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FAAIF produced Islamic Finance for Lawyersin the
Hague, Netherlands with Dr. Muhammad Hanif, Associate
Professor of Finance at the FAST School of Management,
in Islamabad, Pakistan on 17-18 August 2015.

18.08.201

FAAIF welcomed H.E. Sheikh Muhammad Belal,
Ambassador of Bangladedbmbassy of Bagladesh, The
Hague, Netherlandst Islamic Finance for Lawyers, 118
August 2015, Hague, Netherlands.
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FAAIF produced Shari ah and Islamic Finance at the British Institute of Technology and E-Commerce

(BITE) in Forest Gate, London, UK on August 24-25, 2015 with Muhammad Zubair Mughal, CEO of the
Al Huda Center of Islamic Banking and Economics (Al Huda CIBE).

25:88.2015 02:55%

Ashley Freeman, Head of Islamic Finance at Charles Russell Speechlys LLP explained to the participants

how a sukuk issuance operatesin the real world. Quite fascinating and complex !
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FAAIF certifiesfirst Italian lawyersin Islamic finance at Islamic finance for Lawyers, Milan, Italy,
September 1, 2015 in Milan, Italy with Camille Paldi, CEO of FAAIF.
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Case Analysis oBank Islam Malaysia Berhards Azhar Osman & Other Cases
By: Camille Paldi

In Bank Islam Malaysia BhdAzhar Osman & Other Cas§2010] 5 CLJ 54 [2010] 1 LNS
251, the court ruled that in relationitwra or rebate for an early settlement of a financing facility,
the court may infer an implied term from evidence and from commercial business practice that the
parties to a contract intended to include the rebate in the contract (ISRA 2012:752). Tibeaerm
literally means removal and acquittal from something. In Islamic jurisprudence, the term refers to
one party dropping anotherods Iliability towar
(Zuhayli 2007: 237). Zuhayli (2007:237) states timatst jurists agree that absolution of debts is
legally recommended. Zuhayli explains that this was the stated opinionkKdfadib Al-Shirbini,
who said that the rulings for absolution were much more lax than those for guarantee because of the
charitablen at ur e of the former, as evidenced by the
nature of the contract is manifest regardless of whether or not the debtor is in a financial bind, as
the verse states, o1 f t hneetidtéesteasyforhim® repap. Batif d i f f
you remit it by way of chari@uw§ r2:280 é&uhayli2007b e s t
238).

Bai Bithaman Ajil( A B B i& an)agreement whereby a bank buys an asset or property and
sells the aid asset or property to a customer at an agreed defined price, which the customer has to
pay on a deferred basis or by periodic instalments. The sale will include a profit margin (Thani,
Abdullah, Hasan 2003:38Y.he common perception is that this isply astraightforward charging
of interestdisguised as a saléHowever, nothing in Islamic law dictates how the price for such a
sale is determined: it is simply determined by what the parties have agreed upon. Therefore, nothing
prevents the seller from linking the sale price to the period of time for which egitended
(Thani, Abdullah, Hasan 2003:39).

It wasunsuccessfullgontended on behalf of the plaintiff that iBBA contract, the bank
hada | egal right to claim for the full sale pr.i
regardlessf a premature termination. Counsel for the plaintiff argued firstly that the defendant had
agreed to the amount of sale price and was under a legal obligation to pay the full sale price. This
argument was premised on the underlying presumption thafacBBtract is a sale transaction and
not a loan transaction. Counsel for the plaintiff argued that since it is a sale agreement, the sale
price does not change. Secondly, the plaintiff argued that the court was bound by the decision of
the Court of Appédan Lim Kok Hoe which upheld and acknowledged the obligation to pay the full
sale price under the PSA.

The judge disagreed that the court was bound by the decisiomiKok Hoe The judge
explained, OoOWhil st it LinsKokHoeadthataBBA contraet difieosu r t
in a way differs from conventional banking because it is a sale transaction, it cannot, however, be

regarded as a sale transaction simpliciter. o
charge andancessionatbrari s gi ven as a matter of practice
judge stated, OFurther, it is not a simple sa
full purchase price under BBA, the bank would still be entittedtc | ai m t he amount
The judge said, OWhereas in a simple sale if

the amount paid will notpso factoaccr ue since the sale was ne
guesti oned,houwdikist ongpaymmentrokthe full sale price and thereafter as a matter of
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practice grant a rebate to the customer simply to show that it is a sale transaction may have its
purpose, but to place the customer in such a precarious position is quite sgraksij particularly

when such grant is at the bankdés absolute dis
bank it is clear that the insistence on enforcing payment of the full sale price appears to be merely
an attempt to adheretowrte t ext , but | doubt i f such appea
based her reasoning on commerci al business pi

written term of the agreement, the bank in reality does not enforce payment of seddykice
upon a premature termination. It always grants rebatgamb ased on Ounear ned

