Dh445m' The National (Abu Dhabi, 2 July 2026)
https://www.thenationalnews.com/business/markets/2026/07/02/uae-doubles-size-of-sovereign-retail-t-sukuk-offering-as-orders-hit-dh445m/ accessed 15 July 2026.
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Malaysia: Sukuk Market Performance

Malaysia's bond and sukuk market recorded a strong
start to 2026, with total outstanding instruments
reaching approximately MYR 2.291 trillion in Q1 2026
and expanding to MYR 2.354 trillion by the end of Q2
2026. The expansion was supported by stable monetary
policy conditions, with Bank Negara Malaysia
maintaining its benchmark Overnight Policy Rate (OPR)
at 2.75% throughout the first half of 2026.. Government
securities remained a dominant component of the
market, with total outstanding Malaysian Government
Securities and Government Investment Issues rising to
over MYR 1.309 trillion in Q1 2026 and rising further to

MYR 1.351 trillion in Q2 2026.5

Islamic Development Bank

The Islamic Development Bank (IsDB) continued to play
a central role in advancing Islamic finance and
development funding across its member countries in
2026, with its Board of Executive Directors approving
approximately USD 2.41 billion in new strategic financing
during its 364th meeting in February 2026 followed by an
additional USD 2.8 billion package approved during the
2026 Annual Meetings in Baku in June 2026. The
approved financing spans a broad range of sectors,
including cross-border transport, energy security, water
infrastructure, and sustainable agriculture.53

In the corporate segment, bond and sukuk issuances
totaled approximately MYR 57.29 billion in Q1 2026 and
MYR 73.22 billion in Q2 2026, bringing the first-half total
to MYR 130.51 billion. Islamic instruments continued to
dominate the corporate debt market ; as of June 2026,
outstanding corporate sukuk stood at MYR 469.97
billion, significantly exceeding outstanding conventional
corporate bonds of MYR 141.47 billion. Foreign
participation in the sovereign bond market showed
resilience, with MGS and Gll recording a combined net
foreign inflow of MYR 5.15 billion in Q1 2026 before
experiencing a mixed second quarter. This reinforces
Malaysia's position as a global leader in sukuk
structuring and issuance.5?

Notably, funding was allocated to projects such as the
CASA-1000 electricity transmission initiative in Central
and South Asia, industrial zone development in
Kazakhstan, and infrastructure expansion in Bahrain and
Senegal. A significant feature of the IsDB’s half-year
2026 activities is its continued emphasis on climate-
responsive and sustainability-linked financing, with
several approved projects incorporating climate
mitigation and adaptation components.>

51.  Bank Negara Malaysia, ‘Monetary Policy Statement' (7 May 2026) https.//www.bnm.gov.my/-/monetary-policy-statement-07052026 accessed 15 July 2026

52.  BIX Malaysia, ‘Malaysia Bond and Sukuk: Quarterly Report 1Q2026' (8 April 2026) https://www.bixmalaysia.com/learning-center/articles-tutorials/malaysia-bond-and-
sukuk-quarterly-report-1g2026; BIX Malaysia, ‘Malaysia Bond and Sukuk: Quarterly Report 2Q2026' (10 July 2026) https.//www.bixmalaysia.com/learning-center/articles-
tutorials/malaysia-bond-and-sukuk-quarterly-report-2q2026; Fitch Ratings, 'Malaysian Sukuk, Bonds Market Nears USD640bn; Resilient to Volatility' (18 June 2026)
https.//www.fitchratings.com/research/non-bank-financial-institutions/malaysian-sukuk-bonds-market-nears-usd640bn-resilient-to-volatility-18-06-2026 accessed 15 July

2026.

53. Islamic Development Bank, 'IsDB Board of Executive Directors Approves US$S 2.8 billion in Major Development Financing at 2026 IsDB Group Annual Meetings in Baku'
(Press Release, 16 June 2026) https.//www.isdb.org/news/isdb-board-of-executive-directors-approves-us-28-billion-in-major-development-financing-at-2026-isdb-group-

annual-meetings-in-baku accessed 15 July 2026.

