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Faizal, a 38-year-old engineering manager in Singapore, sat with a printed brokerage statement in
one hand and a growing sense of unease in the other. He had been investing for six years, mostly
in US tech stocks and a couple of REITs his colleague recommended. His portfolio had grown to
$180,000, but he had never once checked whether the companies he owned were financed
through interest-bearing debt, whether their revenue touched alcohol or gambling, or whether his
dividends carried impurities that needed purifying. He is not alone in this position. A 2022 study by
the Islamic Finance Council found that fewer than 15 percent of Muslim retail investors globally
screen their holdings against any Shariah standard, despite over 1,900 Shariah-compliant equities
being tracked by index providers like Dow Jones Islamic Market and MSCI.

This matters because the gap between conventional investing and Halal investing is not cosmetic.
It touches the core of what Islamic finance forbids: Riba (interest), Gharar (excessive uncertainty),
and Maysir (gambling-like speculation). A portfolio that ignores these pillars is not simply
suboptimal, it may sit in a grey area that many scholars consider impermissible. Yet the answer is
not to avoid markets altogether. Halal-compliant investing, done properly, still allows exposure to
global equities, gold, and even Singapore's CPF system in ways that are structured and screened.

This guide walks through Faizal's actual restructuring process over 14 months, the AAOIFI
screening filters he applied, the dividend purification formula he now uses every quarter, how Zakat
is calculated on his shares and CPF monies under MUIS guidance, and the gold investment rules
he follows to stay within Shariah boundaries. Every calculation shown here uses real Singapore
dollar figures so you can apply the same math to your own portfolio.

By the end, you will have a working framework, not a vague set of principles, for building a portfolio
that grows wealth without compromising on faith.

01

Why Riba, Gharar, and Maysir Matter

The three pillars of Islamic finance are not abstract theology, they are structural filters that
determine whether an investment is permissible. Riba refers to interest, any predetermined return
on lent money regardless of the borrower's actual performance. This is why conventional bonds,
fixed deposits, and interest-bearing savings accounts fall outside Shariah boundaries, and why
even equities must be screened for excessive interest-based debt on their balance sheets. Gharar
refers to excessive uncertainty or ambiguity in a contract, which is why derivatives like uncovered
options, certain futures contracts, and highly speculative instruments are generally avoided. Maysir
refers to gambling, zero-sum wealth transfer based on chance rather than productive economic
activity, which rules out casino operators, lottery companies, and speculative day-trading
structured purely as bets.

For Faizal, applying these three filters meant re-examining his entire $180,000 portfolio line by line.
He discovered that 22 percent of his holdings, roughly $39,600, were in companies with debt-to-
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market-capitalization ratios exceeding 33 percent, the common AAOIFI threshold beyond which a
company is considered too leveraged in interest-based debt to qualify as Shariah-compliant.
Another $8,000 sat in a covered-call ETF whose options overlay strategy raised Gharar concerns
among the scholars he consulted. This was not a small adjustment, it required liquidating and
restructuring nearly a quarter of his invested wealth.

What this means for you is that a Halal portfolio review is not a one-time checkbox exercise. It
requires you to look past the ticker symbol and into the balance sheet, the revenue segments, and
the contractual structure of every instrument you hold. Many Muslim professionals assume that
avoiding pork, alcohol, and gambling stocks is sufficient, but interest-based leverage is often the
more common disqualifier hiding in plain sight within otherwise reputable large-cap companies.
Key takeaway: Screen every holding against all three pillars, not just the obvious ones. Debt ratios
disqualify more stocks than sin-industry revenue does.

02

How AAOIFI Screens Global Equities

The Accounting and Auditing Organization for Islamic Financial Institutions, based in Bahrain,
publishes the most widely referenced Shariah screening standard used by index providers and
Islamic funds globally. It applies two layers of screening: a business activity screen and a financial
ratio screen. The business activity screen excludes companies deriving meaningful revenue from
alcohol, pork, conventional banking and insurance, weapons, gambling, adult entertainment, and
interest-based financial services, with most standards setting a tolerance threshold of 5 percent of
total revenue from these impermissible sources.

