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Abstract

In the twentieth century, some important experiences in Islamic
economic evolution had been implemented and presented an important
role in establishing Islamic banks as well as the conversion of some
traditional banks towards applying Islamic banking theory. Some
Islamic countries, tended towards Islamizing their financial and banking
systems, such as Malaysia, which considered as the world leader in
establishing the first real Islamic capital market that was considered as
a nucleus for the spread of its effects in other Islamic countries.

Key words: Islamic capital market, the traditional market, an Islamic
financial system, Islamic law, the Malaysian experience.
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Abstract

Crime is one of the main problems facing contemporary societies. In
light of the global trend towards reducing crime, the role of Islamic
Economics in addressing the causes that drive an individual to
commit a crime or criminal behavior appears, as the Islamic economy
by reducing by minimizing inequality and improve the incomes of
individuals and that of seeking and application of the provisions of the
legitimacy of achieving social solidarity among people , as well as the
commitment and application of the texts, which calls for action and
condemnslaziness and surrender of unemployment. This research aims
to examine the distributive role of Zakat in addressing the problem of
poverty by giving needy sufficiency, and in addressing the problem of
unemployment, creating the right conditions to reduce unemployment,
and therefore work to remove all the factors leading to crime. The
researcher concluded that it could be part of the Zakat funds invest
alongside adequacy of the poor rehabilitation of the unemployed poor,
or the establishment of development projects help provide jobs for the
unemployed of their children, and thus keep them away from thinking
about the criminal aspects and put them in the ranks of workers.
Keywords: Crime, unemployment, poverty, Islamic Economics, Zakat
distribution
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Abstract

The insurance service has become an important sector in both the developed and
developingcountries.A well-developed insurance sector supports economic growth
by encouraging industrial activities through risk-taking. It also provides security
for business and trade sectors by reducing the potential hazards in the commercial
activities, and decreases dependence on both domestic and international financial
markets funding needed for investment projects as well as reducing the pressure on
financial institutions such as banks and other financial institutions. This paper aims
at examining the role of cooperative insurance in the Saudi economy and what it
would contribute to economic development and growth of the national economy. This
paper reviews the importance of the cooperative insurance industry in achieving the
national development goals. It also investigates the relationship between insurance
development and some economic variables for the period 2013-2005. The results show
that there is a strong correlation between total insurance premium, investment and
GDP. It is interesting to note that the increase in gross premium positively influence
both investment and GDP. The present paper is highly recommended an urgent action
to develop the insurance sector, and tighter legislation governing its activities and
expand the scope of its services and the quality of productsin line with Shari’ah
principles. This paper confirms that the cooperative insurance industry as a financial
service is most important segment in an economy for both growth and development.
Keywords: cooperative insurance, takaful industry, Islamic finance, economicgrowth,
Saudi economy.

e

72



901l 0J939 LIgL=ill Urolill
dyagull Gyl dAloolu

ﬁﬂﬂ@gyn | Y10 ysgisi— A VEWT daadl 53—l A ga (¥) sasdl

L=

: dedall
Cpeolill aBlocy g (Al Crloadd) g Uil daculen] 3 358 g3 55 (40 BUass ol de Liao sl )
pe (o8 Ll 93 9 (il glo S Y @il jAak) gl g GbLALI Ja g3 Silall 528 g3 (S ple ISt
ol o i ) AR5 o) A8l aliaadaril) bl jull Aas @S] g L gaiill Cile g it
Al el pel (ol 1 96 B e sl Lo 92y (Vsaluatiy) gy
pas Sala)g dagaiill (51 2 @AM dia gy Ay sile g bl Jugad A (o
{0 S gl SLaiSI Aul<l) daa iyl Buly) g el jLaiioa)

(o) (ool 1 Lgas alaarus Bus duadluwy! day ydill alSad ao 391 g3hI Crolil o Bliay
Lo S 3] ualg iras Slaaa oA g ¢ IS (palill 5] JSISEl g (5 gl cpualill g
dag ) La3aa3 ¥ (5,31 polie g Ll (oo Sl ualsill gf (5 Lasll Gl e Jassd)
slalall LS d5un g deadleuy| Lagllll palat (sl 5 glaill olill cavus gl g . dasdlucy!
e a4 185 5 3SLat) 5 Balad (alill £ 93 8o 9l auiiens § s yreall s yall dSlatly
(D= 38 A eliali—aas gacall o3 yall o311 dews §o (56 3 jaliall &l y 311 g 5l glll g dalisy)
oo Lol oSl g dus padl Jgall (o Sl (o8 (odany ) (puolil] pass pudiieay Laiss
Slisgll dag Lual Gpd Ggin Jgo (8 dolodinl yisad JSIsill (polill gf JSlsall
LaS 5 glaill (pealill  pacus pudicuy a:..un 138 GU8 date g . (Vaul gull g duaw Il YIS ol g
(5 SIS po lgayla S ML (polill g oSy (rolill Jilas 989 ASLabls Wil 94
Y9 cloghas pan AL diss 9] AIS gll g L LAY (Sdss (o saiald () dalaal) @ alal)
(&S ulSill rolil) (g duoMuaf) Aoyl alSal po 31 93k Cralill (po duldiill s
Olillato Laghl dus ) Lo g s 3505 Y AAbslA culladad w9 g 9 &l sl ylall paas

same oY \W)g 550 laime gume (V2 1Y) 5o O I &y pall wlool pul) somntl Y Sl s e a5 (V)
I bl 5l ol Bl 5 (Y2 VE) olim sanas iy
Ward, D. &Zurbruegg, R.(2000), Beck, T. & Webb, 1.(2002), Savvides, S.(2006), Haiss, P. &Siimegi,
K.(2006). Redzuan, H. & Rahman, Z.(2009), Han, L. et al.(2010), Yazid, A. S.&Arriffin, J.(2012), Akinlo,
T. &Apanisile, O. T.(2014).
(2) Richard, E. & Victor, O.(2013) Analysis of insurance practices and economic growth in Nigeria: using
co-integration test and error correction model. Journal of Management and Business Studies. 2(1), 63-70.
055 ile 4ie IV Bl sl Em (sl ppall B Lo e ubiall S5l paltl) S 5 £31 50 allis s (T)
Allall 3Bl o ASAYT 15e o 3l cpolill sl Jasd il (a5 oS 53 3 o6 Lo panal) Lol LT 3 ool
o 020l Y Lass 2 VE0/8 /W i 5 (0/p)ads (KU o s bl Lol 5 suliall o 3lalh cpnelill Zuibe o) 35l paliaYl
e o3l cpolil) e Bae i) byl gl 5 ST g il Lealall B saill ol laall el aialls Ane sl Zag il oS
D53 g e 3 plen 55 e ol o ¥+ WY salo V=l Vo g3 Jsall codlus) il prame fole can3 B Lipsey i I
AYVE alal) (5 LAl e ) o sl s Balal 550
(4) Ernst & Young(2014). Global Takaful insights: Market updates. UK.