54. Islamic Development Bank, ‘IsDB Board of Executive Directors Approves Around USS 2.41 Billion in New Financing for Strategic Development Sectors’ (Press Release, 23
February 2026) https://www.isdb.org/news/isdb-board-of-executive-directors-approves-around-us-241-billion-in-new-financing-for-strategic-development-sectors accessed

20 April 2026.
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Global Sukuk Market Outlook

The global sukuk market continues to demonstrate strong resilience and
growth momentum, with total issuance projected to reach between USD
270 billion and USD 280 billion in 2026, up from USD 264.8 billion in 2025.
This growth trajectory reflects increasing reliance on Shariah-compliant
instruments as a viable alternative to conventional debt financing,
particularly among sovereigns, financial institutions, and corporates.

The anticipated increase in issuance is driven by a combination of lower oil
prices, ongoing fiscal financing needs across GCC countries, and
accommodative global monetary conditions. A key feature of the 2026
outlook is the broadening of the issuer base, with new sovereign entrants
expected to access the sukuk market to diversify funding sources and
secure competitive pricing.5®

Macroeconomic and Geopolitical Context

Global macroeconomic conditions in Half-year 2026 have
been shaped by rising geopolitical tensions, particularly the
Middle East conflict, alongside tightening financial
conditions and shifting capital flows. Central banks now
rank geopolitics as the leading global risk, while the IMF
warns of heightened vulnerability in emerging markets due
to volatile, market-based capital flows.53¢

The impact of these macroeconomic shocks on the Islamic
finance sector is highly nuanced. On one hand, the asset-
backed nature of existing Shariah-compliant instruments
provides relative stability, insulating outstanding issuances
from the sudden, speculative "smurfing" and capital flight
typical of conventional portfolio flows. On the other hand,
the prolonged conflict has severely disrupted primary
market projections. Primary issuance growth for the global
Islamic finance industry is projected to slow to between 5%
and 10% in 2026 (down from over 10% in 2025), heavily
suppressed by regional economic deceleration, logistical
bottlenecks, and energy export volatility in core GCC
countries like Qatar, Kuwait, and the UAE.57

This geopolitical drag has had a starkly lopsided effect on
how new structured finance is being brought to market.
High sovereign risk premiums, elevated shipping and

insurance costs, and a restrictive, "higher-for-longer" interest
rate environment have effectively frozen the pipeline for
foreign currency-denominated (hard currency) sukuk
issuances. Consequently, while global sukuk issuance is still
projected to modestly expand to between USD 270 billion
and USD 280 billion for the full year 2026, the entire weight
of this growth has shifted to local-currency domestic
markets. Issuers are heavily relying on domestic liquidity in
Malaysia, where the market has proved remarkably resilient,
and Saudi Arabia, using local-currency issuances to
circumvent volatile international capital markets.58

Furthermore, the IMF’s concern over USD 4 trillion in non-
bank capital flows to emerging markets highlights the risks
of speculative capital flight in conventional markets, but it
also reflects the broader liquidity pressures facing Islamic
commercial banks. If regional infrastructure or underlying
physical assets are directly caught in the conflict zone,
investors face unprecedented contract testing and "loss-of-
asset" risk under Shariah legal clauses. Ultimately, while the
structural case for Shariah-compliant diversification
remains intact, the practical appetite of global investors for
new, cross-border structured Islamic instruments will
remain highly risk-averse until regional stability is
restored.%®

55.  S&P Global Ratings, ‘Sukuk Market: Strong Growth To Continue’ (14 January 2026) https://www.spglobal.com/ratings/en/research/articles/260114-sukuk-market-strong-growth-to-continue accessed

20 April 2026.

56.  International Monetary Fund, Global Financial Stability Report: Global Financial Markets Confront the War in the Middle East and Amplification Risks (IMF Report, April 2026)
https://www.imf.org/en/publications/gfsr/issues/2026/04/14/global-financial-stability-report-april-2026 accessed 15 July 2026.

