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PLS (profit and loss sharing) ratios,
137-138, 140, 152
policyholders, 298, 311-312
premiums, 208, 295
presumption of continuity, 90-91, 343
principal-agent and partnership
(combined) model, 301, 317-318
principal-agent model, 247, 300
principles, 16-18
products
basic financial models and, 49
development, 172-173, 263-264, 320
equity participation, 19
investment firaicing, 20-21
Islamic funds, 21
market ris! nianagement, 204-205
name:s’ 149
overview, 18-19
shiasia board review, 271-272
social development, 21
sukuk (Islamic bonds), 22
takaful (Islamic insurance), 22
profit and loss sharing (PLS) contracts
deposits, 102
description, 19
distributing, 127-128
interbank borrowing, 133
investment account holders, 250, 253-254
mudaraba (partnership), 148-149
risk management, 278-279
savings accounts, 104
profit and loss sharing (PLS) ratios,
137-138, 140, 152
profit equalization reserve (PER), 255, 288
profits, 84, 190, 299, 336
prohibited industries, 18, 169-170,
193-195, 337
Prophet Muhammad (pbuh), 29-30, 34,
147, 161, 294
prudential information reporting (PIR), 126
purchase with deferred delivery contracts.
See salam (forward) contracts
PwC (PricewaterhouseCoopers), 259
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gabul (acceptance), 93, 345

gard hasan (interest-free loans)
accounts, 104, 135-136, 253
contracts, 96
conventional loans and, 105
definition, 345
financing assets, 237
regular demand, 284
relationships with customers, 115
social responsibility, 21, 81, 142

statement of changes in interest-free loan

fund, 242

takaful fund deficits, 314, 319
Qatar Islamic Bank (QIB), 158
gimar (gambling)

avoiding, 17-18

conventional insurance, 295

definition, 345

sharia prohibitions, 85, 169, 193-194
giyas (analogy), 42, 90, 345
Quran

compiling, 30-31

definition, 345

Islamic law, 42

revealed books, 34

values, 77-78

wastefulness, 80

o R o

rab al mal (investors)
definition, 345
mudaraba (partnership) contracts, 96
non-Muslim, 328
objectives, 171-173
PLS, 137, 147-150
social responsibility, 328-329
stakeholders, 249
sukuk (Islamic bonds), 214-215
takaful, 316
radicalism, 37-38, 325-326
rahn (collateral contracts), 97, 345
RAM (Rating Agency Malaysia) Rating, 213

Ramadan, 36

rate of return risk, 288-289
ratings agencies, 329

Real World Example icon, 8
regular demand, 284

regulations. See also corporate governance

capital markets, 175

central banks, 124-128

government, 233-234

Islamic financial products and, 334

operational risk, 286

sukuk, 215

tax issues and, 69-70
reinsurance, 7, 52, 312-320, 346
religion, 29-33, 39, 11
Remember icor;, 2
reports, mardaiory, 126-127
representaiion, mutual, 120
represcutation contracts. See wakala
repurciizsing bonds, 209, 210
renuiation risk, 286-287
rezcrves

corporate governance, 251, 255-256

keeping, 139

liquid assets, 235

maintaining legal requirements, 127

minimum, 70

sources of bank funds, 129-130
restricted investment accounts (RIA),

138, 254, 256
restricted investments, 238, 242
restricted mudaraba (partnership)
contracts, 148, 218-219, 344

retail banking, 112

retakaful (reinsurance), 7, 52, 318-320, 346

returns, 172, 239
reverse murabaha (cost plus) contracts,
90, 141, 153, 156-157, 346-347
rewards, 209, 210
RHB Unit Trust Management, 178
riba (interest), 15-16, 56, 82, 85, 346
riba al-fadl, 16, 346
riba al-nasibah, 16, 346
risk management
corporate governance, 257-258
credit, 280-281
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description, 277
Islamic financial institutions, 278-279,
287-290
liquidity, 283-285
market, 111, 203-205, 281-283, 344
necessity, 276
non-Muslim investors, 328
operational, 285-286
overview, 275
reputation, 286-287
takaful (Islamic insurance), 294-297
transparency, 257
risk management departments, 111
Riyad Capital Bank, 191
rulings, 272, 274