The financial ratio screen is where most retail investors get tripped up. AAOIFI and similar
standards, including those used by MSCI Islamic and S&P Shariah indices, typically require that a
company's total interest-bearing debt does not exceed 33 percent of its trailing 36-month average
market capitalization. A second ratio caps cash plus interest-bearing securities at 33 percent of the
same average market cap. A third ratio caps accounts receivable plus cash at around 49 percent of
total assets, ensuring the company is not merely a cash-holding shell disconnected from real
economic activity. Faizal used the AAOIFI-based screening tool on the Zoya app and the Islamicly
platform to run his entire watchlist, discovering that even household names like a major US cruise
line and a well-known casino REIT failed on both activity and ratio grounds, while companies like a
global semiconductor manufacturer and a Singapore-listed industrial REIT passed cleanly.

What this means for you is that you do not need to build these screens manually. Tools like Zoya,
Islamicly, and the Wahed platform apply AAOIFI methodology automatically, updating quarterly as
company financials change, and Faizal now spends about 20 minutes each quarter reconfirming
his 14 core holdings still pass. The practical discipline is checking regularly, since a compliant
stock today can fall out of compliance after a debt-funded acquisition next quarter. Key takeaway:
Use an AAOIFI-based screening app rather than manual research, and re-check compliance
quarterly since financial ratios shift with each earnings cycle.
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03

The Dividend Purification Formula Explained

Even a Shariah-compliant company, screened and passed, may still generate a small percentage
of its revenue from impermissible sources such as short-term interest income on its cash reserves.
This is where dividend purification comes in. The standard formula requires an investor to calculate
the percentage of a company's revenue derived from non-compliant activities, then donate that
same percentage of the dividend received to charity, since that portion of the return is considered
tainted regardless of how small.

Here is the math using Faizal's actual holding in a large-cap technology company. He received
$640 in dividends over the year. The company's published financials, cross-referenced through
Zoya's purification calculator, showed that 2.3 percent of its revenue came from interest income on
its cash holdings. Faizal's purification obligation was therefore 640 multiplied by 0.023, equaling
$14.72, which he rounded up to $15 and donated to a registered charity separate from his Zakat
obligation. Across his 14 holdings that year, his total purification obligation came to $187, a
manageable figure once he built the habit of calculating it each time dividends were credited.

What this means for you is that purification is not optional cleansing you can skip because the
amount seems small. Scholars are clear that even a single dollar of impermissible income mixed
into your wealth needs purifying, and the habit of calculating it quarterly, alongside your dividend
statements, prevents a large uncomfortable backlog from accumulating. Set a simple spreadsheet
with columns for dividend received, impermissible revenue percentage, and purification amount,
updated every time a dividend lands in your account. Key takeaway: Purification is calculated as
dividend received multiplied by the percentage of impermissible revenue, not a flat percentage, so
check each company's specific ratio rather than applying a blanket rule.

04

Calculating Zakat on Your Share Portfolio

Zakat on shares depends on your intention and holding period, which surprises many first-time
investors. If you hold shares for trading purposes, buying and selling for capital gains, Zakat is due
on the full market value of your holdings at 2.5 percent annually, treated the same way as cash or
trade goods. If you hold shares as long-term investments for dividend income and capital
appreciation, the more commonly cited approach, endorsed by many contemporary scholars
including those referenced by MUIS, is to pay Zakat only on the company's zakatable assets,
meaning cash, receivables, and inventory, excluding fixed assets like property, plant, and
equipment.

For Faizal's long-term portfolio of $180,000, calculating this precisely for each of his 14 holdings
would have required financial statement analysis beyond what most retail investors have time for,
so he used the simplified proxy method that many scholars permit, which is to pay Zakat on 25 to
30 percent of the market value of long-term equity holdings, a proxy that estimates the average
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zakatable asset proportion across typical listed companies. Applying 30 percent to his $180,000
portfolio gives a zakatable base of $54,000, and at the standard rate of 2.5 percent, his Zakat
obligation came to $1,350 for that year. He calculates this on his Zakat anniversary date, which he
fixed as the first day of Ramadan each year, to keep the calculation consistent annually rather than
tracking each stock's individual purchase date.

What this means for you is that you need to first decide, ideally with reference to a qualified
religious authority, whether your shares are trading assets or long-term investments, since this
single classification changes your Zakat base from potentially $180,000 down to $54,000 in
Faizal's case, a difference of $3,150 in annual Zakat owed. Document your intention and stick with
it consistently rather than switching methods opportunistically year to year. Key takeaway: Long-
term investment shares are typically zakated on 25 to 30 percent of market value as a proxy for
zakatable assets, not the full portfolio value, but confirm your classification and method with a
knowledgeable source before applying it.