57.  S&P Global Ratings, 'Industry Report Card: Islamic Finance Growth to Settle at 5% to 10% in 2026 amid Middle East Conflict' (S&P Global Research, June 2026)
https://www.spglobal.com/ratings/en/regulatory/article/islamic-finance-outlook-2026-edition-s101675112 accessed 15 July 2026.

58.  S&P Global Ratings, 'Local Currency Issuance Is Offsetting Foreign Currency Retreat To Keep Sukuk Growth On Track' (S&P Global Research, July 2026)
https://www.spglobal.com/ratings/en/regulatory/article/local-currency-issuance-is-offsetting-foreign-currency-retreat-to-keep-sukuk-growth-on-track-s 101694797 accessed 15 July 2026.

59.  S&P Global Ratings, 'Industry Report Card: The Middle East War Could Test Sukuk Legal Contracts' (S&P Global Research, 14 April 2026)
https://www.spglobal.com/ratings/en/regulatory/article/industry-report-card-the-middle-east-war-could-test-sukuk-legal-contracts-s 101679042 accessed 15 July 2026.
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Energy Transition and Sustainable Finance

A defining structural trend shaping
the trajectory of Islamic finance is
the accelerating global shift toward
energy transition and sustainable
finance.  This  transition s
particularly pronounced in core
Islamic finance jurisdictions, where
climate policy,
diversification, and capital market
development are increasingly

converging.

economic

In the GCC, especially in Saudi
Arabia and the UAE, governments
are actively repositioning their
economies for a post-hydrocarbon
future through large-scale
investments in renewable energy,
hydrogen, and
infrastructure. As of half-year 2026,
the region is accelerating its
transition beyond oil through solar,
hydrogen, and carbon management
initiatives, signalling a structural
transformation of its economic

low-carbon

model .80

Sukuk, by virtue of their asset-
backed and project-linked
structure, are especially well-suited
to finance infrastructure-heavy
energy transition projects. This
structural compatibility has led to a
rapid expansion of green and
sustainable sukuk across the
region. As at half-year 2026,
sustainable bond and sukuk
issuance in the Middle East is on
track to reach between USD 20
billion and USD 25 billion for the full

60. News Desk, How the GCC Is Preparing for a Post-Oil Future’ (30 March 2026) GCC Business Watch https://gccbusinesswatch.com/news/how-the-gcc-is-preparing-for-a-

post-oil-future/ accessed 11 April 2026.

61. S&P Global, Sustainable Bonds Outlook 2026: Middle East Issuance Persists (S&P Global Ratings Report, February 2026); see also 'Middle East Sustainable Bonds Set to
Hit $25B in 2026 as Sukuk Surge' Carbon Credits (18 February 2026) https://carboncredits.com/middle-east-sustainable-bonds-set-to-hit-25b-in-2026-as-sukuk-surge/

accessed 15 July 2026.

62.  Jennifer L, ‘Middle East Sustainable Bonds Set to Hit $25B in 2026 as Sukuk Surge’ (CarbonCredits.com, 19 February 2026) https://carboncredits.com/middle-east-

year. This resilient performance is
heavily underpinned by structural
momentum in Saudi Arabia and the
UAE, alongside  the rapid
maturation of sustainable sukuk,
which now accounts for over 45%
of the region's total labeled
sustainable debt market by value.®’

Recent project-level developments
reinforce this trajectory. UAE-based
clean energy initiatives, such as
large-scale solar and battery
storage projects and multi-billion-
dollar international
investments,
scale of

renewable

demonstrate  the
capital deployment
required for the transition. Saudi
Arabia continues to channel sukuk
financing into strategic energy
transition projects, including large-
scale hydrogen and renewable
energy developments linked to its
Vision 2030 agenda.5?2

Green and ESG sukuk are
increasingly deployed to finance
renewable energy (particularly solar

and wind  projects), clean
transportation systems,
sustainable water and
infrastructure projects, and climate
adaptation and resilience

initiatives. Islamic finance is no
longer peripheral but increasingly
central to funding the global energy
transition,  with its
foundation naturally aligned with
ESG principles.53

ethical

sustainable-bonds-set-to-hit-25b-in-2026-as-sukuk-surge/ accessed 11 April 2026.

