Index

Abu Bakr 3, 50

Accounting and Auditing Organization
for Islamic Financial Institutions
(AAOIFI) 12, 62, 64, 66, 78, 95-6

Adams, Charles J. 4, 15

Aggarwal, Rajesh K. 93, 139

Ahli United Bank 107, 109, 110

Ahmad, Aziz 4

Ahmad, Imad-ad-Dean 18, 32, 49

Ahmad, Kurshid 4

Ahmad, Mahmud 2, 48, 52

Ahmed, Shoayb 16

Ainley, Michael 110, 129, 131, 142

Akhtar Aziz, Tan Sri Dato’ Sri Dr. Zeti
116

Al-Ameen Al-Dhareer, Siddiq
Mohammad 45

al-Ghazali, Abu Hamid 12, 42

Ali, son-in-law and cousin of
Muhammad 3

Al-Mukhtar Al-Salami, Muhammed 15

al-Najjar, Ahmad 94

Al-Rifai, Tariq 94

al-Sadr, Muhammed Baqir 2

Al-Suwailem, Sami 61, 70, 71-2, 80,
105, 106

Al-Tayseer card 67

Al-Zarqa, Mustafa 103, 119

Algaoud, L.M. 44, 46, 91, 94, 124

Ali, Salman Syed 64, 114

Allende, S. 121

Ang, James B. 136

Anielski, M. 41

arbun/urbun 71, 72, 80

Ariff, Mohamed 94

Aristotle 40, 41

Asian Development Bank 96

Bahrain
AAOIFI standards 96
banking system 83, 95

credit cards 66
financial sector supervision 132
public finance 123
bai inah/bai al-einah 67, 69, 80, 126,
128,139
bai’al-dayn 127-8
bai’salam 47, 54, 60—62
and contract law 75, 76
derivatives 72-3, 74
foreign-exchange markets 72-3
Bakri Muhammad, Omar 103, 119
Bangladesh 30, 76
Bank for International Settlements 96
Bank Indonesia 125, 126-7
Bank Islam Malaysia 66-7, 69, 116
Bank Negara Malaysia 125-6, 127-8
Bank of Credit and Commerce
International (BCCI) 96, 136
Barenberg, Andrew 6
Belgium, Islamic financial products 143
Benthall, Jonathan 27, 29, 30
Best, A. 6
Beutels, R. 42, 45
Bible, on interest 39, 148-50
Billah, Mohd Ma’sum 103-4, 105, 106
Bjelanovic, Jelena 104
Bokhari, F. 62, 77
Botje, Harm 33
Bouissaghouane, M. 78
Boxberger, Linda 80
Brooke-Rose, C. 9
Brown, Gordon 64, 108
Brown, Kym 99
business finance 54, 56

Canada, housing finance 111

Central Bank Musharak Certificates
(CMCs) 125, 128

central banks 124-6, 128

certificates see sukuk

Chandavarkar, A. 124

177



178 Islamic finance

Chapra, M. Umer 25, 26, 32, 54, 56,
58, 60, 68, 72,77, 135, 137, 145,
146
Chiu, Shirley 129
Choudhury, Masudal Alam 25, 26, 31,
37,49, 145, 146
Christopoulos, D.K. 136
Cihék, Martin 89, 131
consumer credit 139
contract law 13, 53, 75-9, 100
agreement among parties 76
complexity in contracts 75
guarantees 77-8
legal status of promises 75-6
obligations of ownership 76
penalty clauses 767
uncertainty 75
conventional banks 145
interest 32, 36, 87-8
Islamic transactions 7, 9, 77, 83,
95
Coutsoukis, P. 6
Cragg, Kenneth 11, 12
credit cards 54, 66-7, 69
Currie, Laughlin 145

