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Introduction to Islamic Banking and Finance
Assesment 1
Multiple choice Questions:-
1-In Arabic game of chance is known as?
    B-MAYSIR
Gharar refers to contracts where?
A- full contract  implications are not known  to the parties.

Mudaraba contract is settled down between an Islamic bank and client as Follows:-
C-the bank provides capital and the client provides her efforts

2-Which of the followings are Islamic investment vehicles? And which of these are conventional
 
	
Conventional  BANK
	
Islamic investment Vehicles

	B-BONDS- income derived from interest

C-SAVING ACCOUNT-income derived from fixed interest


D-Stocks- income derived from dividends      and capital gains






	A- Saving Account – Income derived from undetermined profit.


E-BONDS- income derived from buying and selling


F- Stocks- income derived  from dividends and capital but with the exception that the company must be Sharia Compliance



3-Short Questions
1-what is the difference between Mudharaba  and Murabaha investment contracts
A-Mudaraba is a financial provides all of the capital and customer is responsible for the management of      the project while Murabaha is the Bank agree to buy an asset or goods from a third-party  and then resells the goods to its client with Mark-up.
2- Takaful is an Arabic word stemming from the verb “kafal” which means to take care of ones needs and Takaful is operated on the basis of shared responsibility, brotherhood, solidarity and mutual cooperation. And we can say Takaful is where members contribute money in pooling system in order to guarantee each other against loss or damage,
3- The basic principle of Islamic finance is underlined by the prohibition of investment in interest-based ventures and businesses that provide goods and services considered contrary to its principles like tobacco, alcohol, gambling, vulgar entertainment and conventional finance. Another fundamental principle of Islamic finance is highlighted in the sharing of profit and loss between parties in a business transaction

4- Profit and Loss Sharing (PLS)

IV- writes short notes on the Followings:-
A- IJARA – is a contract under which a bank buys and leases out an asset or Equipment Required by its client for rental fee
B- ISTISNAA-is where one party buys the goods and the party undertakes to Manufacture them,

C- RIBA- Is anything big or small pecuniary or non pecuniary in excess of the principal in a loan that must be paid by the borrower to the lender along with the original loan, and its derived from the Quran is unanimously accepted by all Islamic Scholars. And Allah SW said in his Quran-
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D- BAI BI-THAMIN AJIL- Is contract that refers to the sale and purchase transaction for the financing of the assets on differed and an installment basis with a pre-agreed payment period the sale price will include a profit margin. 





Case Study
Mr. Muhammad Adel is working full time as a teacher and is based in the UK. He intends to buy a house
but is interested in Islamic Mortgage. The bank offers two types of Islamic mortgages; ‘Ijara’ and
‘Murabaha’. After getting information for both, he decides for the later and wants to pay back in
instalments. He has been successful in getting the house finance.

Answer- Murabaha contract, the bank agrees to buy an asset or goods from a third party, and then resells the goods to its client with a mark-up. The client purchases the goods against
Either immediate or deferred payment. 




A-The main difference between Ijara mortgage and Murabaha mortgage is that with an Ijara mortgage, the property will not immediately be registered as belonging to you. Instead, you will essentially rent the property from your lender. In addition to the agreed monthly repayment amounts, you will also pay monthly rent to the bank. At the end of the agreed term or once the purchase price has been repaid in full, ownership of the property is transferred from the lender to you. then the Murabaha Mortgage is  matter should be in the ownership, either actual or
constructive, of the seller at the time of sale. If he sells something that he has not acquired himself then the sale becomes void.

B-In Conventional house financing, is lenders lend to borrowers to make a profit from the interest charged on the principal amount. For property loans, borrowers pay an interest on the outstanding principal amount. Interest rates can be a fixed rate or based on a floating rate and Murabaha House Financing is one of the most common modes used by Islamic Banks. It refers to a sale where the seller discloses the cost of the commodity and amount of profit charged. Therefore, Murabaha is not a loan given on interest rather it is a sale of a commodity at profit.

C- bank owns the goods between the two sales, which means it carries the associated risks.
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