73




Y10 yigisi— A VEYT danl g3 ki dlg () saall | @]ﬂ@%ﬂ

L=

lalad Alids Lagias g8l CAassill g Ayl ASsghl g (s A1 SLalls Jua g Ui g
Cpalill g coMealf) Crolifl g AStakls 3 glaill (polill (e VS| oo ol Lo e clug

Bunl g delis Lagh <t allall (o (5 A0 sladl 8 g duadayl J gull (8 LSS
S ol 481 o aLAS: (ganlio dalin] g cilag yoi Ay gl s ya) Aol 8 cyeolilf g Und atiny
A5 9V EYE/T/Y (raylig YY/a ad ) (S o geu ) o gas juluall (&5 glaill (ol
LAVEYO/Y /N G ylis 0871 /N a8, Aullh a9 5l R & yaeo (S S glail (nelill il
ste Aslat) (8 Crolill dujlat aladl HUsi sasy (5 glaill nalill Gl puis 431 50 alla
oo a¥rro alall Sg . guallill g laill (pelill coda] JausS o glail) il ulead
Jaaail &l gaes & [giae AW 5,58 iua Aoladl (pelill @lS ydi eas (s ylal IS
st Jgoall Suan OISyl audi I el (gal g « 3 glaill cpolill blis Al gl gelid gl
geo 93 (g greall o3 yall WS dinn§o p gl g .Y S glaill (el als3I ES 9 ol il
43 50 9 ((polill delivo (8 Calay piiil) g AalisY) Faulad o ) puliyfls 43S k) o83l Aale
A5, Y0 JJlgaa¥ eV ale dalghs ASlakls 5 glaill cyolilh § g o3 92 93 9 . rolil) LS
ASEAYL (SI 5 g I a30 g . Vipslill Bule] g o5 glasl cpalill Jlash &l gl s Ll o 4o
ASLabl JA ks (& glail (nolills doladl Crlu ylak) g AaisY ) aaas (o8 dsoMwf) day yill )

:AY) G1aaY Badan ) Sl Bager dored 9 Cond! 814D
ASLabls dalaiSY) duaiil) S Cralill pUad 9o Sle S paill. |
ASLak s (polil) g Uad ol jlafiical (o g (oLl Il (pm A3Maf Jalas. ¥
JAslaalluftaay) Aatl il (o g (rolil) oldl cp a8l Jalas. ¥
o) g el acal dolal) dsbuall pudg (S Ko oy dole Gluogs pudg.t
.&sl‘gb.“dl

M) cpaltll (VoY )aade s wan sl (gl il gy SISEI T N el G 55400 e el (0)
Sobll ol 35655 Lalssl 535 (Vo VN )ipadls s sama £V, A=E s o o oY cplae 1l s nall BN s
Al B2t 5 Ll GunY e (unlitll s SIS Grolil] el 3o 1S sm 355 ) e iy Lo saal] Lo yall ALl 3

NAY Lo o35l YA Jsd Y-Yo

HpY Vo sole Vo el ,L 5 ) U Ll S pal 5 - g saadl o sl il 30 (1)
http://www.sama.gov.sa/Insurance/Pages/AboutISD.aspx

oy bl LS s gl Fmolad] U3 (gl o slail] cpelll B85 pend ¢ e Sl (Y0 V0)auaill clls oy Cialll wae(V)
08 m . YN0 by Auns il 55, L sat elaun 3L Lo M cliad ,all 5
http://www.sama. gov.sa : (a ¥+ Vo s 53 Y0 gl 5l csad)hasl Il e (g paaadl oo yall w8l L 5o 13 50 el 5w 5ali(A)

e

74



901l 0J939 LIgL=ill Urolill
dyagull Gyl dAloolu

ﬁjﬂ@gyn | Y10 ysgisi— A VEWT daadl 53—l A ga (¥) sasdl
3uL3) 9 « 52 glaill (polil) pUadl 134 Enpunil ASlab) dals (o &l £ gud 9o daaal g
daolaiSy ) 3eUsl g dalladll (o aaih dolel (351 gall A1l g (Aaaluatid) dsakill 3 o, g0

gl @ L&uls 65 g b o) & Jauk! Babay g gJLa-}Yl ‘;Ls!.l =hl @ diadluws SIS (4o
.gahaﬁ}!l

1Az g 9 Coed) ASie
Aslatly 5 glail) (palill pUsS duals (531 Hgall Jga 995 dssalead Alsihio Giaall - s
aaa (58 JS ug eolil) bludl Jlaa) (o &Ml & SIS (edaalaidy) daiill S
AY Y=Y 5 sl A asLall Slaayl at) il g g ladll 138 S an,u;m.;n
8, g idsilanyl Sl aladiabells g ( shlaill g o ol (gt sle Sl asia g
(9Ll Cralill pUad gad cle Al &l yudi R Jalat g (5o gaall (o3 yadl w33l divia o (30
o0 waanil sl Jod) Hlaaiy) Aslas Eaall aadiun g dsaiill (S 6,999 dSLalls
Staay) dabl milill g rolill glUad ool jlaiioal aaa (40 IS e (rolill boludl Jlas)

Jdslaall
ol Ol 18

FY ) Cpiand 811 Ay o Saall J gla
olill g ol jlatienl paa e (ralill boludY  oalag) il agag 1 Jo¥) dud 3l

Jaslabls
st bl e ooyl Jsids (eolill bludl ool 5l aga g bl dus &l
Aaslaall Jlaay
1 S pm;

S (o] ol iy o5 cdtiangrho g Cual) Ao cdtisad] g difal (s douias Caal Ty
Lol o gl dus yalf ASLak) (S 5 glaidl alill § gew £l Jgliis ¢ J g¥1 Esat s&alas
Jalas Gl Eal) J gl g o i oIl SLaiSYS (S (palil) £ UaS g9 7 puind  SEI St
shat) bl g pUadll &l jlative) ans (g (o glaill (rolill bl Jlaa) (s 48l

ks Sluo 93 9 AodAs Sl widy al dslaall Maay)

75



Y10 yigisi— A VEYT danl g3 ki dlg () saall | @]ﬂ@&g

A3 g2t Ao yat) ASLILA (el Bgw 131 : J 9N St

Jauaal @Y VY le (8717 AU gl Al Alall Jsls.d|3| (s polilh g Uad sgui
hu}&l&judl}mlemu:&mquyaaym|3umu5A3J}{3thla\\5;.
d|3m¥lehu‘;eo.lsl&.llu«.au|tthsuuul:‘ RS ERREA CRAVE S HVAL F Y WP
oo Al i (alEi cpalill S ¢ 95 (o (sl 43,508 JIS3 Y ¢ oI gY1 5 glad g3 J1 Y
s yLa g A gl dus yad) ASLabl o g8 9. oSl s gaidl ($ 3051, 3 gu¥I 8 yuSua
LI Elelal A (o Alall gomy[ olill () geal La.IL; Lislleg sunit] du yall
Sl Jgo sl olSud g syl dgSiall @ gl elld S Las Lisads 35 ghait) Liadas!
Laaaill ¥ basuusi S &3] piiy) llaliall 299 ISy LS sl Sl g = Sandl

MMIthbSJl}quLa.g.omtscLauYI uLa.l.a.cca..;.n.m‘ga.*a.l‘s..\ﬂ

Cilalgua] o] (o 701, A dsuis Ao gawal) dus jall dSlatl (§ 5 glasll Crolill ageus
cuunaa¥ eV e ale (3 Suyel HY g0 HLile AT diand Cudls (3 g ¢ hlal) SIS Cpolil)
Cpolil) glad sayg (AT VYR ga 9 oyl diael g3 Kladl JSISAH Cpolil) o A5
uLGUasJ.tﬂ (3o L2yt g aladl uu\Ldl‘g &l ylacadl w.ah‘g G;o.auuhuads-h:-ll Cl}.ﬂ_\
JOA 7YY, 0F ASLatl cpalill g Undl 2iish ) cpalil) boluadl  llana) gai iy a3 g .1 gad cpeoli
?Ls.\.uogAj’.udl ‘;lﬁ-“ a8sl M}a‘a}mj .‘QY A\ el.:‘:éhsst:uaul EJYlulj.qul
ey g . & gLaill Cralilh S i 430 po () 9318 Y 8 ASlat) S (prolill plad paldii oY e 0¥
2SI ouall (rolill oy ik aa g . il b s ) A gaall das yall ASLab) 8 ol g Uod
AY W ale (3 Las duiast) cpalill boladl Jlaa) (4o 70Y, €7 dacuis aguu Euas dag b
o1 & gasall JIA Y0, V¥ 1 gah coalill gl yud g yual il 3kl g Lol diny i s Lo
@l bl rali (s AYI Lual Y1 S lat) Sladdi ( aall (polill JJ) B3LSYL g s
(ol g oawall ol Jras g Jlanlh (1aa 923 (roli g (k) Sl Sghl (rolill g yail) 0
OISy & (rolil) g la3 e asgl g . ASlab) (8 (rolill £ Uall dacasd y cilaiie &l jlacall
SlS pulil) 034 5 gaieads 9 Ayl L g3 S puls g Bleuso A5 yudi g A glacill dS pll) 2 oA (5 S
it (rolill bluadl Jlas] Ena (0 769,41 43 geal) duaad) Jlaa] luad e A3
(ste Aeudlk) £ 1405 5L Lo gaeall dus yall dASlat) (S (polil) pUad jaaiag VaY VY S Las
:2013 Global Takaful Insights (2013)Ernst & Young :a¥-\¥ alall lall JalS3ll e 35505 iyl 5a5E(R)
Finding growth markets. [Online] Available: http://www.ey.com/Publication/vwLUAssets/

pdf.  [Accessed:.2013-FILE/EY-global-takaful-insights$/2013_ET_Global_Takaful_Insights
[2014 ,10 .Dec