Dar, Humayon A. 91, 118, 142, 145
darura 11, 13-14, 69, 103
de Jong, R. 143
debt deflation 137, 146
debt, trading in 68-9
Demir, Omer 136
derivatives 70-75
bai’salam 72-3
futures 73-4
options 70-71
urbun/arbun 71, 72
Deutsche Bank 46, 57, 76, 95
Devi, Sharmila 97
Dow Jones Islamic Market Index (DJI)
116-17
Dow Jones’s Sharia Supervisory Board
114
Drummond, J. 33
Dubai Islamic Bank 52, 94, 98, 101

Ebrahim, M. Shahid 74, 137
Eck, Johannes 43

Egypt 6, 32-3, 94, 95

El Diwany, Tarek 109, 110, 145

El-Gamal, Mahmoud A. 12, 21, 33, 36,
37, 38,41, 45, 46,47, 48, 53, 59, 66,
70, 82, 102, 103, 105, 123, 145, 146

El-Hawary, Dahlia 93

El Qorchi, Mohammed 126, 130, 132

Elhiraika, Adam B. 58, 61, 91

Emmanuel, A. 34

Engen, D. 40

Engineer, Asghar Ali 15

England, Andrew 70, 142

English law, use in financial contracts
78-9

Errico, L. 83, 96, 127

Esposito, John L. 11, 12, 13, 16, 17

EURIBOR 66, 107, 122

export finance 61

Faisal Islamic Bank 6, 91, 94
Farahbaksh, M. 83, 127
Fatwa Bank 103, 105
financial crises 91-2, 135-6
financial instruments 524
disputed instruments 67-8
bai inah 69
derivatives 70-75
tawarruq 69-70
halal instruments 53-4
bai’salam 60-62
jjara/ijara wa iqtina 59-60
Islamic credit cards 667
istisna 62-3
mudaraba 53, 54-5
murabaha 54, 57-9
musharaka 55-7
profit-and-loss sharing (PLS) 53-7
quard hasan 62
sukuk 63-6
standardization of 96-7
see also under individual headings
financial sector, supervision of 128-32
credit risk 131
deposit guarantees 128-9
financing risk 131
investment deposits 131
market risk 131
operational risk 131-2
PLS lending 130
sharia boards 130
speculation prevention 129-30
zakat payments 130



Index 179

Financial Services Authority (FSA) Haque, Ziaul 32, 34, 48, 55
129, 130-31, 142 Hassan, Hussein 46, 47, 78, 101
Fisher, Irving 145, 146 Hassan, M. Kabir 115, 117
Fisher, Oman Clark 102, 104 Hayat, Raphie 117
five pillars of Islam 14, 27 hedge funds 117-18
foreign-exchange market 72-3 hedging 71-3, 140
forward transactions 61, 72-3, 75 Henning, J.J. 43
futures 73-4, 75 Hesse, Heiko 89, 131
Fyzee, Asaf A.A. 14, 17 Hoebink, Michel 6
home finance 56, 10613, 118, 142, 143
Gafoor, A.L.M. Abdul 2, 36, 56 costs 112-13
Gainor, T. 116 ijjara wa iqtina 109-10
Gait, A. 144 istisna 112
Gardet, Louis 12, 17 murabaha 107-9
Gassner, Michael Saleh 62, 71, 118 musharaka mutanaqisah 111-12
Gelderblom, A. 117 tax deductability 112-13
George, Edward 108, 110 Horne, J. 64
Gesell, Silvio 31 Hosseini, H. 42
gharar 45, 61, 62, 68, 72, 75 HSBC 77, 83, 95, 117, 123
and insurance 103
prohibition of 45-8 ijjara 54, 59-60
Ghazanfar, S.M. 31 and contract law 76
Gibbon, Bill 62, 71 guarantees 78
Girard, Eric 115, 117 investment funds 115
gold dinar 49, 51 moral hazard 90
Goldziher, Ignaz 10 public finance 122
Goodhart, C.A.E. 84 sukuk 64-5, 66
Gordon, Barry 41 use of in practice 93
Grais, Wafik 85, 126, 129, 136 ijjara wa igtina 54, 59-60, 79, 80
Guiding Principles on Corporate home finance 109-10
Governance (IFSB) 82 public finance 122
Gulf States 69, 142 jma 11, 13, 15, 16, 17, 234
ijjtihad 11, 12, 13, 18, 28
Haase, Michael 14 law schools’ views 15, 16, 17
Hadith 11, 15, 16, 18, 28, 35, 37 Salafi reformism view 19
Hakim, S. 116, 117, 125 Iley, K. 9, 116
Haladjian, Mardig 97 Indonesia 24
Hamoud, Sami 52 accounting standards 96
Hanafi law school 15, 21, 22, 35 bank interest 33, 51
futures 74 Bank Muamalat 89, 98
home finance 106 banking system 95
istisna contract 63 central bank 125, 126-7
sukuk 66 futures markets 74
urbun/arbun 71 lender of last resort 1267
zakat 29 monetary policy instruments 125
Hanbali law school 16, 21, 46 zakat 30
futures 74 inflation compensation 35, 36
sukuk 66 insurance 76, 102-6, 118, 13940
urbun/arbun 71 conventional insurance 1024