oS e

S&P (Standard & Poor’s), 178, 212-213, 329
S&P (Standard & Poor’s) 500 index, 60-61
S&P (Standard & Poor’s) Shariah Index
Series, 178, 202
SABB (Saudi British Bank) Amanah, 158
SABB (Saudi British Bank) Takaful, 308, 311
safe-deposit boxes, 106
safeguarding contracts. See wadia
safety, 97, 171
Sahih Al Muslim, 80
salah (daily prayers), 35
salam (forward) contract:
contracts of exchange, S¢
definition, 341, 346
derivative market, 183
description, 93
financing assets, 237
futures and forward contracts, 204
leases, 158
products, 20-21
purchase with deferred delivery, 161-162
trade-based financing, 142
sale contracts, 20-21
salesmanship, 82-83
SAMBA-GCC Al-Raed Fund (SGCCRAD), 179
Saturna Capital Corp., 167
Saudi Arabian Monetary Agency (SAMA), 124
Saudi Takaful and Retakaful Company, 302

savings accounts, 104, 136-137, 334-335
savings takaful (Islamic insurance) plans,
313, 346
sawm (fasting), 36
screening. See also sharia compliance
definition, 342
economic bubbles and, 336
equity funds, 59
financial, 177, 193, 195-197, 200, 341
FTSE Bursa Malaysia Hijrah Shariah
Index, 202
MSCI Global Islamic Indices, 203
process, 21
S&P Shariah indexes, 202
stocks, 193-197
Securities Comuuission of Malaysia, 175
security, 97
Shafi’i, 91
shahadch <iestimony of faith), 35
shareliorders, 249, 252, 298
shaircholders funds, 314
sharia
areas of life governed by, 40-41
business ethics, 75
definition, 346
description, 5, 11-12
framework of, 33
governance, 347
Islamic law, 38-40, 42
maqasid al-sharia, 344
overview, 36-37
purpose, 38
radicalism, 37-38
spellings, 3
values, 77
Sharia Advisory Council of Malaysia,
194-195
Sharia Advisory Council (SAC), 274
sharia audits, 258-260, 271
sharia boards
adapting to changing industry, 262-265
advertising, 84
corporate governance models, 273-274
definition, 346
membership, 267-270
oversight, 114
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sharia boards (continued)
overview, 261-262
role, 270-273
simplicity and transparency, 333
stakeholders, 250
structure, 265-266
supervising banking activities, 125-126
takaful (Islamic insurance), 299-300,
320-321
sharia compliance. See also screening
conventional bonds, 209
corporate governance, 251-252
derivatives, 183
equities, 243
industry challenges, 71-72
Islamic values, 85-86
murabaha (cost plus profit) contract,
154-155
need for, 327-328
noncompliance, 197-198
operation supervision, 321
operational, 271
operational risk, 286
reducing impact of harmful products ana
practices, 337
repurchasing sukuk, 210
risk management, 279
sukuk (Islamic bonds), 210, 216,219
takaful (Islamic insurance) companies’
investments, 299-300C
tawarruq, 156
window banks, 136
sharia scholars, 261, 263, 265-266,
269-270, 333
sharia supervisory board (SSB). See
sharia boards
sharia-compliant funds, 188-190
sharia-compliant windows, 121
Sharjah Islamic Bank, 237
Sheikhan Takaful Company, 320
Shell, 79
Shell MDS, 168, 228
SHUAA Capital of Saudi Arabia, 190
simplicity, 333-334
skilled employees, 71, 269-270
social development, 21

Social Islami Bank Ltd., 143
social needs, 12-13
social responsibility, 24, 58, 81, 166,
328-329
socially responsible investing (SRI),
166, 347
Southeast Asia, 66
Special Purpose Vehicles (SPVs),
214-217, 347
spiritual needs, 12
stakeholders, 247-250, 278-279
Standard Chartered Saadiq Malaysia, 184
State Bank of Pakistan, 274
statements of retainzd earnings or owners’
equity, 232
statements unigu=co Islamic finance,
242-243
stewardship =i earth, 79
stockhuiacars, 109, 126-127, 298
stocks; 174, 193-197
subcidiary Islamic banks, 57, 347
Suaan National Reinsurance Company, 320
~udanese Faisal Islamic Bank, 263
sukuk (Islamic bonds)
assets, 236
capital market, 182
charting growth, 228
conventional bonds versus, 208-211
credit quality ratings, 212-213
debt instruments, 132
definition, 347
description, 22
Goldman Sachs, 262
green, 227
Gulf, 61
history, 45, 168
hybrid, 227
indexes and ratings agencies, 201, 329
issuing, 60-61, 213-218
overview, 207
repurchasing at maturity, 210
rewarding investors, 210
sharia compliance, 210
trading, 211-212
types, 218-227
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sukuk al istisna (Islamic project bond),
225-226