Goleall a1 (V)
oAU ool 3 g 555 (Y- VY ) g smad] oyl il 3o (V)

e

76



901l 0J939 LIgL=ill Urolill
dyagull Gyl dAloolu

ﬁjﬂ@gyn | Y10 ysgisi— A VEWT daadl 53—l A ga (¥) sasdl

L=

st sagrall (orpall WS A §o culs W89 .8 puiuall SISl (o 48 geall duaal)
U sy Bl e s o8 (530 a8 bl 55 91 pasii g aaalT e 31 iy
S 381 99 pgo gUad 943 (b gll sLaiSY I S diaslins Buba) gyt ganl) e ALt g

-Jaglall st

d.\:-é‘:ll;d.n.a3&:uél.lluu4&|ca|3&.d|J)kéiﬁjahi}déd}adl@mmléw&ﬁaj
Ll Jlan) il alladl g5 1 gad 3 gusd) g peul anl cllis (9l 7 Y8 3 gan 8 (5 g
a7V €, € o145 ¥ w0 gaea Jlay HLlo YV, Y (g a ¥\ Y aladl o6 g cuist
Ll g aY¥ e\ v aladl S 2uish) bLadY) Jlasf dasds LjlEg a ¥+ V) alall S 7VY,A
Lawis a¥ o\ Yalall 8 (ralill 3 g Jlas] (o 70T cauall inolill bolud] Zasluws il
AY V) ale ULy Hble 4,V Jills gugae Jly Hlle 71N, Y ) Juaal 717, Y B0l
Lol .5,y cauall (rolill ol s Baadad )oY+ T ale (po lus 31 £ 43,1138 s jaa g
JUy 09sle AR () sl 70V A dacss (3331 B3 HLAaY) g dalasd) (roli ol Jlas)

SVl 0 gele 440 AL gAY+ V) aladl oluudl dlans 3,0 Y+ VY ale 6

Y Tale ZTY, € 00 BIBAY Jazo g 18 5) ASLablls o glaill (ralilf cililas ol 9T 93
Badg.a¥r VY=Y 05,1580 (35 yus 0l ) bludl Jlas) sgaiig TaY VY ale ZVOA
Cpeoli ad aladl (olih daly g Balall 038 (po s Al e 3 gadiun  auall (ralill
sl 9930 ol cralill (3 a3l aa e Jalg duiaie dasluss dl (31 HLASY) g dslasl)
Bad Las () a3,y Jgaadl ,ad)dad daolaid¥ ciloladll g culiiah) alias J giu g disal 3
@b ) e nolill g auall (rolill :Las badS (ol e aSLakls (nolil) boliks S 53
St o aY VY ale /0¥ gai cauall pladll S duist) blad¥l Jlaa) culis dua
LS b (rali Lt o8 g oiish) blud¥) Jlaas culia g g Uadll 8 g SISt bolady)
(s>l (pealill (8 55 A1 138 Y+ VY aladl S g st boladYT Jlas] 0 YY) gad
S A Lialill Silloliinl) (8 (rolill ana (40 yauS JSudis JI5 (ls b e (nalill g
blud¥) Jlaa] cidls duas (b ) e grolill g oawall (rolil) bl e dsanl Ja3 Y
S L ouist) bLudYl Jlas) (o 77eE gad Gilslial) e fralill blis § (g st
‘;A.BJL';.\‘Jl‘ga,gLquglsQ\.aml bl (8 g st boludY) Jlasf osliag @Y\ Y ale
laal o /¥, ¥ ol (s AN elualill g &l gadl e (ralid) boludl Jlanf caalig /8, Y
) (90N Y alal g S LU

bl gl (1Y)
oLl gl i (V)
el gl uin(V£)

77




AY+ 10 i gisi— A VEYT daall g3 jhad A ga (¥) wanll | ﬁﬂﬂ@%ﬂ

L=

(£)pY* VY=Y e e Juslill LI ¢ g3 coanns BLudYT Jlaa] gy 65 (V) goad!

LY g dsland) eliaals s>l el dalad) cslissll) &l gacall
3.7 26.6 69.7 2005
3.1 32.0 64.8 2006
3.8 35.7 60.5 2007
5.4 44.0 50.6 2008
6.9 49.9 43.2 2009
59 53.0 41.0 2010
4.9 52.5 42.6 2011
4.2 53.3 42.5 2012

(RY V) u gl o3 yall S8 dis §o : juat
I g greadl § gl anl (5 gius sle AEISH BLudY) Jan (8 gaill o p M Sle g
I3 ¥ (bl gl Jaa] ) g st Cpeolil) Bluadl Jlas] daa) 3 geadl Bas ¢
GsLu:Lial o_,.n‘ﬂ ol &l gacull J)L;uuul@m*ﬁaa«dyul S §aek) (g0
?Ls‘_,,s/nv/\buuu.;..lwmdju@u%uj A diaad cils (5 gaeadl gandl Jaso
S ) Crolill Bae 8 GALANYS Cuva pa g Y VY ale (S0 A0 LlBsaY Y
(SHan] O 055 53 Lo g Aadlt) ALUEH &) gieall JHA ASlaall oy okl bl (o3 yausl)
;u@zw‘~v&g(gmuxi)@ueg|@g| Sl ) A g st ol bolud]
8 eyl o) milll Jf rolill bludl Jtas) of (Y)Jgoad mdgag - Ma¥ )
Gl palna ) gas i )lia wis (Slg p¥+ VY=Y 220 5 380 JNA B las Suly S dslal)
WJE Jasw e Gyl gl ool jlay) A gs Jalde S ALI s23 e aatl 234 H18 PPESTEY
o 9Ll Cpalill Fuaals due gill g 7z 9 3 0 54 (30 S 3M) Jisd g0 (531 oYl

ol gl (Vo)
oLl gl Gan(V1)

e

78



901l 0J939 LIgL=ill Urolill
dyagull duyell 4Alooly

ﬁﬂﬂ@g@ | Y10 ysgisi— A VEWT daadl 53—l A ga (¥) sasdl

L=

() o Aol glill ) boluai¥) laa] (Y)J gunl

ey oot bl /bludy) Jlaa) &l gacall
0.6 2005
0.8 2006
1.0 2007
1.1 2008
1.5 2009
1.5 2010
1.6 2011
1.7 2012

.‘aY~ \Y’g.:yu.dl ‘;\J’JI Al deaiu §o 1 juat

(G 9lalh el Ae Lo (e Ald 319 (01 5N Hgkal

08/\ ady 54159 A8 o glaill Cpalill ol yi Aul yo pUAAS Al AaSU) jluwo] Al
dasyadl aslat) (G u«.aL\.II Jlasl adldil (a¥er €Yo ) g an VEYOY\ oy li
il Sglanll fpolill oSyl dudl o allad il jyal paudli (Sasg.da gawall
) VAL LIS S Ayl