zakat 29 takaful 104-6



180 Islamic finance

interbank money market 125-6, 127-8
interest 367, 67
in the Bible 39, 148-50
conventional banks 32, 36
in Medieval Christianity 39-45
see also riba
interest rates as benchmarks 57
International Islamic Financial Market
(ITFM) 74-5, 96-7, 132
International Monetary Fund (IMF) 7,
78, 96
investment 9, 113-18, 136
funds’ performance 116-17
hedge funds 117-18

liabilities
borrowings 84
current accounts 83
investment/ PLS accounts 82
PLS problems 84
quard hasan accounts 84
savings accounts 83
transaction accounts 83
monitoring 86, 87-9, 90
moral-hazard problems 87, 89-91
sharia boards 97-8
standard-setting organizations
95-7
working capital, provision of 98-9

ijjara funds 115

Islamic investments, conditions for
113-16

mutual funds 116, 117

pension funds 117

Islamic bonds see sukuk

Islamic Development Bank (IDB) 52,
78,93, 96

Islamic economy 1-2, 4-6, 25-7

Islamic finance 1446

real estate 115
shares 115-16
stock investment 114-15
investment accounts 82
Igbal, Muhammad 24
Igbal, Zamir 89, 93, 127
Iran
bai’salam 74
banking system 83, 95, 101
central bank 124, 127
financing, types 93
lender-of-last resort facility 127
moral hazard 89, 90
public finance 122, 123-4
riba 1234
Islahi, A. Azim 31
Islamic Accepted Bills 127-8
Islamic Bank of Britain (IBB) 129
Islamic banks 6

and conventional finance
comparison
claimed benefits
financial crises, protection
against 135-6
insolvency, less danger of 135
participation, increase in 136
speculation reduction 1367
negative effects 137-41
consumer credit, limited supply
139
cost 138-9
depositors’ risk 138
diversification, less scope for
140
insurance 139-40
principal-agent problems 139
SMEs, inadequate financing
139

assets 84-92
agency problems 85-7
capital adequacy standards 84-5
liquidity management 92
monitoring 87-9
moral hazard 89-91
PLS, potential benefits 91-2
risk management 92
banking practice 92-3
development of 93-5
efficiency of 99
funds, uses of 93

Islamic financial products, demand for
141-4
Islamic Financial Services Board
(IFSB) 78, 82, 96, 132
Islamic Figh Academy 51
inflation 36
insurance 104
investment in shares 114
sukuk 63
tawarruq 70
zakat 28
Islamic funds 116-17, 118



Islamic indexes 116-17
Islamic International Rating Agency
(ITIRA) 97
Islamic law
primary sources 10-11
principles 11, 13-14
secondary sources 11-14
Islamic Mint 49, 51
Islamic World Trade Organization 49
Ismail, Sufyam Gulam 105
Israél, FA. 113
istihsan 11, 13, 15, 28
istislah 11, 13, 16
istisna 47-8, 54, 62-3, 75, 76
home finance 112
sukuk 65, 66

