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Islamic Banking and Conventional Banking – The Difference

Answer the following questions:

1. What is the difference between one- tier and two- tier modes of mudarabah finance?
8

2. What are the basic rules of Salaam sale? 8
3. What are the distinguishing features of Islamic Banking? 8

Case Study

A mudarabah contract is settled down between an Islamic Bank and a client as follows ; 6

a) the Islamic Bank provides capital of 100,000 S.R and the client provides his efforts.
b) the subject of activity of the Mudarabah is trading in foods for one year.
c) Profit is divided as: 60% for the Islamic Bank and 40% for the client.
d) there is no pay for the client in business activities. The result of the activities was as

follows;
i. Sales income 450,000 S.R

ii. Purchases costs 325,000 S. R
iii. Admin costs and overheads 145,000 S.R

Keeping in view the above answer the following questions:

a) Determine the profit & loss in the above case
b) How much the client will be paid as his wages


