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Abstract

The study investigates developing an Islamic student financing securitization model based on sukuk structures. This study employs 
sample of descriptive, analytical, and comparative analyses utilized to discuss a novel framework of Islamic securitization through 
the different structures of sukuk wakalah derived from asset securitization. The result served to investigate the use of Islamic student 
financing securitization in a Shariah-compliant manner, which would be implementable in Malaysia. It emphasized the sukuk structures 
based on the wakeel principle, which indicated a situation where a wakeel or representative appointment was made to manage a project 
on the behalf of the sukuk holder. The findings of this study supported the economic benefits obtained in the form of lower overall 
financing costs through the use of securitization for student financing in higher education. This paper offers important implications 
specifically for the creation of sukuk structures and issuing a highly graded and marketable sukuk, which are compliant towards global 
Shariah principles. The paper fills the gap perceived within the existing literature of Islamic finance by showing Islamic securitization 
via sukuk as a viable source of funds potential utilizable in stabilizing the securities market. It can also pose as a solution for securing a 
sustainable funding.
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1. Introduction

Asset securitization may pose as a strategy in issuing 
securities, namely, by offering financial resources with 
a competitive rate. Its motivation is positioned towards 
finding financial resources for funding or as an instrument 
to obtain new assets at a progressively lower cost, which 
is in contrast to assets being sourced through direct 
acquisition from financial institutions. Resource-supported 
protections are generally perceived as having numerous 
points of interest over the conventional types of financing. 
This instrument incorporates the lower cost of subsidizing, 
improvement in the originator’s and liquidity, and expansion 
of financing sources. From a financial specialist’s viewpoint, 
venture openings are widened with the variety of funding 
and adaptability made conceivable through securitization. 
As far as improving the capital markets and economy, the 
issuance of Islamic securitization will boost the liquidity 
and become an increasingly viable portion of capital, in 
general. An asset that is normally securitized includes house 
financing, receivable record, credit card account, vehicle 
financing receivable record, roadway toll aggregation, and 
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more. According to the Islamic setting, all assets must be 
securitized as per the Shariah requirements. 

2. Sustainability Education Funding

2.1. Overview of Student Financing

According to human capital theory, an individual is 
generally willing to invest in their higher education and 
treats such effort as a commodity. This is due to employer 
recognition for those who have formal higher education, 
who are thus compensated or remunerated based on their 
education qualification. Furthermore, the demands for higher 
education levels are increasing as graduates require good 
and promising career options that offer higher remunerations 
(Sarpong, 2002). Higher return from educational investment 
is one of the determinants inducing the increased demand 
for higher education. However, students should undertake 
an analysis before making their decision to enter any higher 
education especially in the private higher education that 
should be included in the review of the higher education 
literature. Menon (1998) has underlined the Robbins 
Committee’s explanation of the main factor in influencing the 
demand for private higher education in year 1963 in United 
Kingdom. The results have proven that certain variables 
impact society such as cost of tuition and qualification, 
based on level of education in prospective employers and 
are, as well as family background and economic are needed 
(Hsing & Chang, 1996), financial aid for students (Michael, 
1999), and family income (Mueller & Rockerbie, 2004). 

Therefore, one of the solutions for the increased 
demand of higher education is to offer student financing. As 
anticipated, the tuition fees have steadily increased in the 
United States, the UK, Netherlands, Japan, Australia, New 
Zealand, Portugal, and Austria. According to the OECD’s 
Education Glance 2011 as cited by Willet (2011), 14 out of 25 
countries (for which data is available) reformed their tuition 
fees and support for students since 1995. Due to student 
financing being increasingly demanded for in developed 
and developing countries both, an alternative to reduce or 
transfer such financial burden from the students and their 
parents to the government should be present (Woodhall, 
1987; Johnstone, 1986). As such, the “study now, pay later” 
mind set, which is otherwise called as deferred payment, is 
one of the strategies available to increase the demand for 
furthering studies in higher education (Sharif et al., 2018). 

