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Islamic Finance 10

This section provides quick
access to various Islamic
finance contracts and
concepts. This provides basic
information as an
introduction to Islamic
finance.
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! Islamic Finance 101

ISLAMIC FINANCE 101

Murabahah

Definition

Bay' al-murabahah literally means increase in capital or profit trading
Technically, it is defined as a sale in which the mark up is disclosed to
the purchaser as per the seller's purchase price for a trust-sale of a
certain specified asset, excluding monetary assets such as debt. It
may be contracted either on a cash basis or deferred payment basis
The main distinctive feature that distinguishes it from other kinds of
sales is that the seller in a murabahah contract expressly discloses to
the purchaser how much cost he hasincurred, and how much profit

he is going to earn in addition to the cost

Views

The legality of the murabahah can be traced from the Qur'an, the
Sunnah of Prophet Muhammad (SAW) and the consent of the
majority of Muslim jurists. In the Qur’an, Allah (SWT) has generally
legalised sale contracts, one of which is the murabahah sale contract
The Qur'an says, ‘And Allah (SWT) has permitted trade and
prohibited usury’ (2:282). In another verse, Allah (SWT) says, ‘O you
who believe! Eat not up your property among yourselves unjustly
except if itis a trade amongst yourselves, by mutual consent’ (4:29). In

Shari‘ah Principles

Prohibitions in Islamic Finance

Islamic Law of Contract

¢ Exchange Contracts
.
.
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