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On 6 June 2016 the International Swaps and Derivatives Association (ISDA) and the
International Islamic Financial Market (IIFM) published template documentation for
Islamic Foreign Exchange Forwards (Wiqayah Min Taqallub As’aar Assarf) (“IFX”).
The template documentation comprises:
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>

a set of Master Terms and Conditions for IFX using two unilateral and
independent undertakings (Wa’ad) (the “Two Wa’ad Structure”); and

>

a set of Master Terms and Conditions for IFX using a single unilateral
undertaking (Wa’ad) (the “Single Wa’ad Structure”).
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Document Architecture
Each set of IFX Master Terms and Conditions is designed for use with the ISDA/IIFM
Tahawwut Master Agreement (the “TMA”). Parties wishing to document an IFX
transaction under the TMA will need to prepare a single undertaking (in the case of the
Single Wa’ad Structure) or two undertakings (in the case of the Two Wa’ad Structure)
which reference the relevant set of IFX Master Terms and Conditions. The form of the
undertaking is annexed to the relevant set of IFX Master Terms and Conditions and
provides for one party (the Buyer) to undertake to the other (the Seller) to enter into a
transaction to purchase a specified amount of one currency and deliver a specified
amount of another currency on a specified future date if the Seller exercises its rights
under the undertaking.
Once each relevant undertaking has been executed the IFX Master Terms and
Conditions, as supplemented by the relevant undertaking(s), constitutes a “DFT Terms
confirmation” for the purposes of the TMA. The transaction documentation will
therefore comprise:
>

the relevant undertaking(s);

>

the relevant IFX Master Terms and Conditions; and

>

the TMA.

If the Seller wishes to exercise its right under the relevant undertaking, an exercise
notice and an offer and acceptance will also need to be prepared.
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Two Wa’ad Structure
The Two Wa’ad Structure envisages that each party gives a Wa’ad (or undertaking) to
the other party. Under each Wa’ad one party (the Buyer) undertakes to the other party
(the Seller) that if the relevant condition (the Exercise Condition) is satisfied and the
Seller exercises its rights under the Wa’ad by delivering to the Buyer a notice (an
Exercise Notice) on a specified date (the Exercise Date), the Buyer will purchase from
the Seller a specified amount of one currency (the First Currency) and pay to the
Seller a specified amount of another currency (the Second Currency).
Each Wa’ad will only be capable of being exercised by the Seller if the relevant
Exercise Condition is satisfied. It is important to note that the Exercise Conditions
differ between the two undertakings and have been drafted in such a way that if the
Exercise Condition under one Wa’ad is satisfied then the Exercise Condition under the
other Wa’ad will not be satisfied. The Exercise Conditions in the Wa’ad are therefore
mutually exclusive such that only one Wa’ad can be exercised on the relevant
Exercise Date. The Exercise Condition is respect of the first Wa’ad is satisfied if the
currency exchange rate for foreign exchange transactions in the First Currency and
the Second Currency for value on the Exercise Date (expressed as an amount of the
Second Currency per one unit of the First Currency) (the Spot Rate) on the Exercise
Date is less than or equal to the currency exchange rate specified in the Wa’ad as
the Forward Rate (the Forward Rate). The Exercise Condition in respect of the second
Wa’ad is satisfied if the Forward Rate is greater than the Spot Rate on the Exercise
Date.

Single Wa’ad Structure
The Single Wa’ad Structure envisages that one party (the Buyer) gives a Wa’ad (or
undertaking) to the other party (the Seller). Under the Wa’ad the Buyer undertakes to
the Seller that if the Seller exercises its rights under the Wa’ad by delivering to the
Buyer a notice (an Exercise Notice) on or prior to a specified date (the Exercise Date),
the Buyer will purchase from the Seller a specified amount of one currency (the First
Currency) and pay to the Seller a specified amount of another currency (the Second
Currency).

Sale Transaction
If the Seller wishes to exercise its rights under the relevant Wa’ad, at the same time it
sends to the Buyer the Exercise Notice it also needs to send two copies of an offer
and acceptance (the Offer and Acceptance) duly completed and executed by the
Seller. The Offer and Acceptance constitutes an offer by the Seller to the Buyer to
enter into the sale of the specified amount of the First Currency to the Buyer in
exchange for payment by the Buyer of the specified amount of the Second Currency.
Under the relevant IFX Master Terms and Conditions the Buyer is obliged to accept
such offer. The sale transaction is then completed by the Seller transferring to the
Buyer the specified amount of the First Currency, and the Buyer transferring to the
Seller the specified amount of the Second Currency, in each case on the settlement
date.
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Shari’ah compliance

Contacts

While IIFM’s Shari’ah Board has approved the IFX templates after extensive
consideration, it is always the responsibility of each party to ensure that, to the extent
that Shari’ah compliance is relevant to its dealings and corporate governance, it has
satisfied its own Shari’ah advisers that the relevant transaction is Shari’ah compliant
and that the documents are suitable for, and are being used appropriately in, the
context of that particular transaction.

For further information
please contact:
Mark Brown
Partner
Derivatives and Structured
Products
(+44) 207456 5229
mark.brown@linklaters.com
Neil D Miller
Global Head of Islamic Finance
(+971) 4369 5815
neil.miller@linklaters.com

One Silk Street
London EC2Y 8HQ
Author: Mark Brown
This publication is intended merely to highlight issues and not to be comprehensive, nor to provide legal advice. Should you have any questions on issues
reported here or on other areas of law, please contact one of your regular contacts, or contact the editors.
© Linklaters LLP. All Rights reserved 2016
Linklaters LLP is a limited liability partnership registered in England and Wales with registered number OC326345. It is a law firm authorised and regulated by
the Solicitors Regulation Authority. The term partner in relation to Linklaters LLP is used to refer to a member of Linklaters LLP or an employee or consultant of
Linklaters LLP or any of its affiliated firms or entities with equivalent standing and qualifications. A list of the names of the members of Linklaters LLP together
with a list of those non-members who are designated as partners and their professional qualifications is open to inspection at its registered office, One Silk
Street, London EC2Y 8HQ or on www.linklaters.com and such persons are either solicitors, registered foreign lawyers or European lawyers.

Telephone (+44) 20 7456 2000
Facsimile (+44) 20 7456 2222
Linklaters.com

Please refer to www.linklaters.com/regulation for important information on Linklaters LLP’s regulatory position.
We currently hold your contact details, which we use to send you newsletters such as this and for other marketing and business communications.
We use your contact details for our own internal purposes only. This information is available to our offices worldwide and to those of our associated firms.
If any of your details are incorrect or have recently changed, or if you no longer wish to receive this newsletter or other marketing communications, please let us
know by emailing us at marketing.database@linklaters.com.

Master Terms and Conditions for Islamic Foreign Exchange Forwards  1
A31947518/2.0/May 2016

3