Typically, human capital investment in the absence of a 
collateral is riskier compared to other forms of investment. 
Financing student loans themselves are further perceived 
as a precarious and uncertain investment (Friedman, 
1955). Therefore, an alternative solution in reducing such 
notable risk is the introduction of asset-back securitization 
in financing these student loans, which are thus backed by 

bonds (Lazzaro, 2008) in raising the educational funds. 
Accordingly, Fan et al. (2004) have defined asset-backed 
securities as a process of raising funds that are backed 
from revenue-producing assets, which generate future cash 
flows. However, asset securitization differs from a normal 
loan as the loan is repackaged and sold to a third party, 
such as Special Purpose Vehicle (SPV) (Bakri et al., 2015). 
According to Giddy (2004), asset-backed securities which 
SPV issues ones or more debt instrument, will include an 
interest, while the principal payments are dependent on the 
cash flows that come from the underlying assets.

2.2. Overview of the Crisis

As of May 2019, the National Higher Education Fund 
Corporation (NHEFC) disbursed loans for about three million 
people to further studies with the real dispersed remained 
at RM56 billion (NHEFC, 2019). Further measurements 
by the corporation have demonstrated that albeit numerous 
NHEFC borrowers are demonstrating their enthusiasm to 
make payment, the real total amount gathered remains low. 
Shockingly, around 37% of the appropriated credit has gone 
to those who enrolled in private loan education establishments 
(IPTS) yet the amount obtained by this percentage spoke 
to practically 50% of the all-out designation. Out of the 
absolute credit dispensed summing up to RM56 billion, 
merely RM8.4 billion get reimbursed, where RM2.8 billion 
borrower never paid once made up of 356,000 borrowers. 
Meanwhile, sources from the partnership guarantee that 
around 23% of those who paying back their loans are doing 
so reliably. Nonetheless, in view of the Malaysia of Higher 
Education’s 2018 Graduate Tracking Survey, around 23% of 
the current alumni in the nation are unemployed still. 

A review of the literature on student financing is not 
a priority in past research work in Malaysia (Ismail et al., 
2014), whereby most of such works on the topic have been 
undertaken in USA (Hartung et al., 2006). Therefore, this 
article is looking to examine student-financing securitization 
as an alternative financing option in Malaysian higher 
education industry so as to minimize student dependence 
on the government budget. The researcher aims to analyze 
the suitability of introducing student financing securitization 
as new instrument to raise funding. Hence, Malaysia will 
be the first country to introduce Islamic student financing 
securitization through sukuk, which is a new concept itself 
for Malaysian higher education (Bakri et al., 2016). It offers 
a cheaper rate at 3% compared to the current borrowing of 
5% from conventional financial institutions (NHEFC, 2019). 
Although the National Higher Education Fund only charges 
ijarah 1%, the government needs to find an alternative 
instrument to reduce the cost of financing. In general, 
different countries have their own ways and systems to raise 
funding for students going for higher education (Chapman & 
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Harding, 1993; Barr, 2003). Therefore, the corporations and 
institutions have been set up to handle and manage student 
financing, which can be offered for university students who 
are eligible (Chapman et al., 2005). 

However, the main reason for student default payment is 
due to their future unemployment resulting in governmental 
difficulty in financing new students as they have insufficient 
fund (Khan, 2008). In Malaysia, the government established 
NHEFC in 1997 to fund eligible undergraduates in their 
pursuit for higher education studies (NHEFC, 2013). It is 
geared specifically for those who meet all requirements to 
further their studies in higher learning organisations, but did 
not have financial assistance from the government, such as 
MARA, JPA, Bank Negara Malaysia, PETRONAS, Telekom, 
Tenaga Nasional Berhad, and Khazanah. Through NHEFC, 
help is available for undergraduate students at a lower charge 
to ensure repayment is less burdensome, whereas the loan 
is waived if they graduate with a First Class degree; this 
motivates the student to get good grades. 

