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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. 

	Please insert your completed assignment ( in word format)  here:
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I Stocks, Sukuk and Direct placement or Acquisition of funds.

Ii Fixed/ Quasi-fixed income Securities and Variable income securities

Iii Commercial banks is a bank that provides standard services like accepting deposits, lending money, pay rent, standing order, overdraft and cash credit facility to the general public whereas Investment banks is set up to provide investment and advisory services to businesses, entrepreneurs and corporate managers.  Commercial banks make its income from interest and fees unlike the Investment banks that generate its income from fees and commissions. Commercial banks are highly visible and market their services to the general and local market while businesses and investors utilize various channels to reach out an Investment bank.

Iv Current Deposits/ Saving Deposits/ Investment deposits/ Term Deposits.

V Murabaha, Installment sale, leasing, Salam and Istina'a. Murabaha is a form of credit in which the bank buys the item and sells it to the customer on a deferred payment basis. Unlike conventional financing, the bank is compensated for the time value of its money and if the client fails to make a deferred payment on time there is no penalty. Murabaha is mainly used for trade financing. Instalment sales/ leasing can be used for procurement of fixed assets. The bank purchases the assets at the request of a client and leases/ rents it to the client for a specific rent and term. The bank bears all risks associated with the ownership. Salam is a trade-based technique to finance agricultural operations or industrial activities. The bank advances the money for tools, equipment or raw materials to be delivered on a specific future date at an agreed price.

Istina'a is another trading mode where the bank finances the manufacturing or construction of the item the customer needs, takes title to the item and then sells it to the client.

Vi Identification of a Joint stock Company. The entire capital structure of the firm has to comply with the principles of Sharia that includes that the company doesn’t borrow money on interest to purchase, hold and sell shares and doesn’t buy and sell shares of businesses not approved by Sharia. It is forbidden to issue preference shares and any priority in the matter of dividends or assets is completely unacceptable.  Dealing in equity shares can be acceptable in Sharia subject to other two conditions: underwriting an agreement where one may commit to selling all or part of the shares being issued without actually buying the securities. Object of the contract in the sales of shares that is the unidentified portion of the company’s assets and the share certificate is a document attesting entitlement to the said portion.
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Liquidity management means making sure that a bank has sufficient funds to run its day-to-day operations and to meet customer’s needs.

Under Mudarabah the two contractual parties agree to share the profit on a 70:30 ratio (the bank getting 70 per cent of the profit and the client receiving the remaining 30 per cent). Furthermore, the bank also charges the Mudarib a fee as a percentage of the realized profit and the bank can also pay additional profit from its own share.  In this Mudarabah contract, the bank recovers the capital plus a profit.

Sukuk is a liquid instrument that means that any investor holding a Sukuk certificate can liquidate it in the secondary market.
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Musharakah/Mudarabah can be used for project financing, import financing, reshipment export financing and working capital financing along with all single transactions. Diminishing Musharakah is used for home financing, real estate financing, project financing and equity financing. Musawamah is utilized for the financing of single huge transactions.   Islamic banks can use Salam for agricultural and industrial financing. Istina’a is used for construction projects, industrial equipment, plants and machinery, ships and various capital goods to enable a client expansion.
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