The judge further stated that granting an order for the full sale price in an order for sale
application would defeat the requirements of s. 266(1) of the NLC, which is designed to protect the
chargor, whose property is about to be sold at an auction (BBR2A: 752). The judge ruled that,
AnThe bank should not be all owed to enrich its
time taking cognizance of the customer s righ
contract is silent orhe issue of rebate or the quantum of the rebate, by implied term, commercial
business practice, and compliance with Mal ay s
rebate and such rebate shall be the amount of unearned profit as practiceshbydslab a n k s . 0

The judge pointed out in this case, AThe |
have addressed the peculiarity of the Islamic banking transaction, instead of adopting a cut and paste
approach of the ¢ onv e rsthisovould lhavebmadekhernap ofdstamic me n
finance dispute adjudication easier. Therefore, not only is it necessary to have standardized dispute
resolution contracts, but all Islamic finance contracts should be issued in a standardized format by
theIntermt i on al |l sl amic Financial Market or (AllF

Reforming Economicsin Light of the Abrahamic Principles

By : Camille Paldi

Introduction

The modern day economic system is built upon and around irberssd lending, which allows

one class of people to grow rich at the expense of the majority of the population. Interest has been
prohibited in all Abrahamic religions for essentially the sae@sons, which includes the well

being of humanity, the avoidance of segregating society into the oppressor and oppressed, and
encouraging productive trade, economic growth, and the egalitarian distribution and flow of
money throughout all segments of mbg. When the economic structure is engineered in a

manner, which allows people to make money from money in an unproductive activity, this enables
some people to exploit the majority for profit without doing any work. In thisigemoney is
essentiallycreated out of nothing and the people exist on a giant Ponzi scheme of debt, which
slowly erodes their wealth through inflation, deflation, and extortion. The people essentially
becomes slaves to the private banks who are printing money and then lendingiih interest.

These banks create money out of nothing and then manipulate the interest rates, inflation, and
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defl ation with the aim of maximizing their ow
Inflation decreases your purchasing poweievbeflations decreases the value of the currency. As

you can see, inflation combined with deflation in an economic structure built upon and around
interestbased lending and fractional reserve banking is-amosituation for the vast majority of

the ppulation of the planet. If this scheme continues, the end result will be a small percentage of
extremely wealthy people controlling an extremely poor majority in an environmentally degraded

and polluted atmosphere and planet. This structure is not fuid&in the longun, however,

contains many benefits for a select few in the immediate-sinort

Lending money is not prohibited in the Bible. What is prohibited is charging abusively high

interest. This is because higiterest loans tend to prey tme most under resourced people in

society. God strongly rebukes usury because it oppresses the poor. The Bible also teaches us to be
very cautious regarding borrowing money. This
l ender 0 ( Pr o we bolraav man2y weé are beldldingeo the ler@leand this can be

a form of slavery God wants us to avoid.

Riba(interest) was prohibited in both Judaism and Christianity long before Islam a@Qditlier a n
is just restating what the two previous Holy Bookave already mentioned. In fact, many of the
economic principles in Islam can be traced back through the Holy Books to the messages
expounded by Jesus (p.b.u.h.) and Moses (p.b.u.h.). Choudhury explains,

Al ndeed, to protect 9$selesuppdrtyodits memberseeyaryirdigoniand n
history perceived that the system of usury was opposed to the praperk i ngs of soci e
(Choudhury, 2007:59)Islamic banking can in fact be seen as a form of Abrahamic or Holy Book
Banking, encompasgimprinciples found in Judaism, Christianity, and Islam. This idea is further
supported by the fact that the concepRafalahin Islam is based on the teachingsaof | of God
prophets including Muhammad (s.a.w.), Jesus (p.b.u.h.), Moses (p.b.u.rAprahdm (p.b.u.h.),

the Bible, TorahQ u 6 rarad8unnah

The Abrahamic banking system should reflect t
Abraham, Moses, Jesus, David, and Muh@momtas (s
messages were delivered to earth at different times in history thvanglis messengers, the first

being through Moses in the 152805 BC, the second through Jesus who lived approximately

between 4 BG 30 AD, and between 57832 AD through Muhammad (s.a.w.). The deliverance

of these messages through different messemrqgelifferent times of history was not meant to

divide the believing people, however, believers should be unified through the stories of the Book,
which correspond and correlate with each other in termegaxits, characters, and messages and is

in fact acontinuation of the same story through different periods of time and history.