All things considered, the Malaysian government has 
allocated a big amount of budget for financing the students 
who are furthering their studies every year. Unfortunately, 
the National Higher Education Fund cannot rely on the 
government budget alone due to its decreasing revenue 
decreasing since the tax system shift from Good Service 
Tax (GST) to Sales Services Tax (SST). Furthermore, the 
government needs to commit to different categories of 
budget, such as government emolument, housing, and 
schools (Ziderman, 2004). Likewise, the National Higher 
Education Fund requested RM2 billion from the government 
in 2007, which was rejected due to such allocation directed 
to healthcare, social needs, and other public infrastructure 
for the public instead. After some consideration, NHEFC 
has obtained a loan from the Employee Provident Fund 
(EPF), which is under the Ministry of Finance, but has 
limited educational funding. The National Education Higher 
Fund has been request to obtain loan from banks since the 
government and their agencies have limited resources to 
maintain student financing for further studies purposes 
(Ministry of Finance, 2013). 

Currently, a student has to pay 1% if they convert to the 
Islamic financing scheme although the profit rate is low; 
instead, high costs of living causes them to still be incapable of 
repaying their loans (National Higher Education Fund,2013) 
due to higher commitment. Therefore, the researcher 
proposes the first Islamic student financing securitization 
worldwide by issuing sukuk wakalah. Ultimately, the student 
financing securitization will be offered with lower charges 
as a source of financing to higher education students as form 
of alternative of investment to the investor and for those 
who would like to subscribe to a new type of sukuk. The 
framework that is currently established to finance higher 
education student loans from other countries includes 

income-contingent and mortgage-type loans (Chapman, 
2005; Barr, 2003; Ziderman, 2004). Both types of loan have 
a different method of collection; the income-contingent loan 
is proportionate to income, whereas the mortgage-type loan 
repayments are based on a monthly fixed rate. Repayment 
for the mortgage-type loans generates a fixed monthly 
repayment rate and repayment contract after graduation as a 
term for the borrowers (Cartwright et al., 2008). 

2.3. Benefit of Securitization 

Firms may opt to reduce the cost of bankruptcy through 
Asset-Backed Securities with the risk being transferred 
through a Special Purpose Vehicle (Ayotte & Gaon, 2005). 
Meanwhile, reducing the cost of financing is achievable 
by asset securitization implemented by the firms. Ali 
et al. (2015) have supported the findings from a previous 
study, which have stated that Mortgage-Backed Securities 
provides higher long-term investment credit rating to 
financial institutions, such as banks, insurance companies, 
and fund managers. Hence, the net asset value is increased 
for financing government staff housing loans in Malaysia. 
Besides, Lemmon et al. (2014) have testified according to 
data obtained from non-financial firms across different 
10,000 firm disclosures. By using a large database of asset-
backed securitizations, they have supported the findings 
that it offers a lower cost in overall financing and gives a 
better return on investment to an investor. Due to knowing 
that the risks are lower compared to firms directly issuing a 
certificate of traditional bond, this gap becomes the thrust of 
this study. 

