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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:
Question 1.

· [bookmark: _GoBack]The term “interest free banking” is more of a narrow concept than accurate. It was used to describe an alternative to be for the conventional interest-based system. The term interest rate free banking was a meaning several banking activities or operations indicating not to use any interest and to avoid them. In more general term the Islamic banking is expected to avoid not only the interest based transactions. But also, to prevent the usage of Gharar and other practices likewise prohibited in the Islamic Sharia. 

· The differences between the two concept is that interest is described known as Riba in the Arabic and is clearly prohibited in authentic hadhits. In all debt, related activities including loans Islamic banking may ask their client to provide security and collateral. in the Profit and Loss Sharing Methods PLS the banks can ask for their client to provide security. 

· Sharia does allow pre-fixed return on investments but this is only in certain ways. 
If it is a loan or a credit transaction concluding in a debt, for example loans, this cannot make any increase whatever. However, In the sale of goods or their usufructs, one can make a profit as per the rules of the Shari’a relating to the respective dealings. In trade, someone can sell any commodity but excluding money, for one price on a cash-and-carry basis and for a higher price on a delayed payment base. Also, any cash or credit prices in the market should be determined by market forces. However, this is subject to certain conditions. 

· The philosophy of the Islamic Finance is Avoiding Interest, Avoiding Gharar, and Avoiding Gambling games of Chance According to Sharia Compliance. 



· The following items can be leased out according to sharia compliance.  
· Ships,
· Houses,
· Motor vehicles. 
Question 2, 
· Islamic bank deals in goods and documents not in money. The Islamic banks use money only as a average of exchange for buying the goods for the purpose of letting or selling onward, thus earning income or profit. In this course, Islamic banks also use documents for executing sale and lease contracts, keeping in mind the Shari’a principles and simplifying the operations. The Islamic banks are also required to show high level of transparency over its operation to its customers. 

· The concept of time value of money in the context of Shari’a was established for the fact that Shari’a prohibits mutual exchanges of gold, silver or monetary values except when this is done in the same time. The time value money in Islamic finance is the degree of the credit price of some commodities changing the price during its period because of the time difference this mainly happens in the action when one price settled before separation of the parties. 

Question 3. 

· The money is treated subject to all the beliefs of Shari’a involving to Riba, debts, Zakat, etc. One is prohibited to sell a 10-dollar bill for 11 dollars because the bill represents pure money and has no intrinsic value.  in the Islamic banking. the opposite way is treated money by conventional banks and that’s what differentiates them. 
Case study. 

· The sense that ijara car rental will be interest free is because Ijara involves letting an asset and receiving rentals as long as the asset is on lease the lessor owns the asset and the risk and reward of its ownership. In this case, it will be interest free. 

· In Islamic banking and finance anything which cannot be used without consuming its quantity during its use cannot be leased out.

· In conventional banking This is quite the opposite in conventional banking foreign trade activities or even in the case of finance lease, goods are also involved, but they have no concern with the goods or assets themselves as their main concern is about financing the purchase of goods.
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