Abrahamic principles center around the belief in God as well the prohibition of interest and usury.
Christianity varies the principle of monotheism by advocating that Jethessen of God and the
Holy Trinity. Christianity and Islam are in fact two separate streams of light from the same source.

http://www.faaif.com 6
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This was recognized by the King of Abyssinia or Ethiopia during the first Hijrah when 83 of the
first followers of Prophet Muhammdg.b.u.h.), the Sahabah, sought refuge from persecution of
the Quraysh in Mecca in Abyssnia. The King of Abyssnia proclaimed that Christianity and Islam
were in fact two streams of light from the same origin and thus granted refuge to the Muslims for
15 years, from BH (615CE) to AH 7 (628/629) taking into the account the similarity between
Christian and Islamibeliefs and values. The King of Abyssnia at this time, known in Arabic as
Ashama ibn Abjawas a Christian who was considered wkelbwn for being a just and Ged

fearing man and spiual leader. Christians and Muslims do indeed worship the same God through
different avenues, thougbtocesses, rituals, lenses, and forms of prayer and hold similar beliefs
and compassionate values. Muslims recognize Jesus as a Prophet, howevetedgknow
Muhammad (S.A.W.) as the last and final Prophet of God, the seal of all Prophets. Jews do not
recognize Muhammad (S.A.W.) as the last and final Prophet of God and also believe that Uzair,
the scribe of the Torah, was the son of God. Therefore, ardedo the people of the Holy Book,
Muslims remain the sole group, which believe in the oneness of God and monotheism and
acknowledge all three segments of the Holy Bo
reason why in fact many Christians and/deonvert to Islam and not vice versa as many discover
that Islam is in fact the last chapter of the Holy Book, completing the story.

In light of this background, what then will economics and finance look like if reformed in the light
of Abrahamic priniples? What if we molded an economic structure with Shariah, Christian, and
Jewish law, values, and principles and removed interest from the financial structures thereby
transforming the entire economy from one based on a creditor/lender relationshifeaest i

based loans to one based on partnership and profit and loss sharing utilizing gold and silver
currency issued by the government and people geared around productive trade? The Abrahamic
structure may create a stable economy based on real assptsedunttive interactions between
finance houses and people in a partnership format where profit and loss are shared between the
parties in a business venture. This structure allows the economy to grow and expand, stabilizes the
value of currency and pricesnd encourages the distribution of wealth across a broader cross
section of society.

Similar to the ideas found in Judaism, Christianity, and Islam, Western philosophers such as
Aristotle (384322 BCE), who preceded Christ, considered interest anwnahatcome because

the lender gains without performing any work. Aristotle believed that money cannot beget money
similar to Islamic belief and ideas found in all of the Holy Books. According to Aristotle, there are
three ways of seeking profit in busise$l) Through natural trade, that is, through the exchange

of essential commodities in daily transactions, such as the exchange of clothing with food; (2)
Through the exchange of essential commodities for money, such as the exchange of dollars for
food. This form of trading is practiced in modern society; and (3) Through unnatural trade where
money is treated as a commaodity that can be traded (rather than as a means of exchange). The
profit realized from such a trade is classified as interest. (AbduliChae, 2010:39) This fiscal
knowledge actually amounts to financial common sense and fiscal logic as well as a deep
philosophical insight into economic structures and monetary policy and the impact of such
structures and policies.

http://www.faaif.com 7



http://www.faaif.com/
https://en.wikipedia.org/wiki/Islamic_calendar
https://en.wikipedia.org/wiki/Common_Era
https://en.wikipedia.org/wiki/Ashama_ibn-Abjar

FranceAmerican Alliance for Islamic Finance September 15, 2015

Islam Explains Why Interest is Prohibited in the Bible and Torah

Islam takes the discourse on interest one step further than Judaism and Christianity and explains in
detail why exactly interest is prohibited throughout all of the chapters of the Holy Book. In Islam,

it is pemissible to trade money for commodity, commodity for commodity, however, not money

for money as this produceba (interest).Riba(interest) is in fact just a form

of gharar (uncertainty).The philosophical and conceptual foundations behind the prohibition

onriba (interest) can be derived through tleuraticprocess in discursive interpretation of

theQ u 6 raram8unnah as well as in the Islamic concept of Risalah, whicbsstiaat Muslims

Sshould adhere to the teachings of all of God?od
Jesus (pbuh), and Muhammad (pbuR)l | of Goddés pibamampdhheissleapyr o hi b i
stated in all of the chapters of the HolyBoolcihudi ng t he Torah, the Biltk
prohibition ofriba can therefore be considered a Holy Book concept and a common and unifying
theme amongst all of the people of the Holy Book. All Abrahamic religions and faiths ban interest

as it is beliged that producing money from money is an unproductive activity, which leads to the
exploitation of human beings by other human beings, conflict, and societal and environmental

decay. Money should be generated from productive activities, which helpsti@mecto grow

and expand. Therefore, in all modes of Islamic finance, interest is absent and risk and profit and

loss are shared between the parties to the contract.

TheS h a r allawa for transactions where both countatues are transacted at the tioi¢he
dealing or one countafalue now and one in the future, however, not both cowatleles in the
future as this creategharar (uncertainty) about the fulfillment of the contract. However, this is
allowed where the benefit outweighs the harm.