63.  Fitch Ratings, ‘ESG Sukuk to Exceed USD 70bn by End-2026; Strong EM Momentum’ (14 January 2026) https://www.fitchratings.com/research/islamic-finance/esg-sukuk-

to-exceed-usd70bn-by-end-2026-strong-em-momentum-14-01-2026 accessed 20 April 2026.
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IMPLICATIONS FOR NIGERIA

Global macroeconomic, geopolitical, and structural developments are increasingly shaping the trajectory of Nigeria's

Islamic finance sector, creating a dynamic mix of opportunities and constraints.

Sukuk as a Strategic Financing Instrument

A central implication of recent global trends is the
strengthened case for sukuk as a strategic financing
instrument for Nigeria. Heightened volatility in market-
based capital flows, particularly the susceptibility of non-
bank financing to sudden reversals, has reinforced the
need for more stable, asset-backed funding mechanisms
in emerging markets. For Nigeria, which remains
exposed to external shocks, exchange rate pressures,

Domestic Capital Market
Development

Closely linked to this is the growing importance of
developing a robust domestic Islamic capital market. Global
financial volatility and risk aversion often trigger capital
outflows from emerging markets, increasing borrowing costs
and weakening currencies. By deepening its local sukuk

and fluctuating capital inflows, sukuk offer a more
resilient alternative to conventional debt instruments.

The country’s existing track record in sovereign sukuk
issuance, primarily for infrastructure financing, positions
it well to expand its use as part of a broader debt
management and fiscal strategy.%*

Access to Global Islamic Finance
Markets

The expansion and maturation of the global sukuk
market presents a significant opportunity for Nigeria.
Increasing issuance volumes, broader sovereign
participation, and greater standardisation of structures
improves market depth and investor confidence. This

market and attracting long-term, stability-oriented investors,

A . . . creates favourable conditions for Nigeria to access a
Nigeria can reduce reliance on short-term foreign portfolio

more diversified investor base, including Middle Eastern
and Southeast Asian institutional investors, and benefit
from improved pricing efficiency and cross-border
financing opportunities. The experience of leading
markets such as Saudi Arabia, the UAE, and Malaysia
provides a useful benchmark for strengthening
Nigeria's regulatory and institutional framework.%6

flows while aligning financing with real economic activity.
This enhances both financial resilience and developmental
impact.65

64. Debt Management Office Nigeria, ‘Sovereign Sukuk: Financing Infrastructure and Market Excellence’ (Press Release, 10 April 2026) https://www.dmo.gov.ng/fgn-
bonds/sovereign-sukuk accessed 20 April 2026; Coronation Merchant Bank, ‘The Year in Review and 2026 Outlook: Navigating FX Liquidity and Structural Reforms’ (4
January 2026) https.//www.coronationmb.com/wp-content/uploads/2026/01/The-Year-in-Review-and-2026-Outlook-CMB.pdf accessed 20 April 2026.

65.  Securities and Exchange Commission Nigeria, ‘SEC Unveils 2026 Strategy to Channel Long-Term Capital Into Nigeria’s Growth Sectors’ (The Reforms, 16 January 2026)
https.//thereforms.ng/sec-unveils-2026-strategy-to-channel-long-term-capital-into-nigerias-growth-sectors/ accessed 20 April 2026.