3. Asset Pricing in Islamic Finance

Black-Scholes-Merton (1973,1974) has become the 
standard framework of capital structured option pricing 
theory for the valuation of asset pricing components in 
Islamic finance in which the lenders payoff under put-call 
parity. In Islamic finance, the borrower will pay via periodic 
payment (i.e., premium payment) in terms of implicit 
interest rate characteristic to the lender for the call position. 
The notional value, F consists of zero-coupon bond B, with 
the maturity term of T periods being the basis of firm debt, 
according to the Black-Scholes-Merton approach. This 
capital-structure-based evaluation of contingent claims on 
firm performance under the risk-neutral measure implies that 
a firm defaults if its asset value is insufficient to meet the 
amount of debt owed to bondholders at maturity Hoda et al. 
(2020). Conversely, if the “distance to default” is positive 
and the asset value of the firm exceeds the bankruptcy level, 
the call option held by equity holders on firm value has an 
intrinsic value (i.e., in addition to its time value until the 
maturity of debt) (Phuoc, 2018). 
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The price of Islamic finance transactions will be based 
on this particular approach. Sukuk issuance in Malaysia 
includes sukuk structures involving sale and purchase of 
assets under `uqud mu`awadhat or`aqd wakalah, which 
incorporated components of the sale and purchase of assets 
or commodities murabahah. To curb asset purchase price 
manipulation in sukuk issuance, the SAC has discussed the 
issue of asset purchase pricing for the benefit of all parties 
involved. The asset purchase pricing in sukuk issuance 
based on the following principles is permissible, subject to 
the requirements of `uqud mu`awadhat (e.g., bai` bithaman 
ajil, murabahah, istisna`, and ijarah) or `aqd wakalah (i.e., 
involves the components of sale and purchase of assets or 
commodities murabahah). They must not exceed 1.51-fold 
of the market value for the asset involved, or the fair value 
or other appropriate value of a particular asset if the market 
value cannot be ascertained. The previous requirements 
are not applicable for sukuk structured based on the ijarah 
principle, as they do not involve sale and purchase of 
underlying assets. 

Islamic securitization transfers the mutual agreement 
risk between lenders and borrowers based on an underlying 
pool of assets repackaged and sold to the investor. In its basic 
concept, originators sell existing or future revenues from the 
lease receivables (i.e., asset-based), “sale-back profit” (i.e., 
debt-based), or private equity from a portfolio of Islamic-
adjacent and acceptable assets to an SPV. It refinances itself 
by issuing unsecured securities to market investors interested 
in buying the Islamic bond in the Islamic finance capital 
market. Islamic securitization must confer upon the investors 
clearly regarding their identifiable rights and obligations for 
the securitized assets in order to ensure direct participation 
in any distribution of risk and reward between the lenders 
and borrowers, as well as limited risk mitigation and/or 
indemnification through credit enhancement (Phuoc et al., 
2018). Hence, from the Islamic securitization perspective, 
uncertainty, gambling, and business-related religious-
sanctioned real economic activity should be avoided.

3.1.  Mortgage Securitization through Sukuk 
Musharakah

Islamic securitization in subprime mortgage is based 
on risk-shifting and differs from the sukuk structures (i.e. 
mudharabah and musharakah mutanaqisah principles), 
which are based on the risk-sharing concept. Risk-sharing 
combines the risk exposure, where the whole risk is less 
than the total risk on individual parts (Jacobs, 2009). As 
promoted by Chapra (2008), the financial system may be 
able to promote justice if, in addition to being strong and 
stable, it satisfies at least two conditions based on moral 
value. The entrepreneur will share the losses or risk with 
the financier, rather than totally shifting the burden to the 

entrepreneur. According to Islamic principles, the financier 
and entrepreneur both should share the profit and loss 
equally, as this will fulfill the first condition of justice. 
For this purpose, one of the basic principles in Islamic 
finance is “no risk, no gain”; the principle is introduced to 
ensure the justice for both sides. Furthermore, the financier 
needs to assess the risk more carefully by monitoring fund 
utilisation by borrowers accordingly. Both the financier and 
entrepreneur need to reduce any excessive lending through 
the double assessment of risks. The problem of subprime 
mortgage can be minimized through Islamic finance by 
offering an affordable credit rate to the borrower. Sukuk will 
thus be one of the instruments potentially utilised to finance 
prospective projects based on the Shariah perspective. 