(8 USut) g La3lEll &l yill Lo greal) dus al) ASlat) 8 Crolill Ancki] duylaas racs -
sy el f5ulas o (3 Las 5 glaill (palilf U (85 5 Jans 3l g cdslats
0B 5% Ol g Aale Ladluss 3S i (595 (o (ol Sule) g Cpalill A8y (Sl oy -
£ 989t JWI al y S YT i Las ol Butel g cralill Jlasi (3o (5T g1 30 ! uluadt
Cpolill Bule] 3S yuiid £ g8ukl JWI (pal y S8 Y LaS (50 9o JUs y (s galo diLs (4 (pealilf Syl
£ 9a0 Slaidl 5 pulic (46 48yl LIS w35 0 j 92 ¥ g s 9rm Jly O gale (SSbs 0
Alblial g £ gt Lllac

Balels al 33l g ulSI iy ) adlas £ gana (o /¥ + (he JA Y Las BLEIAYS 3S pulidf Ao caay-
Al (polill Bulef wie aslatl Jals Y e cilSI Al g gane (yo /¥ diswd Lo (ol

(pY V0 sale V0 el a5y ) sl cpualilh s — g sl o yall B L 3o 350 gl (V)
http://www.sama.gov.sa/Insurance

79




Y10 yigisi— A VEYT danl g3 ki dlg () saall | @]ﬂ@&g

G

po Lol (AdATs 9] (8 uiilen pgl aBall /) + Al a9 Lol (Gdluadl (RSN s g5
patlea) JAo AailE JI A0 ¢ gred 794 dined Ls Jaa 3 g (Al Al

padicd o cralill sulel g polill dSyudi o fpaiy 8 (320 Gilallaio yady Lasdg -
350 o) Alan dylan (1 yas 138 elld o ) Lo L geol 3 9811 5 il &Y ano g GLEISY) yaslas
FW S 09 O Gladl jLaiid) b (o guads Bl Slpags cadgy
Olad (s a1 orlallais can ol Las . § guall ol Ballas g s s g 53 45 ullf sl g 34
—fpalill § uolaial g dulilall obluadlindios (s (g (o daof dalas il ylas
) I epolill AS puki dndin] Ao (po BRIl ol 9IS (g0
u«.aLdl&Uasssd.u.aLlllLds.llulMthMlMl@Lﬁ};ulfﬂwnm
(9Ll 73 gal (68 g ol el Jas3 o (s graad oAl S Ao Lo il ASLally
J}a;.lla:u:uul uynmg@umu‘@y.ul@jw|w.au|c434.uus53 st
Mdﬁnysﬁ‘muuuu%m%ﬁdlwm‘g u.a.:mlgshaua/h sl
Wundm@a.uwluts,mmswwwuwﬂu S s B Caalls 08 g . 33 o1
J8Y) (o el elli g (s ganall o3 glaill £ gl Gaudad M1 JolSIs Jgats (5] 53 glasll
a.u,,.n&aigwmgiwums,wassd@um,wj AYNY il e
9 IS cpalill 3 gad e Yals Calidy g3l (9L 3 gl A () Ciay Ao gl
{3908 00 sugreall Figall saas Lo pal (ol Lasd g (s ,AYI lalull (o8 Gulat) oodluy)

paabat) J) gal e 3L oI clola J) gal Juad & glaill cpalilh 73 gad bo yicka ¥ -

Ao B.a.)‘,idl‘ats;ita&l‘glaolsﬂlalJmelQ‘gssdi.ledg‘:!.

Eus‘,ummlsﬂuhm.sj;‘g(sayudlcdy.dlb fa Y -
Lol b1 Crolill il pult 3818 985 ) (B glasll (polill ulS yuli 48 50 (315 o yichl Las
319 Baw (8 £ Ol g SN Il gilatas calas o gacal A yall ASLal) (o Jasll
Jals £ 9,8 38 Opalill Sols i () g3 rrana ¥ -(315)3 A 952t g 5 grdl AL
A0lSo) pue Cila (I 138 . gagruall (o pall G dusc §o 3380 9o () gus ASlabl LS g
A gl Lgstais ) gl (s AT ol Bulel gl (ol Sy o daa grad) el il glo
ol s LS 3 305 LaS (53 gandl (o3 pa SN Ausen §o 381 g0 e J gunanll () 90 g Laguu]
ClS il (53 ganadl (o3 yall STl Aussca o 5 5059 - (s gl ZeYLs A4S glas ¢ o< o (el

Saudi Reinsurance. Homepage. [Online]. Available: http://www.saudi-re.com/ar/ (18)

2014 ,15 html. [Accessed: Dec.v-reinsurance-market-ar/saudi-market
Insurance industry report. [Online]. Available: http://www.capstandards..(2013)Capstandards (19)
[2014 4 pdf. [Accessed: Nov.2013-05-20Report20%20Industry%20Insurance%ocom/PDF/Saudi

e

80



901l 0J939 LIgL=ill Urolill
dyagull Gyl dAloolu

ﬁjﬂ@gyn | Y10 ysgisi— A VEWT daadl 53—l A ga (¥) sasdl

L=

s 51 ARt (g 5 (s gaad (0 Ll 90 (y0 S e /¥ + (panis Ligan sl
1S b LS (0 greall o3yl W) duses §o (30 8 yoliall =il gllf euls yicd 2 ¥+ 2 A ple S g
Adluab) ) 95 Ao 5o 48 yudi g1 Lal.ale 9l 7 s oS Wgaguul (o 7§+ 1 slas el b Cpolil)
aing ple (ol Tob o8 agul (o 38 7Y £ plas Ao LBl (50 grus clis Lgud jusY)
(ol (8 ilalas (e Aullh UL ks Ao ganad) dus jall ASlal) (ol il pub e
La5)l85 lae] S pullh (o colla 9. ZalL) 315930 Jghas Ggmr (sle (padluadl Gl g
(SIS el (paad SIS pbl) e (s LaS i) 550 slasy dalgall yulaall B89 dullt)
S yill sas adl ) 03 g . dsa grell dus ol dslat] S Jardls Ll o I uls puiid) (yo 3a8u5
?hneu@:sﬁr\‘,qewu«?ugaas,},m (o olill g lad S Jaall dad L
(8 Cpolill plUad ougedi A1yl jglaill (o ag e g Ta¥ eV € ale 8 ES i WO a3
swanl ) g9 130 Y g Ul G Y1 AN g o Al (5 giano Lo Lo gusd g A gauall
SLaTEY) aas po cavalii (s3I JSAIL 04l g 0 9o alal (Eile i85 8 Sl csbanill (e

ol gl 6 gai g Sl ol

(o ¥ ALaZBNI 2. 5 glall! (el £ LaB 59 : LN Eomd

OLoY ;8 g3 e Jamy Eua alal yiT () Sl cloaddl (yo Suanit) del gils (nolil) juiay
b Ladg BLiadl 8 dlaiat) yblAL) dgalge S aaiabl of B dulas g, LaaY) dhaeig

s o) aLaiBY| (8 Cpali g Uad ) g BsanY e g3

it g ol 30U HblAk) dgal 9o 8 GLe¥I yud 95—
Cndls gh) g Jlasd) A8 GlaiBY) g e laiad) g oudil) ) Eiw¥) 383 S rolill adl
el 9 agilslios Caald Al jloliall dadiy di gas (jSak) GBI Halis (o yaldillg
dle I 3418 dsd sl (3 &8 gl S Ml ) ga¥) y1d 93 8 cawall (polill adlos Euas
S L2l o (il g i g ol Y duallal LS 5,080 368 Ciaviol Figasd) dulall
L el BISE 58 g Al i g ellas Ls JS aal o il ¢ gad ) duud I ¥ ladl ydas

http://Www.sama.gov.sa :(aY Ve s s Y0 o5l 6,k cuad) JEI bl 1 e (g sacall o sall Bl T 3o b 5a( ¥ )
A=V 2l s3SI ol s caalall o oo saeal) T al) ALkl cpalall el s (Y V€) ol sann s i i sana (YY)
Y (o oo sl —ol call elll) Fxsla Y-V alall (o ol