05
CPF and Zakat: What MUIS Actually Rules

Central Provident Fund monies present a genuinely nuanced question for Muslims in Singapore,
and MUIS, the Islamic Religious Council of Singapore, has issued specific guidance that many
professionals are unaware of. The core ruling is that Zakat is not due on CPF monies while they
remain locked within the CPF system and are not accessible for withdrawal, because Zakat
requires the wealth to be under your complete ownership and control, a condition known as milk al-
tam. Since CPF funds in your Ordinary Account, Special Account, and MediSave Account are
restricted by government policy on withdrawal age and permitted uses, they do not meet this full-
ownership threshold while locked in.

However, once CPF monies become withdrawable, typically from age 55 onward for amounts
above the Full Retirement Sum, or upon permitted full withdrawal circumstances, Zakat becomes
due on the withdrawable portion, calculated at 2.5 percent, and this obligation applies retroactively
for that Zakat year once the money is accessible, not backdated across all prior years it was
locked. Faizal, at 38, currently has approximately $142,000 across his CPF accounts, none of
which is due for Zakat today under MUIS guidance, but he now tracks this figure annually so that
when he reaches 55, he can calculate his obligation accurately on whatever portion becomes
withdrawable rather than being caught off guard by a large lump-sum Zakat liability.

What this means for you is that you should not be paying Zakat on your CPF balance today if it
remains locked, but you also should not ignore it entirely, since it becomes a real and sometimes
substantial obligation later in life. A professional with $400,000 in CPF at age 55 who withdraws the
full excess above the Retirement Sum would owe $10,000 in Zakat that year alone, a figure worth
planning cash flow around in advance rather than discovering suddenly. Key takeaway: CPF
monies are Zakat-exempt while locked under MUIS guidance, but the moment they become
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withdrawable, 2.5 percent Zakat applies, so build this into your retirement cash flow planning years
ahead of age 55.

06

Shariah Rules for Gold Investment

Gold holds a special status in Islamic commercial law because it is classified as a Ribawi item, a
category of goods, alongside silver and certain foodstuffs, that carries strict exchange rules to
prevent Riba. The core requirement is that any exchange of gold for currency must be conducted
on a spot basis, meaning immediate mutual exchange of possession, known as gabd, with no
delayed delivery and no deferred payment. This is precisely why many conventional gold trading
accounts, gold futures contracts, and margin-based gold trading platforms are considered non-
compliant, since they involve deferred settlement, leverage, or ownership that exists only on paper
rather than physical or constructive possession.

Faizal previously held a position in a gold-backed CFD account that let him trade gold price
movements without ever owning physical gold, a structure that scholars widely agree violates the
spot-exchange requirement because settlement was deferred and no actual transfer of possession
occurred. He closed this account and moved to a Shariah-compliant physical gold savings account
offered through a Singapore-based provider certified by an independent Shariah board, where
each purchase is backed by allocated physical gold stored in a vault, with ownership transferring to
him at the point of purchase confirmation, satisfying the gabd requirement even though the metal
itself remains in secure storage rather than his home. He now holds $22,000 in this structure,
representing about 12 percent of his total portfolio, aligned with the common guidance of keeping
gold and precious metals to a moderate allocation rather than a core holding.

What this means for you is that owning a gold ETF or trading gold CFDs, however convenient,
likely fails the spot-possession requirement, and if gold exposure matters to you for wealth
preservation, look specifically for providers whose structure has been reviewed and certified by a
Shariah advisory board, confirming allocated physical backing and immediate constructive
possession at the time of each transaction. Key takeaway: Gold must be bought and sold on a spot
basis with actual or constructive possession, so verify that any gold investment platform you use is
Shariah-certified for physical allocation rather than assuming a gold-labelled product is
automatically compliant.

07

Building the Restructured Portfolio Step by Step

Faizal's 14-month restructuring followed a sequence worth replicating. Month one and two involved
auditing all 22 existing holdings against AAOIFI screens using Zoya, identifying that 6 of 22
positions, representing $39,600, failed on debt ratio or business activity grounds. Months three
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through six involved gradually liquidating the non-compliant positions, spread out to manage
capital gains tax exposure and avoid selling into unfavorable price dips, and reallocating proceeds
into a mix of Shariah-compliant large-cap equities, a Singapore-listed Islamic REIT, and the
physical gold savings account.