Sincein interest financing, one countealue is certain, the interest on the loan, and one counter

value is uncertain, the yield from investing the loan by the creditor, infaraste is in fact an

extreme case afharar (uncertainty) and is prohibited urrdtaeS h a r as ¢ha larm outweighs

the benefit. Saadallah says that in the cas#af(interes), t he fivari ance i n ce
two countefvalues, the interest on the one hand and the opportunity cost on the other, constitutes
theessenceafhe i njustice of | mposi ngfinanceteplicagesthe on |
result of interesbased financing and does not fulfill the requirements ofthea r. Ddsakisays

AFor a contract t dwathercaurtdr valdeneseanth hreeeelesdnts ul d b e
of iwadhthat should exist are riskgliorm), work and effortikhtiar) and liability damar). In the

majority of debitfinancing contracts, one or more of these elemenitwadhare missing. If there

is no risk, effort and liabilitythen such a contract cannot be considered to contain any element of
justiceo (2011:3).

Ridha Saadallah states that an oftéed reason forth@u 6 r bancon i nterest 1is
injustice, since increasing the amount is in return of theteme¢ ( 2009: 111) . Il sl a
recognize the time value of money as time cannot be the sole consideration for an excess amount
claimed in an exchange. Saadaallah says the excess amount must be claimed against an asset or
commodity and not time as this woulkkult in a moneynoney transaction. Taqi Usmani explains

ATi me of payment may act as an ancillary fact
cannot act as an exclusive basis for and the sole consideration of an excess claimed in exchange of
morey f or moneyo ( 2c0mntbditlahd mone@amnmadibydransagtions are

allowed, however, not moneyoney transactions as this may resultribg) interest. Interest

financing leads to a false economy, creating instability, inflation, unemplaysued cyclical

crashes. Islamic finance is asbatked, which creates a real economy with real assets and
inventories and promotes stability as well as creates an economy where speculators and bankers

http://www.faaif.com 8



http://www.faaif.com/

FranceAmerican Alliance for Islamic Finance September 15, 2015

cannot crash markets for profit through greedy aottless behavior. According to Tagi Usmani

i 1 n t-leased fdancing does not necessarily create real assets, therefore, the supply of money
through the loans advanced by the financial institutions does not normally match with the real

goods and servicesquuced in the society, because the supply is increased, and sometimes

mul tiplied without creating real assets in th
AThis gap between the supply of money oaadd pr o
(2011:10) . I n contrast, Usmani says fASince fi
al ways matched with corresponding goods and s

In an interestbased loan, the creditor receives a fixed rate of return no mawemiach profit or

loss the venture makes. If the venture makes a lot of money, the creditor receives a fixed rate of
return. It would be more just if the creditor shared in the profits rather than just receiving a low
fixed rate of return in the form ofterest. If the venture makes a loss, the creditor still receives a
fixed rate of return and the debtor bears the risk of the loss. It would be more equitable if the
creditor shared in the loss rather than receiving an abnormally high rate of returfoimrtloé
interest.Riba(interest) results in a financial system where the debtors bear the majority of the risk
and the creditor most of the reward.

According to Sh e iRbaisasarplisaf canmoddyuwithaut dounielud in
commutativeé r ansaction of property for propertyo (.
surplus of commodities. Therefore, the definitionibé includes both crediiba and invalid

sales, since postponement in either of the indemnities is a legalsswifiiout perceivable

material recompense, the delay usually due to an increase in compensation (Zuhayli, 2006:25). In
Islam, moneyi money transactions are not allowed and there is no time value of money concept.
Taqi Us mani e X pl ai mtchatgédagaingi late paymentiism enty svheeemo u

the subjeectmat t er i s money on both sideso (2011:10)
credit transaction (of money exchange of mone

There are twaypes ofriba forbidden in Islam, credit and surplisa. i Crib&isltakéen

against a delay in settlement of a due debt, regardless whether the debt be that of goods sold or a
l oano (Zuhayl i, 20 O0ibaocc@sdye to tiie ingsicn bfam ikcreas@iCr e d i t
one of the two exchanged goods without any cowdgre (Zuhayli, 2006: 28). The

impermissibility of exchanging equal amounts is due to the resulting increase in value. Zuhayli
explains that this is because neither of the contrggtarties would usually accept to postpone the
receiving of the payment save if there were some benefit by increase in the value thereby (Zuhayli,
2006: 28). Creditibar e pr esent s a vi ol ation of the -6hand
values ofa transaction are postponed to a future date (of goods of same ge@basj.delay or

creditriba prohibits sale of commodities in the future even if the courntdues are equal

(Ahmed, 2011:32).

Ubida b. alSimit (Allah be pleased with him) reportédl | ahds Messenger ( may
him) as saying: Gold is to be paid for by gold, silver by silver, wheat by wheat, barley by barley,
dates by dates, and salt by salt, like for like and equal for equal, payment being made hand to
hand. If these classedgfer, then sell as you wish if payment is made hand to hand (Muslim, book

10, number 3853) (Visser, 2009: 34).

