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Ampoule
Bandage
Bladder
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Islamic Banking and how it is different than Conventional Banking

on assets as well as on investments in terms of
joint ventures on condition of profit and loss
sharing mechanism. Islamic Banks have made
different Sharia’ah compliant products for the
deposit and financing sides in order to facilitate
the customers to take benefit of Islamic Banking.
Now it becomes the duty of every Muslim to
help raise the Islamic Banking in order to give
a tough time to conventional banking which is
explicitly Haram in Islam beyond any doubt.

The Islamic Banks in deposits side are
using two different concepts for current account,
saving account and deposit account. Al-Wadiah
Yad Damanah is the transaction used for
current accounts in which the Bank undertakes
guaranteed safe custody and can also derive the
permission of utilization of funds. The customer
can demand the amount any time and the Banks
are required to redeem the payment amount im-
mediately. However, the current accounts are not
rewarded with any profits and there is no return
on such accounts. The second concept for fixed
and saving accounts is Mudarabah in which the
Bank act as “Mudarib” and undertakes to take
deposits from the customer in order to invest
the funds in Sharia’ah compliant manner. In
Mudarabah the capital belongs to the customer
which is known as “Rabb—ul-Mal” and the the
Bank as Mudarib shares the profits coming out
of investment with a pre-agreed ratio. The funds
from the customers have to share the loss if
any coming out of investments and theBank as
“Mudarib” only suffers the cost that is incurred
by him in its operations. The profit rate which is
mentioned in the contract is the estimated profit
rate or projected profit rate which is not guaran-
teed unlike conventional Banks and is subject
to change in accordance with the actual profit
arising out of the investments at their maturity.

The Islamic Banking is comprised of set of
rules that are not prohibited by divine guidance
through divine book or by its messenger. Hence
it is required by all the Banks to execute and
operate with the Islamic spirit and by completely

eliminating what has been termed as not permit-
ted element in any of their activity. The Muslim
community is also under the religious obligation
to promote Islamic Banking against the capitalist
tool of economy for the purpose of replacing the
capitalist Banking system to Islamic Banking
mode.

Islamic Banking has been started since
1973 in Egypt by the emergence of a single
Bank which failed to operate after some years
but gave rise to the notion that Islamic Banking
is practicable at real terms. Now Islamic Banks
and Islamic Financial institutions are operating
in a very large number around the globe.is is
said to believe that there are number of Islamic
Institutions in 75 different countries of the
world including non-muslim states as well. We
‘the Muslims’ cannot stop supporting Islamic
Banking due to any reason whatsoever, because
of two points. Firstly, Islamic Banking is in
infancy stage and will take time to get on to
track but the process that is started should not be
stopped because today it is under process but in
future all the challenges and hardships would be
over and we or our generations would by having
a perfect substitute of conventional banking
in the form of Islamic Banking. Secondly, as a
person there are two options as far as banking is
concern:

® First option is to go to a Conventional Bank
which is practicing “Riba” in almost every of its
financial transaction which is declared “Haram”
in Qur’an and different Hadith. The element
of Interest is present in Fixed Deposit, Saving
Deposit and every Loan related product.

e Second to go to a Bank that provides you
Islamic financial products based on Mudaraba,
al- wadiah, Musharakah, Murabaha etc.
such transactions, if perfectly practiced, are
permissible in Islamic Economic system and
there approvals are derived from Qur’an and
Hadith along with the endorsement of the
Islamic scholars of the world.

Economical
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Islamic Banking and how it is different than Conventional Banking

from Islamic concept where the money could
not be extended to the customer or even if it is
extended it does not allow any excess on the
principal amount (Al-Qard). The deposits in
conventional system are insured and the interest
amount is also guaranteed. Similarly in conven-

tional lending system the customers take the loan
with a condition of paying back the same with
additional amount to the principal as agreed upon
by the parties in the loan agreement which is
called the interest amount.

The transaction based on “Riba” may have
benefits for the time being but the disastrous
impacts that it brings to the society are more
harmful as compared to the timely and limited
benefits. Therefore, Islam says that anything
that brings more harms than the benefits should
not be permissible.

Ordinarily the People are of the view
that interest is the only feature that makes any
financial transaction Haram or non-permissible.

However, this is not the case as Sharia’ah has
wider perspective on the issue of Banking and
it’s not only the interest that makes a financial
transaction impermissible but some other factors
have also involved to make it come underthe
prohibition. “Gharar” (uncertainty) and “Maisir
or QImar” (Gambling)
are othertwo character-
istics that makes any
financial transaction
impermissible in
Sharia’ah.Therefore,
a transaction is said to
be Shari’ah compliant
if it has no element
of Riba, Gharar and

Maysir.

As it is said and
believed that Islam is
the only religion that
prescribes complete
code of life therefore,
it not only restrains
a person to indulge
in Riba based transac-
tion but also describes
the ways to address

their financial needs.
For example in the times of Prophet Muhammad
(PBUH) it was a general practice that the
farmers used to take loans on interest in order
to satisfy the requirement of incurring cost on
sowing up to reaping the crops. The farmers
who embraced Islam confronted a situation due
to the declaration of riba as “Haram” as they
were reluctant to involve in a transaction that
was based on interest. The Prophet (PBUH)
gave them approval to practice “Salam” contract
of'sale according to which the farmers were able
to receive the payment in full as a sale price of
the goods sold to the buyer and were under the
obligation to deliver the goods at the future date
to the buyer.