sukuk al mudaraba (sukuk based on equity
partnership), 218-219

sukuk al murabaha (cost plus or deferred
payment sukuk), 220-221

sukuk al musharaka (joint venture sukuk),
224-225

sukuk al-ijara (lease-based sukuk), 223-224

sukuk al-salam (deferred delivery purchase
sukuk), 221-223

sukuk al-wakala, 227

sukuk bai al bithaman ajil, 227

Sultan, Sohaib, 31

sunnah (habit), 31-33, 42, 77-78, 347

Swiss Re, 320

Syarikat Takaful, 302

oJ e

Tabung Haji, 263

tabunghaji.gov, 50

Tadawul, 173, 176

takaful (Islamic insurance)
conventional insurance and, 18
definition, 347
description, 22-23
features, 299-300
future growth, 303-304
history, 52, 302-303
house owner, 342
need for, 294-295
overview, 293, 305
parties involved, 298-299
principles, 296-297
products, 305-313
providers, 62
reducing economic disparity, 332
retakaful, 318-320
role of sharia board, 320-321
social responsibility, 81
statement of changes in policyholders’

surplus, 242

structures, 300-301, 314-318
sukuk (Islamic bonds), 218

Takaful Act, 302

Takaful Malaysia Berhad, 302

Takaful T&T (Trinidad and Tobago)
Friendly Society, 302

tawarruq (reverse murabaha [cost plus])
contracts, 90, 141, 156-157, 346-347

taxes, 69-70, 239, 242

technical assistance, 123

Technical Stuff icon, 8

TH (Lembaga Tabung Haji), 50

Thomson Reuters, 68, 133-134, 156

time deposits, 104-105, 347

Ttip icon, 7

Torah, 34

trade financial instvuinents, 160-162

trade informatio., 107

trade-based finaiicing, 140-142

trading, 176171, 211-212

transacticns, 85, 114-115

transparzncy, 83, 177, 256-257, 333-334

trav<'er’s checks, 106

‘Yeveler’s takaful (Islamic insurance), 306

wrust deposit (amana) contracts, 135, 137,
238, 339

Trust Re, 320

20th-century thought, 47-54

2011 Changing Europe Summer School, 335

two-tier mudaraba (partnership) contracts,
149-150

olf o

ujra (service-fee based instruments), 142

Umra (pilgrimage) takaful (Islamic
insurance), 313

uncertainty-based transactions. See gharar

unilateral contracts, 96, 348

unilateral promises, 92-93, 348

unit trusts, 174, 180-181

unrestricted investments, 138, 238, 254

unrestricted mudaraba (partnership)
contracts, 148, 218-219

urf (common practice), 90-91, 348

U.S. Federal Reserve System (FRS), 64, 124

U.S. Sarbanes-Oxley Act of 2002, 245
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ussif.org, 329

usufruct, 97-98, 157, 208

usul al-figh (Islamic jurisprudence), 267
usury. See riba

Uthman, 31

utility functions, 106-107

oo

valid contracts, 95, 346
values, Islamic, 77-81

void contracts, 95, 339
voidable contracts, 95, 341

o/ o

wa’d (unilateral promises), 92-93, 348
wadia (safeguarding) contracts
checking, 104
current accounts, 253
definition, 348
deposits, 97, 238
regular demand, 284
relationships with customers, 115
savings accounts, 137
trust deposit, 135
wakala (representation) contracts
combination model, 317
definition, 348
description, 133, 138
fees, 315
financing assets, 237
takaful (Islamic insurance), 315
wakil (agent), 138, 227, 315, 348
waqf (endowments), 96, 317-318

wealth, 13-14, 39, 68, 326-327
weapons of mass destruction (WMDs),
194, 337
Western control, 47-48
Western indexers, 329
Western nations, 67
Westpac Bank, 68
Whole Foods, 79
window Islamic bank models
conventional banks, 121
current accounts, 136
definition, 348
description, 53
operating structure; 58
retakaful (reinsuvrance), 320
workers’ compzinz2tion takaful (Islamic
insurance), 310
working painners. See mudarib
World Mucziim League, 272
WorldCoin, 245

o/ o
Zabur, 34
zakat (charity fund)
definition, 348
description, 14-15
duties of sharia board, 273
liabilities, 238-239
pillars of Islam, 35-36
reducing economic disparity, 331

statement of changes in charitable fund,

242-243
taxes and, 242