L3055 (AT Y )aVEE - ale Jia gusraad) sl e o581 5 35batll aall cpaldll (Y- Y). aaall s 0 ellis (YY)
AN e (pY Y )aVEE s ale Ja g srad) slata Liliail)

81



Y10 yigisi— A VEYT danl g3 ki dlg () saall | @]ﬂ@%ﬂ

g5 gua wis HblAatS esbaelud (o S gl ¥
plaia¥l IMA (o dauall e Bl g B gl ga (rolill Lale o o3 S Slaal) aa o)
GBI e ars b gad g sl (s ginukl £ 45 I (59 83 Lao skl el g Sl gl Calalls
6l 5 polill 1 931 anl ual ool cpalilh wad g MAALI duiadlall I8 HAdAT g
PP (B ol T e W Ao dllyg cilalite g paiakl ol SU Tasbiss g Lol
Laalill S diatlus g (b I sie Lgiile] § o puudld k) dalaad) g HLALY paadl § GLaY)
Lo Lgo ,SI0 daaluaidl g daclaial Jol ge Bue (po ol (rolill duan] aaii 9. daslaasy)
5(”)94-3

(($LaiSY gandl Juama Sula ) g cda yuliadl oyl gb) daalis) Sl -

Lins (i B Gllaiicn o8 aguuslil ((olall g alalf) sl pUsil ) glai § ool -

20 (sl ($95a Lao gy S el Sl e bl oana ¥ ) ) el (yo aadl

-($laiSY I gasdl (yo

Lol ol Hlalinl) o w3 S ppalivtl gady el elill dail wgag -

~Aaslaia¥ duail] g solaaidyl gaudl (40 wa I (UL g (s sl

$ulaisy gadll asy Y
Slosds ALAINUS (4o elliy (gulaidy) gaill S (polill G Aadii] agud ol Sa
Cllis g e 8S yiST S olAt) Calide 3yl g lgae i gaill g Hbolak) J&5 g Al Aol o)
RIS ENTE PR WEN RS PRI VP PR NN USSRV RE REPL PRI
Aadinls aLdll Jlas¥ Jla iy crolill (80939 BuS 501 yud yiludd) ad dylaad) Julds
Bala)y gy Las (Cpolill Gl B 8 Jadis ciilS Lao el wile Ldal g el jbolio il

=l aoall Jsull Gdny lad Ll 4315 LSS cpalill de Ly shal (Y- VY Yo JUsT 850 5 ane & it (YY)

pslall LIS BLAIL e 5o 0 Luseun Bnalan sl 315 laall 31 5l Luialall deliall s o) sl (E (L a3

A e aY VY s Y el agle s &olatll o slall 5 Lulatsyl

o Lol Bt 5 oplil] ¢ el Aanlino ligmo (Y- \V)usans san sanas (KA Sl (a3l gllams game (YE)

NV V8 e Laleati¥) 5 Toles¥l aslall Lo ol gl

N G LT &S Bios Frolan selia¥l 5 Lalatd¥] Luaitll e 5 55505 sameall calil) (o 9hodas o Lalu(Y0)

(pY Vo b ¥ sl 6L as)doc. Yo i /www. tahasoft.com/books sl il e e

(26) Guochenand, P. &ChiWei, S.(2012).The relationship between insurance development and

economic growth: A cross-region study for China. China International Conference on Insurance

and Risk Management.July 2012 ,21-18 Qingdao China. P.2. Ward, D. &Zurbruegg, R.(2000(.

Does insurance promote economic growth? Evidence from OECD countries.Journal of Risk
and Insurance, 506-489 ,67.

e

82



901l 0J939 LIgL=ill Urolill
dyagull Gyl dAloolu

ﬁjﬂ@gyn | Y10 ysgisi— A VEWT daadl 53—l A ga (¥) sasdl

L=

™) galll g daatiny

rdaaliny) cile g pubiall duiaalill dudaidif jad 93— ¢

L] (s 9a Jg¥) SalaiBY) g g ikl i H) § S b Lad Gl GMole dlaa
Lol dale jloses J ¥ Jolall g cleid gi daladl dabidivat) culad gill (S g g g it
G guaill dacalit) daaall 8 g3 (dhole dacaliind SGI Lol dusculatl g daalasdy) Ludll
JoY) yoiall auiills Lol g g puliall Esuals (5 (S Al das LAl HlALL a8 45l da a9
223 Y1 LA (8 Ty o ile gyl () o glakl (pad AaaliaiBY (5 gaall el yo yuias 549
JUS 5 9us p oy Crolill () el S8 S paiall dacidlly g . duolaiSY T L) gaa (pe STl
P81l a5 13l g i LA 91 s gusall ud ol (o dalaadl 1S g J LSl yo 23 (S
0 Aalandl g Aaladill 58 3 (po palill ds Saaiy U g (8 yblis Lalie] (oa By il g el
o g Baan Aaali] SY¥las 5 Jgaall SIS 5 of S3U Ladls IS ells JS 3 yuiS Uaal]
S LY Ll 5o M J g 941 (I (550 s po¥ AilS il g gl (o8 g 9IS g 21l
Sesle g ydikf ellid daa iy ) 3 ,ulll 3y ) g (peund e Jas g

bl gy g8 -0

Laif g Banlg o (8 38 ,50Y Euans Jolal) (o Al gheal) a3 (M1 (ol plS (505
138 5 clgao (S it g ol 38 il catliss (po () 9SIT (Al olll (30 25 ganns clo ¢ 5953
LaolaidY Elose B Llanis Sl Siluddl (Aadas 9 &) oS Sua Sadas I suds yo¥)
PR FRENA [ WY @mn{s,t._gm Jlasl g sal W89 .5, laill g JlasY eldieg
855 BaalaiBY ) culalladl) Al (I3 ) ganaS sl aslill ) g Ja3a3 (Sl (B gy
L Jlolatf g yleadid) JalE daeolit| Axisslil) dulaisl)

ol ol gyl Ja ga3 =1

(o (A9 s gaill Aol juluakl anl paiaolill eulS pubt yac daalaiSyl eile g ikl o gali )
sa8 (58 8 23S ) 9l (93 gaand (] (peolill (593 S A8 911 038 (8 ol giall (Ll
Ol 9 ALy oile g 5l (po saandl s 9ad ply ML g peaiand] Sibens §a g ol 31 (3o yuss
Gl g ) £ L) gl allidl 92 9 S Ll a s (6 HLaiienY s g cpralill ol yudi p 933

(27)Brainard, L. & Schwartz, B. L.(2008). What is the role of insurance in economic
development? [Online]. Available: http://www.zurich.com[Accessed: May. 2015 ,8].

s S35 g Bl 5 — i sl L) Baa 5 cpalil] g U3 50 (Y VY )asadl s 50 5 metlnl 3505 (YA)
oapeill o sle 5 &olatll slall Luliai¥l o slall LASALAIL e 5o s Lo drolanr oo olead) sl 30 (N oo Joe B35
AV G m el —aYNY iann €Y

s852Y £ V) e Db el s LW eyl dlas . oloanills G311 o b eall el (Y- ATl pane JUEs (Y4)
A e a YT