Jamaat-e-Islami 3, 4, 9

Jafari law school 17

JAK Banken 41, 52

Jang, Ji-Hyang 20, 136

Java, monitoring mudaraba contracts
87

Jinnah, Muhammad Ali 3

Jobst, Andreas 21, 63

Jones, Norman 43, 44

Jordan 30, 95, 96, 129

Jum’a, Ali 21

Kahf, Monzer 52, 94

Kamali, Muhammad Hashim 74

Karim, Adiwarman A. 89, 98

Kazakhstan, futures market 74

Keen, S. 137

Kerkhoven, G.J. 91

Kerridge, Eric 43, 44

Keynes, John Maynard 30-31

Khalaf, Rouala 96, 142

Khalil, Abdel-Fattah A.A. 90

Khan, A. 66, 94

Khan, M. Fahim 61, 63, 74, 122, 123

Kia, Amir 83, 124

Kinninmont, Jane 98

Knight, Frank H. 46, 103

Korea, speculation prevention 130

KPMG 130, 142

Kranenborg, R.P. 109, 112

Kuran, Timur 1, 3, 6, 7-8, 28, 30, 32,
38, 77,93, 94, 140, 141

Kuwait 30, 125

Index 181

law in non-Muslim majority 20-23
law schools 15-17
Layish, Aharon 12
lease
financial 60, 79-80
operating 60, 79
leasing see ijara
lender of last resort 126-7
Levine, Ross E. 136
Lewis, M.K. 44, 46, 91, 94, 124
liberal reformism 19-20
LIBOR 57, 66, 83, 107, 109, 122
Lisbon, Gideon 13, 15, 16
Lloyds TSB 83, 95
Lubis, Nur Ahmad Fadhil 22, 30, 33

Mabhathir b. Mohamad 9
Malaysia
accounting standards 96
banking practice 93, 95
central bank 125-6, 127-8
deposit guarantees 129
derivatives 70-71, 74
financial sector supervision 132
Government Investment Issues (GII)
123, 126, 127
interbank money market 127-8
Islamic financial products, demand
for 142
monetary policy instruments 125-6
moral-hazard risk 77
murabaha sukuk 65
national sharia board 97
speculation prevention 130
sukuk 63-4, 66, 84
Tabung Hajii 94
takaful 104
zakat 30
Maliki law school 15-16, 21
futures 734
musharaka 56
salam contracts 61
sukuk 66
zakat 29
mark-up financing see murabaha
Marston, D. 96
Masud, Muhammad Khalid 15
Maududi, S. Abul A’la 1-4, 5, 12, 19,
20, 27, 29, 36, 37, 102, 104, 121
Maurer, Bill 8, 110



182

maysir 45, 61, 71
in the Quran 148
prohibition of 45-6, 48
Mazari, Shireen M. 3
McBride, Sarah 114
Medieval Christianity, views on interest
39-45
Megalli, M. 9, 116
Meherally, Akbarally 32
Mills, Paul S. 88
Minaret of Freedom Institute 18, 48-9
Minsky, H.P. 146
Mirakhor, A. 122, 127
monetary authorities 121, 128-32
monetary policy
instruments 124-6
interbank money market 127-8
lender of last resort 126-7
moral-hazard problems
and penalty clauses 77, 78
profit-and-loss sharing (PLS) 55, 84,
87-9, 90, 135
Morocco 30, 95
Motzki, Harald 10
mudaraba 53, 54-5, 85, 87, 90, 93, 122
guarantees 78
interbank investment 127
monitoring 87
moral-hazard problems 55, 8§7-9
sukuk 65, 130-31
Muhammadiyah 33, 51
Mumca, Ugur 7, 8
murabaha 52, 54, 57-9
contract complexity 75
guarantees 78
home finance 107-9
and moral hazard 90
and penalty clauses 77
public finance 122
sukuk 65, 66
tawarruq 69, 70
use of in practice 93
musaqat 54, 56
musharaka 54, 55-7, 85, 87, 91, 93,
122
guarantees 78
sukuk 65, 66
musharaka mutanaqisah 54, 56
home finance 111-12
Muslim Brotherhood 5-6, 94

