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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	
1-
i) The term Interest free banking is not particularly accurate in describing Islamic banking/finance. 
ii) The term is as though Islamic banking focuses only on operations that are not interest based when in fact on a larger scale other banking instruments exist within the system.
iii) Islamic banks can ask for security deposits when giving out loans. In PLS for example, they can ask for security in case the contract is not successful. In debt creating modes, they can ask for security like mortgage or a charge/fee.
iv) Shariah law allows returns on investments. If the funds/money borrowed is used to buy real goods/services (as opposed to just a transaction where transfer of money only takes place) and then the goods sold to make profit, the use of these funds will be regarded as an investment. Therefore, return on investment is allowed. 
v) Avoiding interest, gambling (games of chance) and Gharar (uncertainty in business activities)
vi) House, motor vehicles, ship and shop




2- “Islamic banks deal in goods, not money”
Unlike conventional banks that charge in form of money for helping them, or place interest on money given out as loans, Islamic finance sees money as a medium of exchange alone.

They do not charge people based on money but use it as a means of purchasing property or goods that are to be leased. They present goods and assets (or both) to represent real assets instead of money alone.


3- Time value of money 

Time value of money is in relation to the difference between credit value and cash value of a commodity. Scholars have a consensus that the cash price of a product can be lower than its credit price provided that there is a settlement between on price by both parties involved in the exchange.

Scholars point out that this is a genuine market practice and can be as a result of location and time. For example, the price of a bag in a luxury area in Nigeria is relatively more expensive than in a middle residential area. 

Depending on the contract, both prices can change too. For instance, cash price for salam, as a future contract will be less than it’s spot price

Case study

The car Ijara is interest free because the rent of the car in the leasing (unlike in conventional banking) is not based on adding a fixed percentage to fee but based on the capacity of the asset to give usufruct (which is uncertain in reality because it can change based on economic factors).

An Islamic lease unlike a conventional lease does not allow the corpus of things/assets that are not consumed with their use to be leased out against fixed rentals.
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