83




Y10 yigisi— A VEYT danl g3 ki dlg () saall | @]ﬂ@&g

.(r.) e

184Sl OrleLieal) g (il s (s deudlit) §aas -V

L, 9l Clidl) sal 9 (atit) (o doli g 3 guall (8 Adlit) 383 ) dud iy Las
Jol gall aal g (patitl HLS Ju§ (ho HISEaY] (yo paiat) dilas g ulaid¥ g I 38
Jlual Lol g ulaidY Lol (4o yu8 528 g3 94 Aalall Ludlabf Lins 3a8as (S duawsd )
&aald o OSas Sl JUQ;YI (0 B8 93k sl Jaadia o oy S g qwl.s.ll S (padiall
ol Agalat I ga¥) paas puss (Il dals (o8 1 539%s o (BIL g AualiWY) agile g il
daalinyl uly) JGIL g cle g it el (S L jLafiienl (I (538 S g (s3I yo¥1 Holat
™. @ guall 8 duadlit) 38 g

1l 891 9 cilewcs Jall (alaiB¥I ) Ficay ) g (oY) 8 g5 —A

Aladll Sdoola dusluall g &y ylaill oile g il slaoal o jldiy (o aa g3 Losie 4 el
@l @.\,‘; ST Jaadl e aglld) (5950 S ge ducliall g &y ylaill agllac] (4o dlaiak)
Jaas S8 ()9 ST gl da gl IS Lals daslaiSY) esle g bl (8 GL¥T da jo el Lals
‘a;munaljsﬁuwbdbdl 138 9. (SulaiSY )l i) dalas ooty (3 yo¥f) cdaas I
Jrani (o 1393 Lielaia gi Loluatll iy ganll Aackill) (das duylas (& Gulill o sl
Ao Slaall elas g2 4 g O aliions 4l (50 all Al g (palill ol ale § (UL pgasi
9994 (o8 Sy Al g Buasl (po Cpalill g okl s gilas Jany g o 5 a8 Al Y
930 el Gls J g3l (Sasd dale g dnaial gl sl adill ool dlile g i pLAI 9 5 yolst
8Ll g il g Buask) ot () Euas gl (5o B (3 985 (58 5 50Lk) 7 95 S g A8 s )
T il a3 Al gl alial) A ags S

&0l gall g HUAY (o S o glf daais -4

Sl oY Jlas § dola g &l gall (o Ll gl 3kl oo glf Eas Cralilf cilian aigs
ol Y1 g S Jileu g g Elasdl Jagal S Alad Lasluss Al Enin§yall &9l ga g
el daih Guad Al Filedd) (o sadl Gugs el g HUaAY) el Cias dadsS § aaiaall
™. &l gl

ATV s VOBV saall s laiBY] diao eIl Luatil (Y1 V- )il sgan o 2 (T0)

(Bostite 58 Ul fale Ulusy 31 3a0 Ula Lo s Lulas¥) Ll (3 cuolil] bl 50 (Y- V)dIss wuldl (TY)
FAYA o oo oo Voo Ve ihall dasla

Lull) ollhie 3uins s Lueliall Lussall Lol ol 8l aes 5 o550 ralill (V01 )eal Blidisos 35l Jsan (YY)
Zaelial) ol Sall Leasd ) olon sl ¥ 5 Ll < s ol L1 BT I e oy 30l At 5, Lt ¥) —2iaall 5 2l sl
AN o o el Y Ve s b AV B el sl 8 el ssall g S g Lla

NENY o o Bles g o LoD b (YY)

e

84



901l 0J939 LIgL=ill Urolill
dyagull Gyl dAloolu

ﬁjﬂ@gyn | Y10 ysgisi— A VEWT daadl 53—l A ga (¥) sasdl

L=

e laial) Glaclud) d81SS JA48 -V

(8 030y (S gl Lgosls ) Auelainl lseLiak) AT (B85 I Cpolidl (505
Al b gl (ASA S g Liya LS Jaadl (e yaall I a5 Sl &l gl
Tl sle AagSall B (o Sy A ol S Ao gl A1 g 5
Bladl als e olad) BLNYT al 35 o Las . gale slaie¥) (ol Las duclaial | cloaddl
el cilditak) g dselaiay) cilaelill e oo gSall GUBYI (Au8AS Jf (55

09 955 1l (yo Cralil) ot dagh) daclaiall g dalalily| AU gl (o il clling
Oy it s gaal GILo J..ua.o 39989 abansyl @ o yLaiiy! Ehs‘pu Like yulas
Silaslabl S o Juddh Saus Jias ralill g . "iighl g dsadadill Sl ghek] dasiy
1Y B Al g opalil) pols S e Laial] 9] BaalaiSY) Bl (o ¢l gus s lainy)
AT LI dae g3 (M) el ug2a9 lgh galiag (Al 431 gdll g LINL e J guaadl paiad)
& yao e sl calill doud aulls g (o 51 0801 (o Lgale BLEYI aly Gua (gale J geaall
S pats Cpuolill AU ()18 e Laia ¥ ua il (yo Lol . Auolalf dilaluiay (86 g g duud o
i 1309 Buslise gi daie uslg wadicuall s S J o) Eua Liclaia ¥l olasliat) aUss
Sas sl £l yul g ralil) 3845 9 8 80 ) Il Lo gyl 3823 3 yanas SBEALLYS elli U yo
) T alt) dad g g waiieat] dala

Cralt Ioludi Sy 48 Hlatt : SIS oL

Al M1 ot ! ZELY 9 O Lelliw™) (r g
($ LSy ganll g crolill delius (o 3k 9 Lol 3 g g dlluadailf cbuad jull (Aas Caads
oelal ale gdull giae 0319 ledulag] 59 pusaiinlill delis Hlasyl Olg
slaid) e pugals olaal Sl L Sl 5,900y Sileaddl (o Laa,luicls (lgulls

Lo Jae 8355 oo 58l 5 ol cpu sl e eld 3t ol s e laia¥) oy lasll 5l a5 ¢ B3I (Y- - 8 )as poln (TE)
SER PSR-\ POE- 1 SELISWURTS SEAE WRRTCE {1 N1 RS VYV |

Ootbiadl (g shead) ol Lo 3355 poliaTY) Lghaanl s Bl 5 cplil) wlS s BLis 553 (Y +V)uaY) sand waadl ase (T2)
¥ ool 1 BN g el S 5a AVEYA A1 (sulan VASVT s sl SLaTSY) dunan i

oo s Lol 5o ropaaads (3 1Ll 5 cpolil) U g i ) a3l Jalgall il (Y- - )bleds Juaa Jund(T)
Lol s lad ol Bl (530 LoVl daalal .5 5 53 5 el Wl BT 31559 cplaald 3 g 3 T pull cpalitll 1S5
Yo=Y o o Jlae ¥l 5] s =3, Lasll LK

85




Y10 yigisi— A VEYT danl g3 ki dlg () saall | @]ﬂ@%ﬂ

bludl (o bl ) 3% s ga g (o @8l o Eadl 132 S yug .M I LS yo g A gl
Loyl Alaall o) bl g Grolill plad 8 o jladiny) anas ;,5.33 (gLl Cralil)
(OLS)dgaladl (s jradl cilas ) &yl pudieaig .aY o Y=Y 00 55800 JUS dao gl
(o9 (JRuo yaiieS (polill boluadl (o 330l (sl S daseandl Hlaai¥) dslasalagy

oun e S (pasls (o yaiias Janyl Aol il g o jlaiif ana

ilad Al HLaal
ol ylaiin) pas o (olill boludl G Gas 9 Baajb e ugag oY dud
(Slanl g Cp Lallall a8l JSidi 8 Alaseaal) Hlaaiy) Aslas aludinbs g e Ul 138 S
okt oS () gSuisalill ol Jlas g crolill g Uad &l jLaivl