As aforementioned, Islamic securitization based on 
the mudharabah or partnership principle dictates that 
both the borrower (sukuk users) and financier (investor) 
will share the profit and bear the risk of losses equally. 
In the case of musharakah mutanaqisah sukuk, the legal 
implication dictates that both the investor and homeowner 
are musharakah partners, but the investor share in the assets 
(i.e., houses) will diminish over time as the instalments 
are paid by homeowners to repurchase the assets. In this 
situation, the agent who administers the sukuk will act as the 
wakeel, whereas the investors receive the turn of their capital 
from the instalments in addition to the Islamic securitization 
rental paid by the homeowners for using the assets. Both 
parties need to agree on the contract terms and conditions 
if the flexible characteristics of this kind of sukuk are to be 
implemented. In contrast, mudharabah sukuk principle uses 
the concept of risk-sharing, whereby profit or dividend is 
shared, but not the losses (Hanim et al., 2010). Through this 
concept of sukuk, there will be no guarantee of capital values 
and thus differs from musharakah mutanaqisah sukuk. The 
mudharabah sukuk allocates highly profitable return in the 
reserve so that they can afford to pay out dividends although 
the economy is in a bad situation and generate less return 
compared to musharakah mutanaqisah sukuk (Wilson, 2008).

3.2.  Islamic Student Financing Securitization 
through Sukuk Wakalah 

Pursuant to a Wakalah agreement entering between the 
Trustee (acting on the behalf of the holders of the Sukuk 
Wakalah and the Issuer. The Trustee (acting on behalf of 
the Sukuk holders) will appoint the Issuer to act as its agent 
(“Investment Wakeel”), acting on trust for the Trustee and the 
Sukuk holders, to invest the Sukuk Proceeds into the Shariah-
compliant general business of the Issuer (“Shariah-compliant 
Business”); and Shariah-compliant commodities (excluding 
ribawi items in the category of medium of exchange such as 
currency, gold and silver) purchased. The sukuk sold under the 
Shariah principle of Murabahah (via Tawarruq arrangement), 
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collectively, “Wakalah Investments”. From time to time, the 
Issuer will issue Sukuk Wakalah and the Sukuk holders will 
subscribe to it by paying the issue price (“Sukuk Proceeds”). 
The Trustee and Investment Wakeel will declare a trust over 
the Sukuk Proceeds, and over the Wakalah Investments and 
all of the rights, title, interests, entitlements, and benefits of 
the Trustee and the Investment Wakeel respectively. 

Under the Wakalah Investments and/or the transaction 
documents in connection with the Sukuk Wakalah Programme 
(“Transaction Documents”), including all moneys payable 
thereunder to the relevant Sukuk holders, held on trust by 
the Trustee and the Investment Wakeel respectively for the 
relevant Sukuk holders (“Trust Assets”). In this perspective, 
as an innovative obligation financing that goes about as 
hazard the board device, in the first half of 2017, Sukuk 
issuances by the Malaysian government and corporate entities 
amounted to RM79.01 billion, thus representing 53.3% 
of the total bond issuances in the country according to the 
International Islamic Financial Market’s Sukuk Report 2018. 
Similarly, the 2018 Sukuk report has underlined the Standing 
Committee for Economic and Commercial Cooperation of 
the Organisation of the Islamic Cooperation (ECOMCEC) 
observation regarding the outstanding value of local-
currency Malaysian Sukuk amounting to RM718.4 billion as 
of late June 2017. This value was significantly higher than 
the RM534 billion outstanding value of conventional bonds 
recorded during the same period (Hashim, 2018). At present, 
the government pays RM1.7 billion annually (NHEFC 
2019). Since Islamic securitisation is a piece of Islamic 
bonds or sukuk in Malaysia that is consistently popularised 
for financing projects, the researcher proposes the structure 
for Islamic Student Financing Securitization.

3.2.1. Originator – NHEFC (Owner) 

National Higher Education Fund Corporation is the owner 
tasked with transferring the risk or assignment (hawalah) 
debt to the SPV in the process of Islamic securitization. 
Normally, the lender will undertake underwriting and do the 
transactions in loan securitization. National Higher Education 
owned this asset before transaction transfer takes place to the 
Special Purpose Vehicle. In this case, the NHEFC is a firm 
that provides higher education loans to students who wish to 
pursue higher education at institutions of higher education. 
It will transfer the asset to the SPV companies appointed 
to serve as intermediaries before issuing sukuk to investors 
interested in investing in the NHEFC Sukuk Wakalah.