Islam permits financial transactions based
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Islamic Banking and how it is different than Conventional Banking

Islamic Banking is said to be done when the
internal processes, procedures and financial
transactions are in compliance with the rules
prescribed by Qur’an and Hadith. Whereas, the
basic concept on which the conventional banks
are operating is “interest” in Sharia’ah, it is
known as” Riba” or “usury”.Interest or “Riba”
is not allowed in Islam on any transaction and
is strongly condemned which is followed by
serious consequences in the life and hereafter.
Whereas, In order to be in the manner prescribed
in Islam, this feature should not be the part of
any financial transaction. Conventional Banking
or the capitalist economy is based on the system
in which interest plays a pivotal role and there-
fore becomes part and parcel of the conventional
Banking package. Interestin simple words can be
defined as:

e Any access amount of money paid on principal.

e Any premium given at the time of paying back
the loan.

e A compensation without any consideration on
any amount of loan.

“Riba” is prohibited in different chapters

ofQara’an and there are different Hadith as well
in which our prophet (PBUH) has prohibited
Interest and hold it as a curse and sinister activity
to the society. We can have a look into following
Qara’anic Ayah regarding Riba:

“0, Believers fear Allah and give up what
is still due to you from the interest, if you are a
true believers. (2:279)

‘From Anas Ibn Malik, the Prophet (PBUH)
said: “if a man extend a loan to someone he
should not accept a gift”

Interest is not only prohibited in Islam but
it is not permissible in every renowned religion
including Jewism, Christianity, Buddhism,
Jainism etc. the Islamic philosophy behind the
prohibition of Riba is that it is an unjust transac-
tion which only makes the investor earn more
and the business or entrepreneur suffers. In this
mechanism the business has to give a fixed rate
on the loan to the investor without considering
the profitability of the business. The business
may be in loss but it has to pay the loan and the
interest that has been fixed to the investor. The
interest based transactions helps the wealth to

be accumulated in fewer
hands in the society
and the businesses or
entrepreneurs are vic-
timized. This create
misbalance in the
society by which the
rich grows rich and
the poor falls down
the line, the situation
may lead to chaos,
fraud, juristic and
economic turbulence
in the society.

Theconventional
banking is based on
the concept of money
versus money, hence
differs in essence

Economical
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Islamic Banking and how it is different than
Conventional Banking

Ali Mushtaq Islamic Banking Head at Ghazanfar Bank

Banking is a practice that has long been
in prevalence in our society in different forms
and shapes. The history of Banking can be
traced back to the times before 2000 BC. In
ancient times small loans to merchants and
farmers were in vogue. People in previous
times used to deposit there funds in the Bank
for security purposes, where they felt that the
state is providing the safekeeping of their funds.
The Banks were in practice to extended funded
facilities to different groups of societies for the
circulation of wealth. . However the banking
process matured by the time and spread all over

the world as its role in economy of any country
can never be ignored.

Islamic Banking is a concept that is based
on Sharia’ah principles and the structure is differ-
ent than conventional banking from its essence,
nature and spirit. The Sharia’ah principles are
those rules and injunctions that are derived from
Qur’an, Hadith, Ijma and their interpretations.
Islam has guided us the pathways in each and
every aspect of life or have laid down the general
principles which could act as a guidelines for the
upcoming situations in any sphere of life.Hence
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What Does a Commercial Banker Do?

A career as a commercial banker is a good
fit for people with interpersonal skills and a
knack for handling money. Most positions in
this field involve managing a bank branch and
providing leadership to personnel. While the
exact responsibilities of a commercial banker
can differ depending upon the bank, there are
five common job duties. These include approv-
ing or denying loans, acquiring new customers,
coordinating different bank departments,
supervising staff members and assisting with
customer service.

Approving or denying loans is often a
primary duty of a commercial banker. When an
applicant is seeking financial backing for an in-
vestment, such as a home or car, it's usually the
commercial banker who oversees the process.
This practice typically involves meeting with
an applicant, going over an investment idea
and checking credit history. If the loan sounds
financially feasible, he will usually approve
the loan and fill out the necessary paperwork.
Otherwise, the applicant's loan will be rejected.

Another integral aspect of this position
is consistently acquiring new customers for a
bank's branch. For a bank to thrive and stay
competitive, it'snecessary to establishasolid cus-
tomer base. Consequently, a commercial banker
is often the one responsible for finding profitable
customers capable of accruing interest. To be
effective at his job, it helps for a commercial
banker to have sound communication skills and
an approachable demeanor.

Coordinating different bank departments
is also a duty that ensures that a bank operates
efficiently. For example, a commercial banker
might act as liaison between tellers, accountants

and customer service representatives. This may
include holding one-on-one conversations or
group meetings to discuss important issues.
Performing this liaison role can establish open
communication and help to keep different
departments on the same page.

A commercial banker will usually supervise
a designated number of staff members as well.
He may monitor tellers to ensure that financial
transactions and customer service are handled
correctly. In addition, he may check the calcula-
tions of accountants for accuracy. Consequently,
this position requires a person with solid leader-
ship skills and the ability to oversee multiple
areas of a bank.

An additional duty involves assisting
with customer service at certain times. This
could include dealing with escalated customer
complaints, training new employees or answer-
ing complex questions that other personnel are
incapable of handling. Also, if a bank were to
experience a very busy period, a commercial
banker would help out in various departments.
To be effective in this area, he must be adaptable
and able to improvise when necessary.
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