Islamic finance

mutual funds 72, 116, 117
muzara 53, 55

Nahdlatul Ulama 22, 33, 51
Najjar, Fauzi 1
Naughton, S. and T. 62, 68, 71, 116, 130
Netherlands
interest-free transactions 41
Islamic banking 129
Islamic home finance 108, 111, 144
monetary authorities 130
Newberger, Robin 129
Nienhaus, Volker 97
Noland, Marcus 141
Norman, Trevor 62, 71

Oahalou, R. 78

Obaidullah, Mohammed 36, 45, 57, 59,
61, 62, 65, 67,70, 71, 72, 73,75

O’Brien, George 40, 41, 42

Oman, zakat 30

Otto, Torsten 4

overdraft facilities 98, 101, 139

Pakistan 2, 34, 6
banking system 93, 95
Islamization of financial system 4-5
penalty clauses 76
Qarz-e-Hasna loans 62
zakat 30
Pakistan International Airlines 58
Pal, Izzud-Din 8-9, 24, 77
Pamuk, Sevket 141
partnership financing see musharaka
Pellegrini, Matteo 85, 126, 129, 136
penalty clauses 767
pension funds 117, 118
PLS see profit-and-loss sharing (PLS)
political literalist salafism 19, 20, 21,
22,49, 50
Pound, Ezra Loomis 9, 41
Presley, J.R. 88
profit-and-loss sharing (PLS) 52-3,
100, 138, 144-5
accounts 82, 128-9
agency problems 85-7
monitoring 87-9, 90, 131
moral hazard 84, 87, 90
potential benefits for banks 91-2,
135-6



public finance 122

and SMEs 139

supervision of lending 130

see also mudaraba; musharaka
public finance 1224

Qatar 96, 132
qiyas 11, 12, 13, 15, 16, 17, 35
quard hasan 54, 62, 84, 123, 126
Quran 1, 3, 10-11, 16
commercial activities 48
darura 13-14
maysir 148
riba 31-2, 147-8
zakat 28
Qureshi, Anwar Igbal 2, 5, 30, 32, 48,
52,104
Qutb, Sayyid 2, 6, 19, 29

Rahman, Fazlur 32, 37, 51
Rahman, Shafiqur 74, 137
Rahn agreements 126
Ramadan, Tariq 10, 13, 15, 18, 19, 21,
22,23, 29, 30, 32, 106

Raphaeli, Nimrod 83
Rashidian, M. 116, 117
rationalist reformism 19-20
ray 11, 12, 15, 16, 17
real estate investment 115
riba 31-45, 143

Iran 1234

prohibition of 31-7

prohibition, secular arguments for

37-9

in the Quran 147-8
riba al-fadl 34-5, 38, 105
riba al-jahiliyya 32, 34, 37
riba al-nasia 34, 35, 38, 76
Rida, Muhammad Rashid 32
rightly-guided caliphs 3, 16, 27
risk see ghara
Rothbard, Murray 49