The six goods mentioned in this hadithabawigoods . Vi ol ati on of fisame
toriba of excessriba al fadl) or surplugibaand not ful filling Ahand 1t
transaction) would constitutédba of delay ¢ i b a a ) or creditsiba §Ahrhed, 2011: 31).
Furthermore, Afgold for goldo and dAsil vsarf) f or
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during this ime (Ahmed, 2011:31). If there is exchange among the same spetiavafgoods, it

has to be done on the spot and should be of equal quantities (Ahmed, 2011:31). If the quantities
exchanged differ, even in spot transactions, then it will constitdeof excessriba al fadl) or
surplusriba (Ahmed, 2011:31). Rules oba of excess also prohibit exchange of dissimilar
guantities of a genus with different qualities (such as exchanging one unit of high quality dates
with two units of low quality datespbmed, 2011:31). According to Visser, there is a ban on
exchanging, for example, two leguality dates for one highuality date, even if it is permitted to

sell the lowquality dates for money and use the receipts for buying aqughty date (2009:

35).

Zuhayl i s aysbais theasale ofisBnilar ipetnamsath a disparity in amount in the six
canonicallyf or bi dden categories of goods; gold, sil
26) . 't i s the vi ol atnisgpitrangactioris bfehe samejgoad of & or e q

particul ar genus. Zu h abalsiorbiddemin oadermoprevertt ildeingi T hi s
used as a pretext to committing cretlia, such that a person sells gold, for example, on credit,

then pays back in silver more than the equiva
avoidriba, the commaodity has to be exchanged with some other genus and then traded with the
desired comnodity (high quality dates with wheat or silver and then wheat or silver with low

guality dates) (Ahmed, 2011: 32).

Narrated by Abu Said AKhudr i and Abu Huraira: All ahodos Ap«
governor of Khaibar. That governor brought to himexcellent kind of dates (from Khaibar). The
Prophet asked, O0Are all the dates of Khaibar
Apostle! But we bartered one Sa of this type (type of dates) for two Sas of dates of ours and two
Sasofitfortre e of ours. 6 All ahds Apostle said, o0Do
the mixed dates (of inferior quality) for mon
(Bukhari, vol. 3, book 34, no. 405; see also Muslim, book 10, number 3872(\269:34).

The legal cause for the impermissibility of exchanging different amounts of edibles is, according
to the Hanafi and Hanbali Schools, volume and weight; according to Imam Malik, its qualities
being nutritious and storable; and for Imam Shh#&, mere fact that it is edible (Zuhayli, 2006:

39).

An economy which grows debt from debt cannot grow, but can only retract, causing the value of
money to decrease, forcing people out of businesses, increasing the number of homeless, and
forcing more ad more people to struggle with their daily existence as the people become

entrapped in a debt bubble, which eventually surrounds them and encapsulates their entire lives.
Islamic finance is based on real assets and a real and productive economy. Aditsaceds

now booming around the world, we are presente
people to join together in an effort to bring about divine finance in the light of Abrahamic

principles in order to create a productive, just, and edeigfstem for all.

Prohibition of |l nterest in the Bible and Qubr

Clear injunctions can be found throughout the Bible as well against interest and usury or lending

at exorbitant interest rateSxodus 22:25st at es Al f you | end tmgoney t o
who is poor, you shall not be like a moneylender to him, and you shall not exact interest from him.
Leviticus 25:35says 'If any of your fellow Israelites become poor and are ubailgpport
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themselves among you, help them as you would a foreigner and stranger, so they can continue to

l i ve amolLeviicuy258&d 6a4ds fADo not take themtbwfeaest or
your God, so that they Deuteronomyib:s hatteds o Ml fveam
poor among your fellow Israelites in any of the towns of the land the LORDGwod is giving

you, do not be har dhe arDeuwebnomy 23:18i egahct sf i is oe dn ato w

a fellow Israelite interest, whether on money or food or anything elsethrmay ear n i nter
Deuteronomy23:26 ays fAYou may charge a foreigner inte
the LORD your God may bless you in everything you put your hamdttee land you are entering

to poPsmmisstoates AWho | ends money to the poor
accept a bribe against the innocent. Whoever does these things will ndvee  sPioaekbe n . 0
288says fiWhoever increases wealth by taking in

another, who wilJerehighlkl8n dttse Hfiheé agpoomyo mot her
birth, a man with whom the whole land strives and contends! | have neither lent nor borrowed, yet

everyone [Ezekielsleé®d ame. dHe does not | end to them
t hem. He withholds his hand from doiEzekiel wr ong
18:13st ates AHe | ends at i nterest and takes a p
has done all these detestable things, he is t