Months seven through twelve focused on building recurring monthly contributions of $2,200 into
this newly screened portfolio, split roughly 60 percent equities, 25 percent Islamic REITs and
sukuk-linked instruments, and 15 percent gold, a diversification approach that maintained growth
exposure while respecting his risk comfort and compliance requirements. By month fourteen, his
portfolio had grown to $203,000, and critically, 100 percent of it passed AAOIFI screening, with a
documented quarterly purification and annual Zakat process built into his calendar rather than left
to memory. His total purification and Zakat combined for that transition year came to $2,187, an
amount he now budgets for the same way he budgets for insurance premiums.

What this means for you is that a full Halal restructuring realistically takes 12 to 18 months if done
thoughtfully rather than in a rushed liquidation, and the process is not a one-time event but an
operating system with quarterly screening checks, quarterly purification calculations, and an
annual Zakat date fixed on your calendar. Treat compliance as a recurring discipline similar to
rebalancing, not a project you finish once and forget. Key takeaway: Build a recurring calendar
system, quarterly for screening and purification, annually for Zakat, so compliance becomes
routine maintenance rather than an occasional scramble.

08

Common Mistakes That Undermine Compliance

The most frequent mistake among Muslim investors in Singapore is assuming that a fund labelled
'Islamic' or 'Shariah' is automatically fully compliant without checking which screening standard and
Shariah board certified it. Not all Islamic funds use the same threshold or the same rigor, and some
regional funds apply looser debt ratio caps than AAOIFI's 33 percent standard. Faizal learned this
when he discovered a Shariah-labelled unit trust he had briefly considered used a 49 percent debt
threshold under a different regional standard, nearly 50 percent more permissive than what he had
chosen to follow, meaning the same portfolio could be considered compliant under one standard
and non-compliant under another.

A second common mistake is neglecting purification entirely because the amounts feel trivial,
which compounds over time into a real spiritual and financial gap, especially for investors with
larger dividend-paying portfolios where annual purification obligations can reach several hundred
dollars. A third mistake is confusing Zakat with charitable giving generally, treating an ad-hoc
annual donation as fulfilling Zakat obligations without actually calculating the correct 2.5 percent
base, which can result in underpayment relative to the true obligation, particularly for professionals
with substantial CPF and share holdings who never sat down to compute the actual zakatable
base.
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What this means for you is that due diligence extends beyond the label on the product. Ask
specifically which Shariah standard and which certifying board apply, request the fund's screening
methodology document if one exists, and separate your Zakat calculation from your general
charitable giving so both obligations are tracked and fulfilled distinctly rather than blended into a
vague sense of having 'given enough.' Key takeaway: Verify the specific screening standard and
certifying Shariah board behind any labelled Islamic product, and keep Zakat calculations separate
and precise rather than substituting general charity for the actual 2.5 percent obligation.

Faizal's journey from an unscreened $180,000 portfolio to a fully compliant $203,000
structure took 14 months of deliberate work, not a single decision made overnight. The
core actions worth taking from this guide are straightforward even if the underlying detail
is intricate: screen every holding against AAOIFI's business activity and financial ratio
tests, calculate dividend purification each time you receive a payout rather than annually
in bulk, classify your shares correctly as trading or long-term investments before
calculating Zakat, understand that CPF monies sit outside Zakat obligations only while
locked, and confirm any gold investment satisfies the spot-possession requirement
before committing capital.

None of this requires abandoning growth or accepting lower returns for the sake of
compliance, Faizal's restructured portfolio grew by over 12 percent in its first full year
post-transition, proof that Shariah-compliant investing and competitive performance are
not mutually exclusive. If you are looking at your own portfolio, your CPF statement, or a
gold investment you are unsure about and want a second pair of eyes on the numbers, a
conversation is a reasonable next step, not a commitment to anything beyond an honest
look at where things stand today.

About Umar

Umar Yusof is a practising investor active across stocks, property, and private businesses, and runs an Al agency
alongside his personal investing work. He helps Singapore professionals and business owners structure and
protect their wealth using his S.H.I.F.T. Method, drawing on hands-on portfolio experience rather than theory
alone.

This guide is for general educational purposes only and does not constitute personalised financial advice. All figures and projections are
illustrative. Past performance is not indicative of future results. Please consult a qualified professional before making financial decisions.
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