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Abstract

This study examines the issue of the general lack of dedicated study on the
principle of risk and reward in Islamic finance from both a theoretical and a practical
perspective. Furthermore, there is an absence of a demonstration of the risk and reward
principles in Islamic finance and how their parameters are properly applicable to Islamic
finance products and instruments. This study aims to define the aforementioned parameters
in Islamic finance and demonstrate how such parameters are applied to Islamic bank
financing products in Malaysia. The research applied a qualitative research methodology in
inducing the theoretical parameters of risk and reward as well as an analytical approach to
evaluating the current parameters based on rationality, practicality and so forth. The study
finds the that current parameters of risk and reward are: first, market risks, ownership risk
and capital — equity — risk, all of which pertain to dhaman; second, contractual costs should
be borne by the appropriate parties and not be a means to transfer risks; finally, financing
transactions have to add economic value. Furthermore, the researchers establish that the
parameters of risk and reward as they stand are not properly observed by the Malaysian
Islamic banking practice for reasons including rationality, practicality, consideration for
maslahah, and consideration of excessive risk-to-reward tradeoffs. Finally, the study finds
that the current parameters of risk and reward as they stand are not based on solid Shari’ah
evidence and more specifically, the texts on which they are based are either not authentic or
are subject to different interpretations. The researchers propose an alternative interpretation
for such texts and which yield a new set of parameters that consider the rationalism and
realistic of the Shari’ah .

Keywords: risk and reward, profit and loss, Islamic financing products, al-ghurm
bil ghunm, parameters of earning, Malaysian Islamic banking
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Abstract

This study aimed to emphasize that Islamic investment funds are one of the
Islamic investment tools that subject to all the standards, controls and conditions of the
Islamic investment system, and that any deviation from those controls and conditions is a
deviation from the principles and objectives of Islamic investment and Magasid Shari’ah in
fund. As the study aims to create standards and indicators for Islamic investment to
measure Islamic investment and evaluate the development performance of Islamic
investment funds. The researcher has concluded some findings, the most important of
which are: there are factors that can contribute to enhancing the development role of
Islamic investment funds, and also, the current standards and indicators are not suitable to
be criteria for measuring and evaluating the development role of Islamic investment funds.
The study also concluded some recommendations, including: Adherence to the system of
investment priorities in all investment policies and operations, as well as activating social
responsibility as one of the most important factors to promote development performance,
and finally, the study recommends to hard strive towards finding a new standards and
indicators that can boost and enhance the development role of Islamic investment funds.

Keywords: Islamic investment funds, Performance evaluation, Islamic
investment, Economic development.
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Table 1.1.1 Breakdown of the Global IFSI by Segment and Region'® (USD billion, 2019*)

Banking Sukik Islamic LELELT
Assets Outstanding Funds’ Assets Contributions
GCC 854.0 204.5 36.4 11.70 1,106.6 45.4%
South-East Asia 240.5 303.3 28.7 3.02 573.5 23.5%
Middle East and South Asia 584.3 19.1 16.5 11.36 631.3 25.9%
Africa 33.9 1.8 1.6 0.55 37.9 1.6%
Others 53.1 14.7 21.1 0.44 89.3 3.7%
Total 1,765.8 543.4 102.3 27.07 2,438.6 100%
Share 72.4% 22.3% 4.2% 1.1% 100.0%

Islamic Financial Services Industry “Stability Report 2020, Islamic : el
Financial Services Board (IFSB), P12.
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Abstract

One of the basics of the regularity of the Islamic financial industry is that it is
subject to many legal and regulatory protections that directly or indirectly affected the
progress of its financing and investment activities. The Islamic capital market sector,
especially Sukuk, is one of the most affected products. However, the tradability of Sukuk at
the international and local levels may be hindered by differences in the legal system and
jurisprudential schools of thought, which may lead to a lack of certainty and a defect in the
applicable laws. There is no doubt that investing in Sukuk requires providing reassurance
and confidence from investors on the abundance of the necessary protection from the law,
the supervisory apparatus, the unity of the regulatory framework and its adequacy with the
nature of Sukuk. In this context, this research comes to study the legal and supervisory
system applied to Sukuk in Malaysia and how to it helps actualize Sukuk-holders’
protection. A descriptive and analytical approach were employed to study the status of this
system and the relevant data and sources, along with its analysis, to derive the elements of
protection for Sukuk holders.The research finds that the most important objectives of the
legal and regulatory system lie in gaining the confidence of investors, providing
reassurance, transparency, and consolidating justice, the difference in laws and the
instability of regulatory systems are stumbling blocks to all that. It is noteworthy that the
development of the Islamic finance industry is in urgent need to either have its own
regulatory framework or to improve the existing ones to address challenges or reduce them.
It should be given competitive opportunities with the conventional financial industry on an
equal footing.

Keywords: Legal and Regulatory framework, Sukuk, Sukukholders’ protection,
Malaysian experience.
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Abstract

The purpose of the study is to clarify a number of violations of Islamic Shariah
principles identified in the majority of asset-based sukuk issuance prospectuses, which are
based on trust contracts. It is an agreement to purchase a sukuk from the sukuk
management at face value or at an agreed-upon price. This is sukuk holders' promise to sell
assets for the face value of the sukuk, as well as lending by Investment Sukuk Manager to
sukuk holders and ownership of tangible assets in asset-based sukuk i.e. Special Purpose
Company that is well known as namely; Special Purpose vehicle. The study resulted in a
number of findings. The most important of these is that the third party proposed by the
council's resolutions or Shariah Standards does not exist in fact, just as Islamic Takaful as a
kind of protection and is simply regarded a guarantee since the beneficial ownership on
which the sukuk holders' ownership is established, seems incompatible with Shariah-
compliant ownership. Because it restricts the right of sukuk holders to dispose of assets
ensuring that the sukuk are compliant with Islamic Shari'ah principles. The following
considerations should be taken: transferring the ownership of the assets to the name of the
real owner (the holders of the sukuk), which gives them the powers and authorities of the
owner over his ownership/property, in terms of disposition as well as in terms of bearing
the expenses and the consequences of loss, adopting of the sukuk which are based on asset
backed principle, assuming that the sukuk holders dispose of the assets at their market
value.

Keywords: Sukuk, Shariah, Contemporary applications.
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