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Murabaha as a mode of Asset based Facility;

Murabaha is a particular kind of sale where the seller
discloses its cost and profit charged thereon.

The product of Murabaha that is being used in Islamic
banking as a mode of finance is something  Different from
the Murabaha used in normal trade. This transaction is
concluded with a prior Promise to buy, submitted by a
person interested in acquiring goods through the
institution.

It is a contract wherein the institution, upon request by the
customer, purchases an asset from the Third party usually
a supplier/vendor and resells the same to the customer
either against immediate Payment or on a deferred
payment basis. As it is a kind of sale, there must be a seller
and buyer and something that is bought and sold. The

Institution is the seller and the client is buyer. It cannot be used as a substitute for running finance Facility,
which provides cash for fulfilling various needs of the client.

The transaction can be used in order to meet the working capital requirements however it cannot Be used
to meet liquidity requirements.

Process flow:

® The Customer will make an offer to purchase the goods acquired by him on Bank’s behalf mentioning
the Offer Price (Comprising Cost plus Bank’s Profit). The Bank will accept the offer made by the Customer.
All the terms of the Murabaha Transaction such as Sale Price (Cost plus Profit), due Date or Schedule of
Payments etc. must be mentioned in the Bank’s Letter of Acceptance.

@ At this stage relation of a Buyer & Seller comes into operation between the institution & the client.

® Since the sale is affected on deferred payment basis, the relation of Debtor and Creditor also emerges
between them simultaneously. Customer having received delivery of Goods as per Purchase Requisition
confirms that goods have been examined and are satisfactory in respect of quality and suitability for his
use. The customer also releases the institution from any liability in respect of the goods in any manner.

® In the case of default by the buyer in the payment of price at the due date, the price cannot be
increased. However if he has undertaken, in the agreement to pay certain amount for a charitable purpose,

ue( | |-0] "[OA — 4B3 L IS4l

he shall be liable to pay the amount undertaken by him. But this recovered amount from the buyer will not
be considered penalty nor compensation, therefore it will not account to institutions income. Institution is
bound to spend it for a charitable purpose on behalf of the buyer.
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Banking and economic Activities in Islam

Shah Fahad Yousufzai Head of Islamic Banking

Shari’ah is the sum of religious, political, social, domestic and private life.

Shari’ah is primarily meant for all Muslims, but applies to a certain extent also for people living inside a
Muslim society.

We have two primary sources of Shariah;

1. Quran-The book of ALLAH

2. Sunnah-Sayings of the Holy Prophet (PBUH)
The derived sources are also consists of two;

1. Ijmaa’ Scholarly consensus
2. Qiyaas — The analogy

Muamalat under Sharia are subdivided into three i.e Political, economic and social. Along with all other
social and political activities, economics and financial practices and activities must also be according to
shariah principals.
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Ghazanfar Bank is also offering the following services and facilities;

Swift

Western Union
E-statement

Safe deposit lockers
Credit facilities
Mobile banking etc

ey O o

Q: What is Mudaribah (Mazaribat) and what are its terms and application?

A: Mudaribah is an important Islamic Banking product that could be used both on liability and asset side.
However, it is widely being used by the Islamic banks for accepting investment/deposit. The Bank is the
Manager (Mudarib) of the funds deposited by the customers. The Customer is an Investor (Rab ul Mal), and
the bank allocates the funds received from the customers to a deposit pool. Such Pool of funds is utilized by
the Mudarib or Bank to provide financing to customers under Islamic Banking. Profit (If any) will be
distributed among the deposit holder in a pre agreed ratio. But no profit rate can be fixed at the time of
accepting the deposit/investment.

Q: How could the bank activity under Islamic Banking be improved?

A: The Islamic banking activity could further be improved by the bank once the regulations, parameters and
guidelines are announced by DAB/Government in this regards in following manners;

e To offer a full range of Islamic banking Products

e To have an adequately qualified and trained team under Islamic banking

e To have a dedicated technical section for offering advices to the clients as how to use various Islamic
banking products.

e To have a dedicated marketing section for Islamic banking

e To have a dedicated service section for Islamic banking

Q: What is the message for people of Afghanistan about Islamic Banking?
A: Following is my message in this regards to the great Afghan Nation:

e That Ghazanfar bank is fully committed to serve you under Islamic banking within the given
parameters.

e That banking should no longer be considered as haram as the Islamic banking is fully halal
and the people must come forward and use the facilities being offered under Islamic
Banking.

e That the Islamic banking could only flourish and be successful when the people encourage it
and whole heartedly participate in it.
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2. MUDARABAH SAVING ACCOUNT:

This Islamic banking product is being used as a profit bearing Saving Account by the bank which is also
known as time/demand liability product. Withdrawal and deposit in this Account is allowed at any time.

3. AL-WADIAH CURRENT ACCOUNT:

This Islamic banking product is being used as no profit current Account by the Bank which also known as
demand liability product.

Ghazanfar bank is offering one Asset Side i.e. lending Islamic product for the time being which is known as
Musharakah Finance.

There are many other facilities under Islamic banking those could be offered to our customers like
Morabaha, ljara/Leasing, Salam, Istisna and Diminishing Musharaka. The Bank is waiting for the
announcement of policy, regulations and parameters by DAB/Government for Islamic Banking and will
expand its product base once proper guidelines are made available from the authorities in this regards.