I=f(TR) ....ccccevevccove e (1)
e Las ol pisiall a0 9

TR = (polill Lol Lo

[= (ol culs i ool ylaion) Jlaa)
GBI sy )5y guo (S Halak) L3h g

I =Q+BTR+ €eceoeareceareee (2

glad S ol jlatial) g cpolill boludl (pudan 9o daaylo 33Me ALsa (i AL i gl
@l ) LalS (ralill ol ol ) Lals Ol (5 30 8 jlaas g dailan] AYa &3 BMe o4 gasolil)
oAl AVl (s gius g b Aloayf) dass Hgla (£) 9 (Y)pd gaad) (o - £ Ualll &l yLaiicl
138 v, 00 (% J31 Beta asd (po (¥ ALIERI . Sig dasd ciils 1316 Beta dasd dlyu jLaals
S Slanyl Jalaill o Liad g . dxilan) Ay 93 S (i dl aadll o3gd Juldh yaait) o
(S50 igall o e las v, 00 (e Yol g (s gane SRt yudibl Jolas G (¥)J ganll
glads o jlaiin) aaa (3 pdill o 78 JJIga o T+, 885 gluws waaaill Jolaag
o gela ] oS 53l (e 7% (Bl Cpnalil) ol a8 Bala 3l () g ol

g9l S Lrado yaé ol yadiio

(37)Akinlo, T. &Apanisile, O. T.(2014). pp. 123-121.

e

&

86



901l 0J939 LIgL=ill Urolill
dyagull duyell 4Alooly

ﬁﬂﬂ@g}q | Y10 ysgisi— A VEWT daadl 53—l A ga (¥) sasdl

ol S el jlaiientl) Jlaa g colill boludl cps d85all Hlaai¥ ) dalas (Y)J guads

ay D.W Jolas ddlaa) Ay Jolat) it
ddilany) KPR t s bt Jaicat)
0.000 1.6 0.94 7.532 503.091 0.311 ol
ol

laay! Aot milill g crolill boladl (pu daa 9o daa b d3Me 3 g g A dad Al
st il o il aSNall JSiE Ol Al jlaady) Aslas aladibig
sk oS () 955 (polill boliad] lans) gallany)

GDP=f(TR) ..ccce e v e (3)

ol Lo ol pudiall 50 9

TR = cpalilf boled Jlaa)

GDP = Jlaay! gl.;.ll“c.“‘u.ll

FJEIS dadly ) 5y g0 (S Aalal) ST 9
GDP=a+ TR+ ¢€.cccccccecevveve . (4)

bl Gl (g B glaill (rolill boludl (o dua o daa sl d3Me LA o ESLEL s
($ 5320 ~Lolud¥  Jlas] —Jiiuat) p3ik) Jolas o (£)J gaadl (0 s . dSlaall Jlaay)
iluan] Y9 &3 G Rk (o 33N (5 9 o5 $320 73 gl () SaaLas ¢, 0 0 (40 Yol g
ton eyl okl bl & puasll e 28V I ga o) 5T+, 8V (5 glos waaill Jalas g
2 ol patie ] Lgela ) Sas adll (g 7F (Sl g Cquolil) Lol Jlan] (S a3l )

Eigall S Lado

Slaay! okl milill g crolilh Joluudl (o 33Mall Hlaaiy) dalas (£)J ganl)

aysl D.W Jolas ddlaa) Ui Jolatl a3k
Lilaay! sl t s bt JSiek )
0.000 |2.090 | 097 | 9.430 | 14.776 | 24.952 | bl
ol

87




Y10 yigisi— A VEYT danl g3 ki dlg () saall | @]ﬂ@gg]

1AL

5ol o6 Aaaluatl g SolaiBY! saill punddis S Laga 1590 o glaill cpolill pUsS Coaly
Gadat 8 a3l 638 il gil duo il Lo oIl SLaiSI g3 Las ¢ Jlaayl clak) ailil)
Sl 5 g doladf Aullh) o il (o JE LaS . daolaiSY ) daalkilf ole g i a8l g
g (polil) boluadl Lo (ns das 9o daaybo A8 w92 g Sluany) Jalail o ds pat)
bludl Jlas] S sabll ) g (Jlaayl Aokl milill g e Uadll 138 S oo jlaiiw¥) aaa
3539 - laayl ladl gl g ol jLaiien] o o US (ol Aol 5 gucs 5335 ol
s 5ua§.|] &.mmhs.al.g_} aslat) ot o glail) cpalill g Ul dsaslail) Eissl) 5o glali (4

s 91 LIy gaiill S1aaY Badat o, 99 ujaig ey cabl sl

AL B 2 Ol 501 @1 3 93

0555 Y S Susand) & gaiill il g phall Tl aill yaluah] g 953 Aaansil fice)
s gSall cilgall e Lise

£ Uil 13gd &) jLaiiaal Bulsy (I (59 53 Las JSISAIN poli boleadl 6 Bl Il auatii.

Ay gaiill Cule g i) s g Manyl ookl il S diaaluadoly) SJEIL 9

ol delual dsaddiilf dhasl) & g8 g 431 b1 g BI Hif) Lalil] 4 ghais alaial¥l.

Ll 2alidY) (o g Liadill mil gl (po o lasll Al)lg ASlably 5 glasl)
Baaial) due pill yaladls oI 55 g - Asadlesif) Aoyl Lnsl gud> g (3 glacill palill
L) Sl fall daal by duwlatl diaa:fis duighly daidll olgadl o

.(AAOIFI)dasdusy!

AU (yo La8as (Sas Al aSLbI g S glaill (nelill alss dsaals oo 9l Buly).

SAY Losslill daid¥) e (polil) Juads ) daladl 9. & gall g aaiatl g ol 83U
(sle Cralill g syl polill g cculstiak) e cralill g ¢ HLaaY! g dslasd) (pali : Jio
09 56 o 335 cany BURALI 134 (4 9 - (ol i Lavs (4o LA i g ¢ seanighh 510y
SV g dalandl S dsliall 038 adlio wasli g paiat ) il pb o duiaalil) 2351

(SAY CY bl g dsluall 9 5 jlaill 8 dlaiat) blal) (5 gice (yo Jallill g

@Y lave ol yY (5 glaidl (polil) £ UnS paands ) dolad) deubseall da g3 ] 85 9 .

O3l pulans J 99 (o Lo guads o guadl s dadladl gasll o 8 S J gaall g Busaa
Boglad) &l Jgall duds g o2l

B (sl Hullls Gilaiie Su g g 5 glaill calill cload Glad s 95 M daladl.

\

e

88



901l 0J939 LIgL=ill Urolill
dyagull Gyl dAloolu

ﬁﬂﬂ@gyn | Y10 ysgisi— A VEWT daadl 53—l A ga (¥) sasdl

L=

oakallg a1
A pall yalally gt b1 : ¥ i

O las taa) gill g AL ASEAN H)a . coduayl (aolill (Y41 Y)asle all sasi .

(&S Gl laieul g rolill plad gad s ) daa§hI Jol gall Jalas (Y42 8)bole [ Jaan Jowal .Y
Ul LIl G190 (poacsld §gu (8 dajubl Crolil) oilS puir e dadaala dual o 2 (poenld
35100 pead ¢ HLailh ALS Laladf sl jall Bulas 3 yas duodunyf) daslad) .5 guliie pué pricuals
Jlasy

el Allew ¢ il jad) ALs el yo 1 30LaiBY ) duaiill oS il oliis 5 ga . (Y + V) ) 93 Sl Y
Pl 18, gtk

YN eV 84Y 5l S hadl ( galuaiSY) gaill e iliaalill Hga (Y0 1Y) gl SO £
dasla . ghaill 3U1 g landl a8 g :dxiaalil) deluall Jga pobiall Jgall (It Jlosds Eias
s £V puaudill o gle g 4y ylaill p glall g d9alaliSY) a glall dals ALl e 93 (0 dass
A1l aY Y

