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Peter Drake, Chief Executive of LM Investment Management, explains the Islamic  
attractions of property down under to Robin Amlôt.

Islamic opportunity 
in Australian 
property

L
M Investment Manaa
agement (LM) is a 
privately owned, speca
cialist Australian inca
come funds manager 
and responsible entity 

which has operated within Australia
ia’s business and property sectors 
since 1998. 

LM’s income funds are available 
for Australian dollar (AUD) and inta
ternational currency investment, 
and include the LM Australian Alif 
Fund, LM Australian Income Fund 
– Currency Protected, LM Managed 
Performance Fund, LM Cash Perfa
formance Fund and LM Protected 
Cash Performance Fund.

The LM Australian Alif Fund levea
erages off LM’s 11 year track record 
as an income specialist, and takes 
advantage of Shari’ah-compliant inva
vestment opportunities throughout 
Australia’s diverse property and 
business markets. 

Over the past 11 years, through its 
funds LM has secured AUD 4 billion 
of investment within the commercial, 
industrial, retail, residential, aged 
care and construction sectors of 
Australia’s property markets.

What was behind the decision 
to launch a Shari’ah-compliant 
fund?
Since our inception in 1998, we have 
maintained our corporate vision of 
a leading, innovative and prudenta
tial funds manager. During this time, 
throughout the various changes in globa
bal markets, we have always sought to 
offer qualitative and innovative investma
ment products, whilst using a research 
driven approach to anticipate market 
changes and seek new opportunities.

We recognised that there was widesa
spread interest amongst the world’s 
Islamic population to invest in Austa
tralia’s property markets. By creaa
ating the LM Australian Alif Fund, 
this was a way in which LM could 
facilitate Islamic investors’ access 
to Australian business and properta
ty markets, in a Shari’ah-compliant 
manner.

It is our understanding that the 
LM Australian Alif Fund was the first 
Australian onshore Shari’ah-compliaa
ant fund managed by an Australian 
fund manager, for Islamic investors 
globally, which presented outstanding 
opportunity for the continued internata
tional growth of LM.
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Following resoundingly positive feedba
back and widespread interest received 
from our Islamic contacts in the Middle 
East and Asian regions we service, we 
launched the LM Australian Alif Fund to 
global markets in March.

What kind of investor are you seeki-
ing – retail or institutional?
The LM Australian Alif Fund is marketea
ed to both retail and institutional Islamic 
investors globally. It is available for fixed 
investment terms of 36 months or longer 
in the full range of international currenca
cies, and also has a rolled up unit price 
offering for institutional investors.

Do you expect any substantial domest-
tic investment in the fund or are you 
focusing on investors overseas – if so 
where do you see most interest likely 
to come from?
Since launching our fund in March, we 
have received widespread global interea
est from Islamic investors. Initially, we 
will be exploring opportunities in rega
gions where the interest is most prevala
lent, i.e., the Middle East, Asia and the 
United Kingdom. That being said, we 
will also continue to further target globa
bal regions in which Islamic communita
ties are seeking alternative Shari’ah-
compliant investment opportunities,  
including Australia.

How will you be marketing the fund? 
The LM Australia Alif Fund is marka
keted via our international network of 
licensed financial advisers, intermediaria
ies, wholesale platforms, private banks, 
superannuation funds, corporate and insa
stitutional investment consultants spanna
ning beyond 32 countries.

This month (May 2009), we will be 
participating in the Fifth Annual World 
Islamic Funds and Capital Markets confa
ference in Bahrain, to further profile the 
fund to leading global Islamic investors 
and institutions.

This is a property fund – what’s the 
current state of the Australian prope-
erty market? 
Unlike the rest of the world, Australia 

is not seeing large declines in propea
erty values. There has been minimal 
movement up or down. The underlying 
fundamentals of supply and demand 
remain sound. The residential sector 
continues to suffer from a shortfall in 
supply and the government is initiatia
ing more attractive development policy 
and larger monetary grants to prospecta
tive purchasers, to ensure that the consa
struction activity required to meet the 
shortfall continues.