Sadeq, Abu Al-Hasan 27, 28, 29, 30,
31

Sadr, Kazem 89, 93

Salafi literalism 19

Salafi reformism 19, 20, 29, 104

salam contracts 61, 118

Saleh, Nabil A. 17, 21, 46, 48, 89

Index 183

Sarker, A.A. 55,76
Saudi Arabia
Islamic finance industry 142
monetary standards 96
musharaka 56-7
tawarruq 70
women’s banking 98
zakat 28, 30
savings accounts 83
Schacht, Joseph 10, 12, 13, 17, 21, 24,
51
Scheepens, M.F.H. 97, 136
scholastic traditionalism 18-19
Schoon, Dr Natalie 85
Schumpeter, J.A. 42, 46
Sentiirk, Recep 10
Sessions, J.G. 88
Shafii law school 16, 21
bai inah 69
musharaka 55-6
sukuk 66
zakat 29
sharia 1, 10, 14, 21, 26
finance industry compatibility 145
observation of 17-20
sharia boards 32-3, 97, 130
Shayesteh, Abdi 113
Shia, Shiites 3, 14, 17, 21, 23
Siddiqi, Mohammed Nejatullah 67,
18, 38
Siddiqui, Shahid Hasan 144, 145, 146
Simons, Henry 145
Sinanovic, Ermin 23
Sinke, Marjorie J. 53, 56, 76
Sistani, Ayatollah 21
Slomp, Jan 2, 4
small- and medium-sized enterprises
(SMEs) 98-9, 139
Smith, Elliot Blair 110, 111, 142
Sneller, Z.W. 43
Solé, Juan 125, 129
South Africa, Islamic banking 95
Soy, Sudip 63
speculation 71, 72, 129-30, 136-7
see also maysir
Stein, Yoram 16
Sudan
AAOIFI standards 96
agricultural finance 91
central bank 124-5



184 Islamic finance

ijtihad 12
Islamic banking 6, 93, 94, 95, 101
monetary policy instruments 1245
PLS finance 91
zakat 30
Sufism 20
sukuk 54, 63-6, 84, 123
Suleiman, Nasser M. 89
Sundararajan, V. 83, 96, 122, 123, 125,
127
sunna 3, 10-11, 16, 18
Sunni Islam, Sunnites 6, 11, 14, 15, 17,
18, 23, 24, 27, 61, 173

Tag El-Din 48
takaful 104-6, 13940
takfir 6, 18
Talal, Rachida 32, 35, 109, 112, 119
tawarruq 58, 69-70, 80, 125, 128, 139
tawheed 26, 48
Tawney, R.H. 43, 44
Tett, Gillian 97
Thomas, A. 76, 110, 113, 143
Tourani Rad, Alizera 26
trade finance 57, 58
trustee finance see mudaraba
Tsionas, E.G. 136
Turkey 6, 19, 20
banking system 95
deposit insurance scheme 129
futures market 74
participation in finance system 136

Udovitch, A.L. 31

UK
Islamic banking 83, 95, 129
Islamic charities 29
Islamic financial products 64, 142
Islamic home finance 108, 111,

142

Ul Haque, N. 122

Umar 3, 28, 31, 80

uncertainty see gharar

urbun/arbun 71, 72, 80

urf 11, 13, 15, 16

USA, Islamic financial products 110,
142, 143

Usmani, Muhammad Taqi 35, 57, 58,
80, 101, 114

usury 3940, 42-3, 44

Uthman 3

Uzair, Mohammad 32, 37

Valeri, M. 44

Valibeigi, M. 26, 48

van Asselt, W.J. 44

van der Aa, Gerbert 29

van der Kooy, T.P. 26

Van Dooren, P.J. 91

van Straaten, A.J. 39,43, 44
Verhoef, B. 131, 144
Versteegh, Kees 42

Waardenburg, Jacques 50

Wahid, Abdurrahman 22

Wahyuni, Sri 51

waqf (charitable trust) 105, 141

Western banks see conventional
banks

Wigglesworth, Robin 73

Williams, JA. 17

Willis, Kevin 104

Wilson, Rodney 78, 82

Wolters, Willem G. 87, 93

women’s banking 98

Wood, Diana 42, 43

World Bank 63-4, 96

Worthington, A.C. 144

Yaqubi, Sheikh Nizam 7, 12, 95, 101,
114

Yasseri, Ali 90, 93

Yemen 30, 80, 132

Yousef, Tarik 93, 139

Yudistira, Donsyah 99

Zahiri law school 17, 35

zakat 14, 26, 27-31, 49, 121, 130
Zia ul-Haq, Muhammad 4, 5, 8
Zubair, Sohail 77



