


[bookmark: _GoBack][image: RÃ©sultat de recherche d'images pour "university wales saint david"]Younes El Adly
University of Wales Trinity Saint David
Student ID : 1809714
1809714@student.uwtsd.ac.uk
MA in Islamic Studies
TRDL7106 : Study Skills for Islamic Studies Module













ASSIGNMENT 3
LITERATURE REVIEW






ESSAY QUESTIONS: 1,255 WORDS 
ISLAMIC FINANCE IN MODERN SOCIETY
Introduction
It is well known: money is the crux of everything. In Islamic sources, several rules and laws deal with the financial issue and try to regulate it. However, on the 6236 verses of the Holy Quran, only 550 are considered as “legal verses” (Mûhkam), and on all these verses, only a couple discuss about finance[footnoteRef:1]. [1:  The Guide of Takaful Insurance, K Merbouh & V Baudouin, 2015 , p. 12] 

Simultaneously, modern finance is constantly evolving and becoming more and more complex and secretive. Derivative products, swaps, options or underlying are so many terms and tools used in modern finance that need to be evaluated through the Islamic law. In order to analyze the legal conformity of all these tools and financial modern products, it is necessary to define a clear field of study and a literal scope. The following essay will try to establish the main references, documents and writings that shall be taken into account in order to evaluate the modern finance according to Islamic principles. 

1- Primary Sources and fundamental positions
The Quran and the prophetic Sunnah are considered as the two main sources behind which all Islamic Laws are firstly built. These main sources provide several rules but mainly principles which are resumed in the main purposes of Shari’ah (Maqaasidu Shari’ah). The main rules are commonly called the pillars of Islamic finance and are[footnoteRef:2]:  [2:  Islamic Finance: Principles and Practice, Second Edition, H Visser, 2013, p.23] 

1- The ban of interest, 
2- The ban of speculation
3- The ban of financing Non-legal economic sectors (such as pork, pornography, military industry)
4- The Profit and loss sharing principle
5- The asset backed principle

Beyond these five principles, many references can also be used in order to study the modern finance through the prism of Islam. Sukuks are for instance a perfect example: Modern financing can be orchestrated thanks to bonds. The Islamic equivalent of bonds are Sukuk (plural of Sakk). The first time Sukuk were mentioned in Islamic literature was in the Muwatta of Malik Ibn Anas[footnoteRef:3] , this tool has been used during the reign of the Umayyad caliph Marwan. [3:  Muwwatta Malik, n°1873 and 1896] 

Thus, in order to decode and decrypt an Islamic issue, the first reviewed books shall be all the reference ones such as the Quran and all its exegesis, the books of Ahadiths and all the companions books. Many chapters in the Sunan and Sahih Boukhari and Muslim deal with Finance in Islamic law. The explanation of these ahadith book shall also be taken into account in order to break down a clear comprehension of the problematics
Fath’ul Bâri[footnoteRef:4] of Ibn Hâjar Al ‘Asqâlani or Irshâd Al Sâri of Al Qastallani are two of the best comments of Sahih Al Boukhari. [4:  Kitabul Buyu’, vol. 2, Ibn Hajar Al ‘Asqalani] 


2- The main references on the issue
Although the primary Islamic sources can be a good and important referential, many great scholars of the Islamic world can also be taken into account in the issue of Islamic Finance. For instance, the issue of legal entity has not been discussed during the first centuries of Islam. Al Sarakhsî[footnoteRef:5] was one of the first scholars who established this principle as “Shirkatul Musahamah”, making an analogy with the Islamic trust (Waqf) and the public purse (Baytu lmaal so as to reject it first. Many scholars however took his position in the wake of allowing it[footnoteRef:6].  [5:  As Sarakhsi, Al Mabsout, Kitab Al Rahn & Kitab Al Bouyou’]  [6:  An Analysis of Corporate Entity and Limited Liability in Islamic and Western Perspectives of Corporate Governance, Dr Malik  Hafeez, 2013] 

Some other scholars on the past centuries let many treasures that can be used nowadays. Kitabul Al Amwaal[footnoteRef:7] of Ibn Sallam is one of the most important reference in Islamic science.  [7:  The Book of Revenue: Kitab Al-amwal, Abu Ubayd Al-Qusim Ibn Sallam] 

These two main categories of reference, primary sources and main references are mandatory in order to understand the Islamic philosophy and principles. That would literally not be possible  to get in-depth understanding without it. However, all these references do not mention or discuss about modern financial products simply because these kinds of products did not exist in the past. Thus, these references are necessary for studying modern finance but not sufficient.

3- The significant need of financial solutions
The Islamic fiqh aims to answer people’s everyday life questions and religious issues. More especially, Fiqhu Nawazil is specialized in modern issues. In our modern world, all the financial system is based on interest and speculation. Thus, this system can not fit with the Islamic moral and principles. And, at the same time, Muslim population all over the world need to find practical and effective solutions to fund their projects. NoorAssur, a small Islamic French insurance company claimed that they were contacted more than nine hundred time per day by potential customers who seek for real estate financing solutions.
The renowned Islamic scholar Dr. Yusuf Al Qardawi holds that the question of prohibition of interest can be not taken into account for Muslim people living in non-Muslim Western countries such as France, United Kingdom or Germany. This fatwa has caused a lot of ink to flow in the Islamic world and among Muslim scholars.
All these elements demonstrate the importance of finding technical and juridical reliable sources that could help to clearly understand the issue and the way to solve it. Therefpre, further recent, specific and accurate sources are essential.

4- The main modern references 
Many modern specialists and scholars provided general books about Islamic finance, providing at the same time a clear comparison between modern and Islamic finance. These references establish the main contracts and tools used in Islamic finance and which can be used on it (ijarah, mudharabah, murabahah, istisna’…).
For instance, the Murabaha contract could replace the real estate funding without interest. This tool is one of the major one used in house funding Islamic solutions. Islamic insurance also represents a challenge for Islamic societies. While traditional insurances consist in transferring risk from the policyholder to the insurance, the Takaful system is based on the risk sharing among all the insured parties. Dr Fadzli Yusof[footnoteRef:8], Dr Patel[footnoteRef:9] and Dr Bin Abdulhamid[footnoteRef:10] wrote interesting studies about the question. [8:  The concept and Operational System of Takaful Business, 1996]  [9:  Takaful and poverty alleviation, 2001]  [10:  Operational Issues and Shariah Harmonisation Towards the Development of Corporate Takaful Business: Conventional Debt Financing and Reinsurance Mechanis] 



5- The specialized sources
As mentioned below, traditional finance is always spreading and developing itself at a very fast and amazing pace. Providing every day new issues and questioning. Bitcoin and cryptocurrency revolution provide new challenges for Islamic Finance that must be considered by Muslim specialists and scholars. Mufti Faraz Adam[footnoteRef:11] wrote a paper about it. But the question is still very fresh and recent in order to find enough researches about it. [11:  Bitcoin, Sharia compliant, 2016 ] 


6- Conclusion
Through the essay, as we have seen above that the Islamic finance represents a major and important issue for the Muslim community all over the world. In order to In the way to understand, apprehend and analyze it, many sources are required, each of them is clearly important and substantial. Moreover, all these sources are nearly dependent. Indeed, primary sources are important to understand and interpret the Islamic philosophy and principles and the recent publications provide answers to contempory issues. However, it is still too soon to say if these recent searches are consistent or not.
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