66. S&P Global Ratings, ‘Sukuk Market: Strong Growth To Continue’ (14 January 2026) https://www.spglobal.com/ratings/en/research/articles/260114-sukuk-market-strong-
growth-to-continue accessed 20 April 2026.
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Sustainable Finance
Opportunities

A particularly important structural opportunity arises
from the global shift toward energy transition and
sustainable finance. The rapid growth of green and
sustainability-linked sukuk aligns closely with Nigeria's
especially
infrastructure deficit, energy access challenges, and

development  priorities, given  its
reliance on fossil fuel revenues. Sustainable sukuk
provide a viable pathway to mobilise long-term capital
for renewable energy, climate-resilient infrastructure,
and sustainable development projects. The increasing
allocation of capital by ESG-focused investors into
Shariah-compliant instruments offers Nigeria access to

new, stable funding sources aligned with global

sustainability objectives.®”

Regional Leadership
Potential

Beyond financing, these trends position Nigeria to play
a strategic role within Africa’s emerging Islamic finance
landscape. As one of the continent’s largest economies,
Nigeria has the potential to serve as a regional hub for
Islamic capital markets, facilitate cross-border sukuk
issuances, and support financial inclusion through non-
interest banking and microfinance initiatives.

Constraints and Risks

Notwithstanding these opportunities, constraints and risks remain. Heightened geopolitical tensions and global financial
market volatility could limit access to international capital, particularly for frontier markets. Investors may favour more
established sukuk jurisdictions during periods of uncertainty. Domestically, regulatory gaps, limited market depth, and
relatively low awareness of Islamic finance instruments continue to pose structural challenges. Fully realising these
opportunities will require sustained policy support, regulatory strengthening, market deepening, and improved investor
confidence.

67.  Fitch Ratings, ‘ESG Sukuk to Exceed USD 70bn by End-2026; Strong EM Momentum’ (14 January 2026) https.//www.fitchratings.com/research/islamic-finance/esg-sukuk-
to-exceed-usd70bn-by-end-2026-strong-em-momentum-14-01-2026 accessed 20 April 2026.
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PRACTICAL GUIDANCE FOR CLIENTS

This section provides targeted guidance for different categories of market participants based on the developments and

\

trends identified in this report.

Banks and Financial Institutions

©)

AAOIFI Compliance
Financial institutions offering
Islamic finance products
should commence
preparations for alignment with
AAOIFI standards. This
includes reviewing existing
accounting policies, training
finance teams, and engaging
with external auditors on
implementation timelines.

Institutions should also
monitor regulatory
developments regarding the
scope of FRCN's adoption
authority.

©"

Recapitalisation
Non-interest banks that have
met the NGN 20 billion
minimum capital requirement
are now positioned to pursue
growth strategies. Institutions
should consider how the
additional capital base can
support product development,
geographic expansion, and
participation in larger financing
transactions.

Syndicated Financing
Given the global growth in
Islamic syndicated financing,
Nigerian banks should consider
developing capacity to
participate in or lead Shariah-
compliant syndications,
particularly for infrastructure
and project finance
transactions.



Takaful Operators

Coinsurance Compliance
Operators must ensure that any existing

coinsurance arrangements with conventional
insurers have been unwound or restructured
following the coming into force of the NAICOM
regulation prohibiting such arrangement.
Compliance audits should be conducted and
documented to demonstrate adherence to the
new regulatory framework.

Retakaful Arrangements

While retakaful arrangements with
conventional reinsurers remain
permissible as an interim measure,
operators should monitor the
development of domestic retakaful
capacity and plan for potential future
restrictions.

Corporates and Issuers

Sukuk Issuance
Corporates with infrastructure
or capital-intensive projects
should consider sukuk as an
alternative or complementary
funding source. The listing of
the FGN Roads Sukuk and the
planned Kogi State sukuk
demonstrate that the Nigerian
market can support asset-
backed Islamic securities. Key
considerations include asset
identification, Shariah
structuring, and investor

outreach.

Bol Financing
Corporates in manufacturing,
industrial, and MSME sectors

should explore the Bank of
Industry’s new non-interest
financing window as a source
of Shariah-compliant
development finance. Early
engagement may provide
access to favourable terms as
the Bank establishes its market
presence in the Islamic finance
sector.

Capacity Development

The prohibition creates opportunities
for takaful operators to expand
underwriting capacity and develop
standalone risk management
capabilities. Operators should
assess their exposure to risks
previously shared through
coinsurance arrangements and
develop strategies to manage these
independently or through permissible
retakaful structures.