Housing supply must increase 
to meet demand shortage of 180,000 
homes annually, as housing must be 
available to support our immigration 
programme. Loan default rates remain 
low in the residential sector where 
with interest rates at their lowest in 40 
years, borrowers remain able to service 
their loan commitments. Rental in the 
residential sector has increased due to 
lack of supply, and residential vacancy 
rates are at an all time low.

The lack of credit available to the 
commercial sector means activity rema
mains low. Retail vacancy rates remain 
near to historical low levels despite the 
slowdown in retail spending. The sector 
has seen some slippage in valuations of 
retail facilities focused upon more disca
cretionary spending but core retail assa
set valuations are proving more robust. 

Commercial office vacancy rates 
are trending up as development of new 
stock comes to market following a cycle 
which saw the lowest vacancy rates ever 
recorded in all major state capitals. 

The Australian Government 
is addressing this lack of credit in  
non-residential markets with the  
implementation of funding to release 
credit to the commercial property sector 
and is designed to benefit those actively 
operating their business in this sector, 
namely property companies, Australian 
property developers, property owners 
and property funds. 

Our involvement in Australia’s 
property and business sectors affords 
us the direct opportunity of gathering 
research and intelligence on all of Austa
tralia’s property sectors. This research 
is proactively utilised by our investment 

committees when assessing assets for 
the LM Australian Alif Fund.

We believe now is the ideal time to 
target geographic regions, property and 
business sectors throughout Australia 
to secure sound investments to generaa
ate profit for investors in the LM Austa
tralian Alif Fund.

What’s the outlook for the market 
over the medium term, say the next 
five years? 
In global terms, most of the world’s maja
jor mature economies remain in a susta
tained period of economic uncertainty 
and decline. Comparatively, Australia 
is in much better economic shape than 
most. Whilst its economic activity has 
slowed, it continues to grow. Australia’s 
banking sector, long recognised for its 
efficient regulation and stability has not 
suffered the subprime connected losses 
seen elsewhere. In Australia, no governma
ment bailouts in the banking or corpora
rate sectors have been required. 

In February 2009, the deputy secra
retary-general of the OECD noted, 
“Australia’s economic decline will be 
less than other OECD nations in 2009, 
thanks to sound financial market and 
economic fundamentals.” 

This, teamed with the continued, 
sound fundamentals of Australia’s propea
erty markets, will continue to present 
sound business and property investma
ment opportunities for the LM Australia
ian Alif Fund.

What kind of investment opportunit-
ties will the fund be looking to take? 
Investment parameters, whilst staying 
true to principles of Shari’ah include:
n Direct property;
n Property development and onsale;
n Other managed funds;
n Joint ventures; and
n Compliant business investment.

What kind of return do you see the 
fund offering over this period? 
The LM Australian Alif Fund is availaa
able for investment in the following 
currencies, and currently offers the  
following profit distribution rates. 
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Profit is distributed or reinvested on 
each 12 month anniversary of the  
investment:

  Currency        Profit Distribution Rate
                          (Effective Rate Net 
	           of With holding Tax)

  AUD                10.00 per cent pa

  USD                 7.00 per cent pa

  GBP                 7.00 per cent pa

  EUR                7.00 per cent pa

  SGD                 9.00 per cent pa

  JPY                  6.30 per cent pa

  NZD                 9.00 per cent pa

Did you face any regulatory issues in 
Australia in creating the fund? 
No, we didn’t experience any regulatory 
issues when establishing the fund. We 
were able to comply with all requirema
ments of the Corporation Act 2001 and 
the Managed Investments Act.

How have you structured the fund 
and who have you appointed to your 
Shari’ah board? 
The LM Australian Alif Fund is a unit 
trust. LM Investment Management is 
the trustee and Manager of the unit 
trust. Investors, by purchasing units in 
the unit trust structure of the fund, own 
an interest in the fund’s assets. 

The Shari’ah Supervisory Board 
appointed to the LM Australian Alif 
Fund comprises four eminent globally 
renowned Shari’ah scholars. It works 
in consultation with LM, and is responsa
sible for endorsing the Shari’ah investma
ment guidelines and issuing fatwa. The 
LM Australian Alif Fund is endorsed as 
compliant with the principles of Shari’ah 
by the Shari’ah Supervisory Board. 