3.2.2.  Special Purpose Vehicle (SPV)/Wakeef – 
Corporation/Merchant Banks

The SPV is a business for particular objectives designed 
by a financial organization with the exact purpose of buying 

the portfolio and facilitating the sale. Next, the collateral 
excellence is evaluated by a credit scoring organization 
typically, which is tasked with appraising the credit 
danger of the security and the quantity of credit held in the 
organization. The credit institution achieves payment for 
its usual scoring services. In the third step, interest-bearing 
securities are sold to stakeholders, whereby they obtain 
an increase as recompense for the credit. Subjected to the 
normal conditions as extensive-term debt securitization, the 
SPV pays the stakeholders the interest and principal made 
by the portfolio cash flow, minus a service charge. In this 
case, the NHEFC will appoint a merchant bank on their 
behalf to carry out their duties as a party to carry out related 
transactions and reports. The appointed SPV consists of 
a merchant bank or firm with experience in securitisation 
transactions.

3.2.3. Buyers - Investors

An investor is a person that allocates the capital with 
the expectation of a future financial return and look at 
brand resonance score for investment (Ande et al., 2017). 
The types of investments are debt securities. The investor is 
typically someone who provides a business with capital and 
someone who buys a stock both, who will invest in sukuk 
wakalah. This consists of 51% Tangible Assets and 49% 
through financing. They will hold this sukuk for a period of 
time until it reaches the maturity at an agreed-upon rate. To 
encourage investor investment, the education ministry will 
guarantee the sukuk in the event of default payment.

3.2.4. Hawalah - Assignment of Debt

Hawalah means transfer of risk or change to other 
parties. Legally, hawalah is defined as process of transfer 
from the principal debtor to the transferee in which the 
liability of debt settlement is transferred. It establishes a new 
debt between the creditor and transferee before eliminating 
an existing debt between the creditor and principal debtor, 
thus creating two new debts before abolishing the new one. 
Hawalah is not the sales of debt, but rather, it is similar to the 
concept. The NHEFC will transfer some of the debt to the 
SPV for the issuance of Sukuk. This is the Islamic concept 
or principle of debt that cannot be sold, hence the concept 
of Hawalah is applicable differently in comparison with the 
concept of housing securitization widely used.

3.2.5. Kafalah/Rihn - Guarantor (MOE)

Kafalah is a contract for undertaking the responsibility 
for liability for others, where a person or corporation 
accepts as the guarantor. The act states that if failure occurs, 
someone has to take up the liability and responsibility. In 
Islamic finance, the borrower or seller will be able to obtain 
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recourse if the borrower fails to fulfil the obligation for 
payments due to services or goods purchased. Therefore, the 
Ministry of Education (MOE) plays a key role in securing 
every sukuk issued so that it can continuously source highly 
critical educational funding at a lower cost compared to loans 
made through banks or financial institutions with high fees. 
The application of kafalah for a guaranteed facility by the 
guarantor in sukuk structures based on `uqud mu`awadhat, 
`uqud ishtirak, and `aqd wakalah is wholly permissible. It 
may be provided either with or without the imposition of a 
fee. The principle as permissible in sukuk structuring must be 
executed separately from the underlying contract of sukuk, 
whereby any termination of the underlying contract does not 
affect the kafalah and vice-versa.

3.2.6. Sukuk Wakalah - Instruments/Underlying Asset

Certificates that represent a project or particular activity 
carried out according to the wakalah principle, whereby a 
wakeel or representative is appointed to manage the project 
on the behalf of the sukuk holder. The structure stems from 
the concept of wakalah, which is literally translated as an 
arrangement where one party entrusts another party to act on 
its behalf. A wakalah is thereby akin to an agency arrangement. 
A principal (the investor) appoints an agent (wakeel) to invest 
funds provided by the principal into a pool of investments 
or assets, and the wakeel lends their expertise and manages 
the investments on the behalf of the principal for a particular 
duration to generate an agreed-upon profit return. The 
principal and wakeel, thus, enter into a wakalah agreement, 
which governs the appointment, scope of services, and fees 
payable to the wakeel, if any. The relationship between the 
two parties must comply with certain basic conditions. 