Halal Market Access

Companies in food production,
pharmaceuticals, cosmetics,
and related sectors should
position for assessment of
opportunities of opportunities
that may arise from the
National Halal Economy
Strategy, including halal
certification, export market
access, and potential
participation in international

partnerships.




Investors and Development Finance Institutions

Nigerian Sukuk: The sovereign
and sub-national sukuk market in
Nigeria offers opportunities for
investors seeking asset-backed,
Shariah-compliant exposure to
emerging market infrastructure.
The FGN Roads Sukuk and
anticipated Kogi State issuance
provide entry points for portfolio
diversification.

Sustainable Sukuk: ESG-focused
investors should monitor the
emergence of sustainable sukuk
in African markets. The
alignment between Islamic
finance principles and
sustainability objectives creates
opportunities for impact-oriented
capital deployment.

Development Finance: DFls
seeking to deploy Shariah-
compliant capital in Nigeria
should note the expanded
institutional capacity following
the Bol non-interest window
approval and the IsDB'’s
continued engagement in
Nigerian projects. Co-financing
opportunities may arise as the
market develops.

Risk Considerations: Investors
should be aware of the structural
challenges affecting Nigeria’'s
Islamic finance market, including
limited market depth, regulatory
uncertainty regarding the scope
of AAOIFI adoption, and the early
stage of development of certain
market segments. Due diligence
should address these factors
alongside standard credit and
operational risk assessments.



OUTLOOK FOR
THE NEXT HALF OF THE YEAR

The first half of 2026 marked a structural consolidation in Nigeria’'s Islamic finance landscape, shifting the sector’s
focus toward practical deployment and mainstream integration. With the banking recapitalization phase largely
concluded and reporting standards tightening, the sector is increasingly defined by its role in development finance and
national economic strategy rather than peripheral retail growth. The second half of the year will be driven by four critical
developments:

Operationalizing Development Finance
The rollout of the Bank of Industry’s (Bol) non-interest financing window will be a primary focus
extending Shariah-compliant credit to MSMEs and industrial projects. This represents a shift

toward embedding Islamic finance within state-backed institutional frameworks.

\_/

Sustained Sukuk Momentum
Following the landmark N400 billion Sovereign Green Sukuk and the listing of the N350 billion
Series 7 Roads Sukuk, the market anticipates further activity. This includes the expected N50

billion asset-backed issuance from Kogi State and the potential for bulk funding strategies to
support major infrastructure, such as fiber-optic investments.

Insurance Sector Recapitalization and Alignment
Attention will shift to the July 30, 2026, NAICOM recapitalization deadline, which will test the
resilience of the takaful segment. Simultaneously, operators must navigate the operational

transition to standalone risk pools following the prohibition of coinsurance arrangements with

conventional insurers.

Halal Strategy Implementation:

The early phase of the National Halal Economy Strategy will move into execution through
international partnerships with Saudi Arabia sand Turkey, supported by the Halal and Haram
Distinction Development Initiative (HDI) to strengthen certification frameworks.
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The broader outlook remains one of "execution over expansion,” with a strategic emphasis on asset-backed financing
that mirrors global trends. As geopolitical volatility in the Middle East continues to suppress hard-currency sukuk
issuances, Nigeria's focus on its domestic, local-currency market aligns with the global shift toward resilient domestic

liquidity hubs like Malaysia and Saudi Arabia.

Significant risks remain, particularly regarding external liquidity pressures, ongoing geopolitical instability, and domestic
constraints in specialized talent and regulatory coordination. Furthermore, the industry must address the legal and
interpretive complexities arising from the adoption of AAOIFI standards to ensure reporting transparency does not lead
to enforcement uncertainty. Ultimately, the next phase of growth will be defined by how effectively these Shariah-
compliant channels can bridge Nigeria's infrastructure deficit and support its broader energy transition and economic

diversification goals.
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