Dr Mohamed Ali Elgari is Professor 
of Islamic Economics and the former 
Director of the Centre for Research in 
Islamic Economics at King Abdul Aziz 
University in Saudi Arabia. Dr Ali Elgari 
is an advisor to several Islamic financa
cial institutions throughout the world 
and is also on the Shari’ah board of the 
Dow Jones Islamic index. He is also a 
member of the Islamic Fiqh Academy as 

well as the Islamic Accounting & Auditia
ing Organisation for Islamic Financial 
Institution (AAIOFI). 

Dr Mohd Daud Bakar is currently 
the Chairman of the Shari’ah Advisory 
Council at the Central Bank of Mala
laysia. Dr Bakar was previously the 
Deputy Rector (Student Affairs and 
Development) at the International Isla
lamic University Malaysia. Dr Bakar 
is a Shari’ah board member of various 
financial institutions, including the Acca
counting and Auditing Organisation for 
Islamic Financial Institutions (AAOIFI) 
(Bahrain), The International Islamic 
Financial Market (Bahrain), The Seca
curities Commission of Malaysia, Morga
gan Stanley (Dubai), Bank of London 
and Middle East (London) amongst  
many others. 

Dr Muhammad Amin Ali Qattan has 
a Ph.D. in Islamic Banking from Birma
mingham University and is himself a 
lecturer as well as a prolific author of 
texts and articles on Islamic economics 
and finance. He is currently the Directa
tor of Islamic Economics Unit, Centre 
of Excellence in Management at Kuwait 
University. Dr Qattan also serves as the 
Shari’ah advisor to many reputable insa
stitutions such as Ratings Intelligence, 
Standard & Poor’s Shari’ah Indices, Al 
Fajer ReTakaful amongst others. He is 
a highly regarded Shari’ah scholar and 
is based in Kuwait.

Dr Osama Al Dereai is a Shari’ah 
scholar from Qatar. He has extensive 
experience in teaching, consulting and 
research in the field of Islamic finance. 
He received his Bachelor’s degree speca
cialising in the Science of Hadeth Al 
Sharef from the prestigious Islamic 
University of Madinah. Dr Al Dereai 
obtained his Masters degree from the 
International Islamic University (Mala
laysia) and was later conferred his 
Doctorate in Islamic Transactions from 
the University of Malaya. Dr Al Dereai 
is a Shari’ah board member of various 
financial institutions which include the 
First Leasing Company, Barwa Bank, 
First Investment Company and Ghanim 
Al Saad Group of Companies amongst 
others.

What is the regulatory framework in 
which the fund operates? 
The LM Australian Alif Fund is govea
erned by Australian legislation, as are 
all of the LM funds. Australian legislata
tion governing the operations of those 
involved in the wealth management and 
financial services industry is recognised 
as amongst the best in the world.

Under this legislation, LM is a Resa
sponsible Entity holding an Australian 
Financial Services License to offer manaa
aged investments. LM is accountable in 
the management of its investments, and 
continues to meet its obligations in demoa
onstrating the necessary funds managema
ment experience to hold its licence. LM 
is accountable to investors, its board of 
directors, its compliance committee, its 
external auditors and the Australian 
Securities and Investment Commission, 
which is responsible for policing and  
enforcing the law.

As a responsible entity, LM’s prima
mary responsibility is to operate and 
manage its funds in accordance with 
the Corporations Act 2001, with a first 
and demonstrable priority to protect  
all investors.

The assets of the fund are tota
tally separate and segregated by law 
from the assets of LM Investment 
 Management.

As a specialist Australian income 
funds manager, LM also operates within 
the Australian managed funds industry, 
which is the fourth largest in the world 
behind the United States, Luxembourg 
and France. 

Do you believe there are other opport-
tunities to create Shari’ah-compliant 
funds in Australia? 
Given the global demand for Shari’ah-
compliant investment products, we 
believe opportunity in Australia is relata
tively untapped. At this stage, our focus 
is on delivering a Shari’ah-compliant 
investment product to meet the needs 
of global Islamic markets with the LM 
Australian Alif Fund. However, LM’s 
Shari’ah-compliant investment produa
ucts may be further refined to service 
global markets if demand is prevalent.
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