The wakalah structure is particularly useful when the 
underlying assets available to the originator and can be used 
to support the issuance of the sukuk are comprised of a pool or 
portfolio of assets or investments, as opposed to any particular 
tangible asset or assets. The wakeel thereby uses their 
expertise to select and manage the investments on the behalf 
of the investor to ensure that the portfolio will generate the 
expected profit rate agreed by the principal. While the wakalah 
structure has some similarities compared to the mudharabah 
structure, the main difference is that unlike the latter in which 
the profit is divided between the parties according to certain 
ratios, an investor via the wakalah structure will only receive 
the profit return agreed between the parties at the outset. Any 
profit in excess of the agreed-upon profit return will be kept 
by the wakeel as a performance or incentive fee.

3.2.7. Takaful - Protection of NPL

Takaful operates in view of the best interest for its 
participant in which a person or organisation performs duty 

takaful operation with a valid license. It operates according 
to Shariah-compliant processes in a prudent and sound 
manner. The takaful frameworks are set up to guide the 
industry players in monitoring their operational process and 
safeguarding the best interests of the participants, sustaining 
the takaful fund (hibah) for a longer period, and achieving 
the takaful business efficiency. Therefore, the students are 
protected by takaful in the event of a disaster, where funds 
will be withdrawn from the grant or participant contribution 
to repay the loan in the event of their inability to honour 
repayments due to death and accident that result in the loss 
of employment and other accidents.

3.2.8.  Trustee

The Islamic capital market industry provides for the 
structures in sukuk, whereby in Malaysia, they are governed 
by a legal regulatory framework. Trustee, as the party 
governing the industry, plays important roles in establishing 
sukuk. Every transaction involving sukuk issuance requires a 
trustee to be appointed, and the trust deed must be executed 
under the exceptions provided for in Schedule 8 of the 
Capital Market Services Act 2007 (“CMSA”). Thus, the 
trust structure is the core theme in sukuk, so far as Malaysia 
is concerned. In this case, Malaysia Trustee Berhad is 
appointed as the trustee for Sukuk Wakalah.

To ensure the enforcement of loan payment, the National 
Higher Education Fund may collaborate with several 
government agencies to monitor the repayment process.

3.2.9.  AKPK - Counselling Credit 

The agency will impart financial education to the 
students, delineating the importance of financial literacy 
before disbursement of loan (Idris et al., 2016). They are 
made aware of the consequence should a non-performing 
loan occurs. 

3.2.10. BNM - Central Bank

Central banks will monitor the repayment process through 
the CCRIS system in which the borrower will be blacklisted 
if they failed to make payments for three consecutive 
months. This aids in minimizing defaulted payments among 
borrowers for paying off their monthly instalments in order 
to generate the funds required to help other undergraduates 
in continuing their higher education.

3.2.11. KWSP - Employees Provident Fund 

Borrowers who are working in the private sector will 
make monthly deductions through the Employees Provident 
Fund (EPF) to the NHEFC, whereby minimum payments 
are made and their monthly payments will increase as their 
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wages increase. The employer will provide full cooperation 
and information with the NHEFC in providing information to 
the EPF in making the monthly payments proceed smoothly.

3.2.12.  Angkasa - National Cooperative Society in 
Malaysia 

The Cooperative Agency is a mediator for borrowers 
who work as government employees. The monthly payment 
deduction will be made through the monthly payslip, whereby 
Angkasa will process payments to the NHEFC on the behalf 
of the borrower. Government employees should cooperate 
with the cooperatives and make monthly deductions for 
loan repayment to avoid future inconveniences, such as 
disciplinary issues, promotion detention, and more.