In Kings 4:1,7,the wife of a man from the company oéth pr ophet s cried out t
servant my husband is dead, and you know that he revered the Lord. But now his creditor is

coming to take my Blwos hbao yrse palsi ehdi st os | haevre,s .fioH o w
what do you have in your house? A Your servant has nothing ther

small jar Ebf sbbhigaidil i6Go around and ask all

ask for just a few. Zhen go inside and shut the door behind you and your sons. Pour aill into

the jars, and as each is filled, put it to on
sons. They brought the jars to her and she kept pourMineh all the jars were full, she said to

her son, fABring me afmoheiree iomn en ot Bait] are Irefptl.i
fl owing. She went and told the man of God, an
and your sons can |ive on what is left. o The

for one anther and help others to relieve others of their debts and escape slavery. This is a similar
theme in the Qudéran, which states (2:280) AAN
grant him respite till a time of ease. And that you remit it asighshall be better for you, if you

only knew. o0 The Quéran tells wus that if someo
financial situation, make it easy for him or her and if possible, relieve the entire debt completely as
an act of charityln a famous hadith, it was related on the authority of Abu Huraiaalyallahu

‘anhy that the Prophesallallahu ‘alayhi wasallamsaid: "Whosoever relieves from a believer

some grief pertaining to this world, Allah will relieve from him some griefgdeing to the

Hereafter. Whosoever alleviates the difficulties of a needy person who cannot pay his debt, Allah

will alleviate his difficulties in both this world and the Hereafter. Whosoever conceals the faults of

a Muslim, Allah will conceal his fault® this world and the Hereafter. Allah will aid a servant (of

His) so long as the servant aids his brother. Whosoever follows a path to seek knowledge therein,
Allah will make easy for him a path to Paradise. No people gather together in one of theohouses
Allah, reciting the Book of Allah and studying it among themselves, except that tranquility

descends upon them, mercy covers them, the angels surround them, and Allah makes mention of
them amongst those who are in His presence. Whosoever is slowethglbvgrdeeds will not be

hastened forward by his lineage." Therefore, Islam directs us to alleviate the difficulty of a needy
person who cannot pay his debt similar to the Bibl€ings 4:1,7. Islam says that by doing so,

Allah will alleviate his or heridficulties both in this world and in the Hereafter.
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Parables in the Bible reveal the prohibition on and evils of usury and illustrate how this leads to
slavery of the masses by the aristocrats of the same nationality in the same land. In the next story,
the Bible shows how families were forced to mortgage land and homes to get grain in order to
survive during periods of famine and borrow money with higérest loans in order to pay taxes

on the land. Although they were land owners, under this systemuallg, they lost their land

through the trick of interest and nothing in fact belonged to them anymore and they had by default
turned themselves and their next generation into slaves of the moneylendigisemiah 5:2

5,7,10,112 Some were saying, "We and our sons and daughters are numerous; in order for us to
eat and stay alive, we must get graBiOthers were saying, "We are mortgaging our fields, our
vineyards and our homes to getigrduring the famine.4 Still others were saying, "We have had

to borrow money to pay the king's tax on our fields and vineyaréikhough we are of the same

flesh and blood as our countrymen and though our sons are as good as theirs, yet we have to
subject our sons and daughters to slavery. Some of our daughters have already been enslaved, but
we are powerless, because our fields and our vineyards belong to dthgrsridered them in my

mind and then accused the nobles and officials. | told themy a¥® exacting usury from your

own countrymen!” So | called together a large meeting to deal with t@hand my brothers

and my men are also lending the people money and grain. But let the exacting of usury stop!

Give back to them immediately thdields, vineyards, olive groves and houses, and also the usury
you are charging thenthe hundredth part of the money, grain, new wine and oil."

In Ezekiel 18:8,17)ending with interest and profiting therefrom is clearly described as contrary to
Godds | aws and an act of evil defiance to th
the person who does not c¢har geishiniis Kingdosmt t o t
Ezekiel 18:8,17st at es, OHe does nootake & mofitdronttrem.tHe em at i
withholds his hand from doing wrong and judges fairly between two partiés féllows my

decreesnd faithfully keeps my laws. That man iglhrieous; he will surely live, declares the
SovereignLord. 16 Suppose he has a violent son, who sh
thingsfg 11 (thoughthe fathen as done none of them): iHe eats
def il es hi s nHe opgrasbes thedpsor and rfieedy. Helcemmits robbery. He does not
return what he took in pledge. He looks to the idols. He does detestable thikigslel@ls at

interest and takes a profit. Will such a man live? He will not! Because he has done all these
detestable things, he is to be put to death; his blood will be on hisown héa® 4 s uppos e
son has a son who sees all the sins his father commits, aghthe sees them, he does not do

such things:1%i He does not eat at the mountain shrine
defil e his nheidgehnniooppiess anyoneé @ requide a pledge for a loan. He does

not commit robbery but ges his food to the hungry and provides clothing for the nakedel7

withholds his hand from mistreating the poor and takes no interest or profit from them. He keeps

my | aws and follows my decrees. He wi || not d

e
h

Surah alBagarah (2:275)0f t he Qubéran al so prohibits inter
consume interest cannot stand [on the Day of Resurrection] except as one stands who is being
beaten by Satan into insanity. That is because they say, "Trade is [just] like interest.'aBut All

has permitted trade and has forbidden interest. So whoever has received an admonition from his
Lord and desists may have what is past, and his affair rests with Allah. But whoever returns to
[dealing in interest or usury]those are the companions bétFire; they will abide eternally
therein. o The Qudéran uses strong |l anguage to
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on those who touch the dust of interest due to the fact that the moneylenders are in fact waging a
war on humanity througbharging interest on loans. The moneylenders are exploiting the masses
for profit and stealing their wealth with the aim of first turning the masses into slaves and then
eventually homeless beggars through the tool of oppression called interest.