And on Conventional side Ghazanfar Bank is offering:

1. Current Account
2. Saving Account
3. Fixed time Deposit Account
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including some western banks speaks about the growing importance and success of the Islamic banking in
the World today.

Q: How do you evaluate Islamic banking products and its respective output in Afghanistan?

A: The overwhelming increase in the Islamic banking during the course of last 30 years or so is the result of
invoking the institution of ljtehad. Islamic Shariah has provided flexibility to respond to changes and
diversity while remaining compliant with the basic principles of Islam. The products offered under Islamic
Banking have been evolved through consensus between the experts of Shariah/Fiquah and are well within
the boundaries of our religion. However, the Islamic Banking Products is still limited in number and a lot
many Shariah Compliant products are needed to be added for offer to end users so as to make the Islamic
Banking a more competitive mode of financing. There is a huge demand for the existing range of Islamic
banking products in Afghanistan. Until recently a significant majority of Afghans were not receptive to the
idea of banking as they consider the conventional banking as haram. But due to the arrival of Islamic
Banking in the country the people of Afghanistan are now keen to make use of Shariah Compliant
banking/finance products. The prospect of Islamic Banking in Afghanistan is therefore deemed to be very
optimistic.

Q: Ghazanfar Bank has been established as the first Islamic bank. What significant role could it play in the
development of economy of the country and what could it do for the preservation of Islamic norms and
values?

A: At present the Islamic banking is in a very initial stage of establishment in Afghanistan and requires many
more steps which are yet to be taken in this regard by the Government and DAB. Ghazanfar Bank has a
license from DAB for conducting conventional banking. Also it has the DAB permission to conduct Islamic
banking through a parallel window. However, once DAB or any other regulatory authority set up for this
purpose by the Government starts issuing licenses for a full fledged Islamic bank and issues the parameters
and regulations related for this purpose then Ghazanfar bank will have the opportunity to become a fully
operational Islamic bank. However, even under the current circumstances the bank has been able to build a
reasonable Islamic Banking portfolio which is praise worthy and people of this country has started looking
towards it as a leading Islamic banking and financial institution. The role Ghazanfar bank is playing is that the
section of population in the country which was not using the facilities of banking institutions before the
arrival of Shariah Compliant banking in the country is now being attracted to the banking through vigorous
advertisement campaigns. This will help the huge section of country’s population to participate in the
country’s economy by availing the halal banking products and financial facilities which were not otherwise
being used before due to the involvement of Riba in banking.

Q: What are the products and services now being offered by Ghazanfar bank and what other facilities could
it offer to its clients and what is the planning for future?

A: Ghazanfar Bank is offering three products on the liability side in Islamic banking i.e. Deposit taking side
which is as under:

1. MUDARABAH DEPOSIT ACCOUNT:

This Islamic banking product is being used for fixed or term deposits for various tenures by the bank which
is also known a time liability product.
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Interview with Mohammad Jawaid Igbal Khalil

Member of Ghazanfar bank supervisory Board

Q: Please give your brief introduction:

A: | was born in Peshawar, Pakistan in the year 1953
and started my banking career during 1973 from
Habib Bank Limited, Karachi Pakistan after completing
my university graduation. | have since served in
Pakistan and abroad for various Banking Institutions
including some of the top banks in the world. | have
hands on experience in almost all aspects of Banking
including Islamic Banking.

Q: Please describe the history of the banking in Islam
and its evolution in the world, specifically in Islamic
countries at large.

A: The history of Islamic Banking starts with the

advent of Islam. A financial system was in vogue in

Arabia at the time of Prophet Mohammad (peace be

upon him) which was based on “Riba” i.e. excess or

interest and “Gharrar” i.e. speculation. Both these modes of financing were to lead to an undue loss to a
party and unjustified enrichment to the other party i.e. the lender. Riba was declared haram in several
Quranic versus and its use was finally prohibited in Sura Al-Baquarah. The Islamic financial practices were
strongly rooted in the Islamic world during the golden period of Islamic rule and were copied by even some
non- Muslim states during the peak of the Islamic era under the rule of Banu-Omiaya, Banu-Abbasiya and
Ottaman Empire. The western powers gradually gained prominence during the course of last about five
hundred years that coincided with the political, military and economic down fall of the Islamic rule. This
phenomenon among other upsets also resulted in the rise and prominence of a financial system based on
Riba or interest. The Islamic financial system could not be totally eradicated as it survived even the worst
periods during the history but it never flourished to its inherent potential as it was never given a practical
shape by developing compatible and marketable products. The growth in the economic power of the Islamic
Middle Eastern countries also revived interest in the Islamic banking during the second half of the 20"
century. Starting from setting up of a small saving bank in early 1960s in Egypt, the Islamic banking has
made phenomenal growth as nearly full fledged systems have been evolved since then. Islamic banking has
spread all over the world and is now even being patronized by the big western banks. Banking in Iran and
Sudan claims to have completely switched over to the Islamic mode of financing. Malaysia, Bahrain and
many other countries like Pakistan are having full fledged parallel Islamic banking system and have
developed significant Asset and Liability portfolios under Islamic banking. The successful launching of many
Islamic banks and commencement of Islamic banking under separate division/wing by so many banks
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