3.2.13. SSM - Registrar of Malaysian Companies 

The Companies Commission of Malaysia will work with 
NHEFC to facilitate lenders who make monthly payments. 
The commission has its branches located in each state to ease 
borrowers in making payments. If an entrepreneur who has 
a loan with NHEFC fails to make the payment within the 
stipulated time period, then the Commission may withhold 
the renewal of their annual license.

3.2.14. JPJ - National Road Transport Department

Authorities such as the Road Transport Department 
have a wide network system, whereby borrowers who 
require the renewal of their vehicle license must deal with 

Figure 1: Framework of Student Financing Securitisation
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the department annually, thus ensuring that arrears are paid 
accordingly.

3.2.15. LHDN - Inland Revenue Board 

The Inland Revenue Board plays a central role in 
collecting government revenue for each taxable taxpayer. 
Borrowers may be required to have a tax nook so as to 
facilitate their payment-making processes after graduation 
and working. Such tax structures have been implemented 
in developed countries such as the UK, USA, Australia, and 
others, which allow the tax collection to be done efficiently. 
The government through the (Ministry of Finance, 2019) has 
introduced new tax system during the annual budget for year 
2020 for any individuals who are 18 years old and older. They 
will be allocated a tax number so that their tax structure will 
follow the tax system implemented in developed countries, 
whereby the tax system will link to a student loan and thus 
improve student loan repayment processes. 

3.2.16. JPN - National Registration Office 

The National Registration Department is in charge of 
safeholding the personal data of borrowers and beneficiaries 
alike, which can assist the NHEFC in facilitating loan 
payment collection. 

4. Conclusion and Recommendations 

As Malaysia is known as the world’s highest sukuk 
issuer, the introduction of a new Islamic Student Financing 
Securitisation will attract Muslim investors from foreign 
states, especially from the Middle East countries. Statistics 
has shown that the country ranks first in issuing sukuk 
globally, whereby the current industry is worth USD2 trillion 
and grows by 17% per annum, as well as producing the first 
green sukuk worldwide. The government through its Annual 
Budget 2020 aims to strengthen the Islamic finance sector and 
give incentives to corporations that can issue Sukuk Wakalah. 
Likewise, many investors from the Middle East countries 
have withdrawn their investments from the West due to the 
uncertainties of economy world trade as a result of the USA-
China crisis. In fact, the uncertainty due to Brexit crisis in 
the UK has also affected their investment landscape, which 
is overpriced, and evidenced by the withdrawals of foreign 
direct investment origin from Europe. As such, investors are 
more attracted to invest in Islamic finance products, which 
are resilient during crisis, especially in subprime mortgage as 
an alternative financing for raising funds, namely by issuing 
Islamic student financing securitisation (Bakri et al., 2018). 

Therefore, the testimony due to the successful launch of 
Malaysia as the first green sukuk 2017 worldwide serves as 
the motivation for proposing sukuk as a creative and cheaper 

debt financing alternative in the near future by promoting 
Islamic finance worldwide (Shabbir et al., 2019). Since 
Islamic securitization is a component of Islamic securities 
in Malaysia, the investigation was emphatically spurred 
to propose the system of Islamic Securitization Student 
Financing for the markets. Islamic sukuk considers a wide 
range of scope as an elective type of worldwide financing 
and venture (Sairally, 2015), especially for resource-
sponsored protections (Wilson, 2014). Meanwhile, the 
wakalah structure is especially valuable when the hidden 
resources is accessible to the originator and can be 
utilized to aid in sukuk issuance, as it involves a pool or 
arrangement of advantages or ventures rather than specific 
substantial resource or resources rather than mudharabah or 
musharakah (represent proprietorship). Additionally, Islamic 
securitization as a component of Islamic bonds in Malaysia 
propelled the investigation to firmly propose the system 
for Islamic Securitization Student Financing, which will 
fulfil the commitment to the general population concurring 
Maqasid Shariah Dharuriyah or Hajiyat.
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