The Abrahamic Economy

Through using a system of knowledge based @mwaid OneGod epistemology we can deduce a

set of moral teachings, which should guide us in the creation of a distinct Abrahamic economy.
Choudhury expl ains t hat ,vedifromthe epistemdogyiamd@ntologyr | d v
of Divine Unityé We thus have the epistemol og
knowl edge emanati ng f rAccordirigitowiofessor Memmet Asdtay,(th2 0 0 1 :
basic principles of this Abrah@c economy based on tkewvhidOneGod World view and

Risalahor t he teachings of all of Goddbawththege het s
objective of providing a stable and socially efficient economic environment and prohibition of

fixed return on nominal transactions with the aim of creating productive economic activity or
assetbased financing as opposed to the dested system. In this Abrahamic economy, Asutay

explains that money does not have any inherent value in itself ancotiedtefannot be created
through the credit system. Asutay asserts tha
hence O6risk sharingdéd is the essenti al axis ar
places. Asutay says that this prevahtscapital owner from shifting the entire risk onto the

borrower and hence it aims at establishing justice between work, effort, and return and between
work, effort, and capital. Asutay reveals that an important consequence of the PLS concept is the
paricipatory nature of economic and business activity, as Islamic banking and finance

instruments, capital, and labor merges to establish partnerships through their individual
contributions. Asutay concludes that essentializing productive economic and basitieisy,

uncertainty, speculation and gambling is also prohibited with the same rationale of emphasizing
assetbased productive economic activity over a eledded system where money is made from
unproductive activity (Asutay, 2012:20).

Conclusion

It may be surprising to learn that the US Constitution says that each state shall issue currency in
gold and silver and that Thomas Jefferson, one of the founding fathers of the United States of
America, extensively st ucdectaddthe princples@iusttcean and v
equality, and economics found within the Holy Book. President Kennedy respected the US
Constitution and in his role as President of the United States attempted to restore the power to

issue currency from the Federal Resdovthe US government in the form of silver certificates,

however, Executive Order 11110 was never implemented due to his untimely death.

"If the American people ever allow private banks to control the issue of their currency, first by
inflation, thenby deflation, the banks and corporations that will grow up around them will deprive
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the people of all property until their children wake up homeless on the continent their Fathers
conquered...I believe that banking institutions are more dangerous tbeties than standing

armies... The issuing power should be taken from the banks and restored to the people, to whom it
properly belongs.“Thomas Jefferson.
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I slamic Financein the GCC

By: Camille Paldi

The current state of and recommendations for Islamic Financen the region

Currently, there are approximately 500 Islamic banks operating in 75 countries around the world
(Asutay, 2011: 41)Although Islamic finance began with projects suciM@sGamyrin Egypt in

1963 andlabung Hajjin Malaysia in 1967, the first Islamic bank, the Dubai Islamic Bank, which
is one of the biggest in the world, was incorporated in 1975 in the Badn after, Kuwait

Finance House was established in 1977. In 2011, it had 54 branches and was rankéteone of
best Islamic banks globall$gaudiAl RajhiBank is currently the largest Islamic bank in

existence.

The aim of this article is to briefly reveal the current state of Islamic finance in the GCC, explore
the region as a platform for Islamic financeg amake recommendations for the future success of
the GCC states as a centre for Islamic finahrceerms of asset base, the share of the GCC Islamic
banks constitutes 70% of the global total (Asutay, 2011:1gl&nic banking assets in the GCC
reached $45 billion at the end of 2012, up from $390 billion in 2011. This represents a 14% year
on-year growth (Business Albawaba, 2013:1).

AThus what started as a smal/l rur al banking e
reached a level where mamegainternational banks are offering Islamic banking
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pr od uAsutay, 2011: 41 taken from Igbal and Molyneag. cit., 1.)in 2008, Saudi Arabia
had 127s h a r doropéaht funds, Kuwait 45, Bahrain 29, UAE 27 and Qatar 2 (Wilson,
2009:15). In terms @ sukuk Bahrain has been the most active in the GO®. UAE is the leader
in terms of the value cfukukissuance and Saudi Arabia is the GCC market with the most
potential (Wilson, 2009: 22).

Although a small market, the major banks in Qatar have esdtadlIslamic affiliates, such as the
Qatar National Bank, which has an Al Islami subsidiary; the Commercial Bank of Qatar, with its
Al Safa Islamic banking subsidiary; and Doha Bank, which has the subsidiary Doha Bank Islamic
(Wilson, 2009: 28)The Qataislamic bank branched overseas and owns European Finance House
and the Asian Finance Bank and has subsidiaries in Lebanon, Bahrain, Yemen, and Kazakhstan
(Wilson, 2009: 28).

Bahrain has functioned as a major regional centre since 1976, hostinglia the Association of
Accountants of the Islamic Finance I ndustry (
Banking and Finance (ABIBFO0O), the | ntBatnati on
alBursaof t he Bahr ai n Fi ndnrcantraatto othex @dCatatgseBal{rainBas X 0 )
kept its market open to foreign banks, while for example, Saudi Arabia and Kuwait licenced only
majority-locally-owned institutionsAs a result, Bahrain has the most Islamic banks in the GCC,

with 24 Islamic baks and 1Irakafulcompanies (Wilson, 2009:28pman has two fulfledged

Islamic banks, Bank Nizwa and Al 1zz International Bank, and a plethora of conventional banks

with Islamic windows, including Bank Sohar, Bank Dhofar, Bank Muscat, Ahli Bank andrdati

Bank of Oman (NBO). According to the rules in Oman, a single branch cannot operate both an
Islamic window and conventional banking services, while the windows must disclose the sources
and the uses of their funds (Global Islamic Finance Magazine; D013

Currently, the UAE is taking measures to promote itself as the hub of Islamic finance, such as
establishing the Dubai Glob&ukukCenter and the Dubai Center for Islamic Banking. However,
the UAE and GCC are not equipped with sufficient regulatodydaspute resolution framework

to sustain themselves as a global centre of Islamic finattt@ugh the UAE has a law allowing
Islamic banks to exist)AE Federal Law No. 6 of 1985 Regarding Islamic Banks, Financial
Institutions, and Investment Compani¢surrently does not have an Islamic banking law. One
was proposed in 1985, but never gazettenthermore, the UAE and DIFC lack a centralised

s h a r boarch h

All GCC states have passed some sort of legislation related to Islamic banking. Howedier, Sau
Arabia has been the least active, with no mention of Islamic banking in its banking legislation or
even in theCapital Markets Lavof 2003 (Wilson, 2009:7)According to Wilson (2009:7),

SAMA and Capital Markets Authority have not issued a single deatipertaining to Islamic
finance.

Wilson (2009:25) purports that there is little regulatory convergence in the E£6 state has

developed its own regulatory system for banks and financial institutions. In the UAE and Qatar,

the financial centres hatkeir own laws and regulationBhere does not exist an avenue to apply
shariimathhe Dubai I nternati onal Financi al Cent
(AQFCo0). The | ocal c s hatteraitds, hovweeer, B Egitthmsy appl
relegated to family and inheritance matté$hough several arbitration centres exist in the UAE

and GCC, none are effective for Islamic finanke with the entire international Islamic financial
industry, the Islamic finance industry in tb&E and the GCC lack sufficient regulation,
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standardisation, harmonisation, financial reporting and an adequate dispute resolution mechanism
to regulate the industry and ensure its survival as a viable financial platform into the future.

Inconsistency inte financial reporting of Islamic banks across the GCC is also resulting in
uncertainty for the investor and weakening the GCC position in the industry. For example, Kuwait
Finance House (AKFHO) , except KFH B &drvicesi n, do
Board (Al FSBo) and AAOI FIAsstesulh R firdrscial Sstatemerntsa p i t
(except KFH Bahrain) may not truly reflect KF
able to truly assess whether capital structure dessicmmade to maximise shareholder equity.

Currently, even though all six GCC states host Islamic financial institutions, Bahrain is the only
GCC nation which hosts a centralised natiendél a r boarda(@PI Financial,

2013:1). Shockingly, even the DIF@nd QFC, which serve as platforms for Islamic financial
business, are not equipped with a cerdral a r Hodrda h

Furthermore, on a regional basis, there are conflicting decrees regarding interpretation of the
s h a r. Thérafdre, each GCC state possessestionas h a r Bodrchas does Bahrain, which
extends jurisdiction over its financial free zones. However, one centrah r Bodrdashould be
created for the GCC, along with the GCC monetary union and uniform currency.

Each GCC state is competingtliveach other for prominence in Islamic finance with each state
issuing different laws, regulations and interpretations ofthea r. Althcadh, seemingly strong

in Islamic finance in terms of numbers, the GCC lacks regulation, standardisation, hatimonis

an effective dispute resolution mechanism, coordination between member states, and a centralized
S h a r Boardh h

| recommend that the UAE implement my plan for the Dubai World Islamic Finance Arbitration
Center (DWIFAC) and Jurisprudence Office (IRXCJO) as an initial attempt to put in place a
dispute resolution framework for the UAE and GQ@t€addition, | recommend that the GCC

states adopt the AAOIFI standards in its financial reporting. Finally, | advise that the GCC emerge
as a unified bloc ithe Islamic finance industry.

- See more at: http://www.internationalfinancemagazine.com/article/Ddpereeby-
differencesin-Islamicfinancepractices.html#sthash.dpM4mukO.dpuf
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