219 Vo Bualarill 9 & yIa3H) : ol 8510 g Crolill (Y + ) +) Jis daan sam g Sl ye sane 1.0
Y olas  dall Sl g

Lacluall L jall LadUil) &) jalll acs ($ 0,939 (ralill (Y01 +)san] dilidiga 9 G, Jgan .1
ol S ) asdie a5l jadl Alad 8 LY —duiaall g dud gulf duudlit) cslallalio 3a8a g
Joull S i g patl glad A daeliall cilus §all Laudliil) Srlaasil iyl g Ladlit) :J g
A YN ad g3 AV Ayl

sl g3 (o glf SLaiSY dall (B (palill pliad 590 - (pY 0\ V)l wse g pas sl 1l (9,5 -V
(51 93 (s Anscun Aol J 9o el S gall (Filt I doulo Jac 83 59— yuna g 51l p 3y
AR Y VY pans £-Y L il a gle g d Lol o glalf (daaladSY) p gladl duls SLAIL

R git) e el 38a3 Gl g eelaial) Gladll palad o 381680 (Yt d)oaad ool A
Y00l pans YooV 8L celaiadl ladll o yall pai B ) doslie Jas 8359 . o0 gill g 5 odll
s Gl p gl

daols . dselaiay) g dalaidy) Laiill dulac S 6,909 oall (ralill (& .0)ded lala A
el ¥ 7l di g ad)doc. YO £ /www.tahasoft.combooks :das yl) oo =Lia . alaiSY ) dals, uiias
(pY*he

el | 4T g ML Crolilf delio Hghai. (Y01 Y)dun JWGT S30d g sane digdid .\
Jdo> bl Hoall Sill) | pule ans (L) guushad=(ppall) s adl Jgull s oyl
polall duls . SLEIL e g3 (o dusua daola . glaill §lST g Lol 431 glf :duisolill deliall
A1 1Y VY e £-Y L il o gle g Lol gladl g dsalaiSY )

daaladl O (sl 3 glaill (rolill d31E5 asal 7 3o Hlbf (Y + 1 0)asaill ellis (p dulalll was .\ )
Y010 s Al yiaad (55, Lo 9o eI Zadlasif) it yall g B pukl) IS 103 gl

89




Y10 yigisi— A VEYT danl g3 ki dlg () saall | @]ﬂ@%ﬂ

L=

AalaiSY (sanl g AStat) (8 Crolill eulS pudt Lolts Hghai (Y0 +V) yaod) sanl wakl e Y
Saban VA-NT L gaadl slaiSY) danand judie ualud) (s gacdl £l ) doulls duiay 45,9
s greall (Bl 1 SIEEN 3gd LS S 50 .8V EYA oY)

ey TS Y0 saall L LislatiSY) daas L pelill dsalill (g aall sgan (s agd Y
AYN

LS Sleat joll Ans . ibaaill g 481 il (o (S bl il (Y0 VW) lilals pune JEEs LV €
AYIY aaign .Y & Y ;o sl yall g

(&8 polill £ lnd daaluso Sl gae (Y41 ¥)a ganno san sana g (S HSuls g )l ilaas ae N0
FVNVEpo o Vg N E e LaalaiSY g il o glall dlas . (s geall S daaluaiSY) daaiil)

Ao . Silaanill g 31 gll 33k duy yall &l HLof) A ga (8 IS il (Y4 1Y) lan) sanne A1
04-10 4o A Y0 £t o dyaluaidl B

A gl dus yaf ASlat) (8 5 glaill (olil) (355 g g Aalii] as 983 (Y41 V) 8yl garsans AV
Lipallly &) Gensd) (s (Sualiill g (ISE cpalil) ciluscaBo 1S9 S9u8 JLaslis S
ALY VY ol Y=Y cdadadanl)

s yad) ASLakls (ol o Cullall csfusas (Y0 ) ) aaladl wue paleo sano g padis iy yudi sans VA
cAga greadl gl sl At daola L dy ) g3SY g (olill delis yal o | pudio Eaa . daa gacull

ALY Y alall oo gaall Cpolill (3 guu ya &5 (Y2 V¥ greall oo yall W) dewcao N4
http://www.sama.gov.sa/News/: JGII Jas) | e a¥+ 10 galo Vo 7oy jlis i yla ) sl . daa gl
aspx. * * 4+ Y pages/, news\ ¢ Yo

o gacall (L I B glalh ralil) § g ya 83 (Y4 VY). g0 gaall o yall WS duseafo Y0

o gaall (DL I 1 B glaidh rolill § g a8 (Y01 £). 50 gaall o3 adl WS A §o LY

PR PSPPI TRTILY

1. Akinlo, T. &Apanisle, O. T.(2014). Relationship between insurance and economic
growth in Sub-Saharan African: A panel data analysis. Modern Economy, 127-120 5.

2. Beck, T. & Webb, 1.(2002). Economic, demographic and institutional determinants of
life insurance consumption across countries, The World Economic Review, 88-51 ,17.

3. Brainard, L. & Schwartz, B. L.(2008). What is the role of insurance in economic

development? Zurich Financial Service, Zurich. [Online]. Available:http://www.zurich.

com[Accessed: May 2015 ,14].

4. Capstandards(2014).  [Online].  Available:  http://www.capstandards.com/PDF/
Saudi20%Insurance20%Industry20%Report2013-05-20.pdf[Accessed: June 2015 ,6].
5. Ernst & Young(2013). Global Takaful insights: Finding growth markets. Ernst & Young

Global Limited, UK.

e

90



901l 0J939 LIgL=ill Urolill
dyagull duyell 4Alooly

ﬁﬂﬂ@g@ | Y10 ysgisi— A VEWT daadl 53—l A ga (¥) sasdl

L=

6. Ernst & Young(2014). Global Takaful insights: Market updates. Ernst & Young Global
Limited, UK.

7. Guochen, P.&ChiWei, S.(2012).The relationship between insurance development and
economic growth: A cross-region study for China. China International Conference on
Insurance and Risk Management. July 2012 ,21-18. Qingdao China.

8. Haiss, P. R. &Siimegi, K.(2006). The relationship of insurance and economic growth—
A theoretical and empirical analysis.Paper for presentation at the 2006 EcoMod
Conference, Hong Kong, June 2006 ,30-28.

9. Han, L., Li, D., Moshirian, F. & Tian, Y.(2010). Insurance development and economic
growth. The Geneva Papers, 199-183 35.

10. Redzuan, H. & Rahman, Z. A.(2009). Economic determinants of family Takaful
consumption: Evidence from Malaysia. International Review of Business Research
Papers, 211-193 (5 5.

11. Richard, E. & Victor, O.(2013). Analysis of insurance practices and economic growth
in Nigeria: Using co-integration test and error correction model. Journal of Management
and Business Studies, 70-63 ,(1)2.

12. Saudi  Re-Company(2014).  [Online].  Available:http://www.saudi-re.com/ar/
reinsurance-market-ar/saudi-market2-.html [Accessed: June 2015 2].

13. Savvides, S.(2006). Inquiry into the macroeconomic and household motives to
demand life insurance: Review and empirical evidence from Cyprus. Journal of
Business and Society, 79-37 ,19.

14. Ward, D. &Zurbruegg, R.(2000). Does insurance promote economic growth?
Evidence from OECD countries. Journal of Risk and Insurance, 506-489 ,(4)67.

15. Yazid, A. S., Arffin. J., Hussin, M. R. and Daud, W. N.(2012). Determinants of
family Takaful(Islamic life insurance) demand. International Journal of Business and
Management, 46-35 ,(6)7.

91



o)ilg 0anléo LAl

c.oinoll dioll b

ﬁﬂﬂ@gyn | Y10 ysgisi— A VEWT daadl 53—l A ga (¥) sasdl

L=

o)ilg 0oanléo LAl

sl s Glaan jaids o
iy daala —.addiy () & yill IS S Slieud
(AY*10 /4/Y\ 8 uiidllssicl g a¥ 10 /A / YA 8 yuiidll ol al)

pa I (pans I dllf s
oasxle
) el (8 ,uisl) dy gaill Eaalall g Sl (8 dadl g ot cusll (J) sl 8920 o
LY 55 sl (e pediall (38 Y Al aolk) oyl gb) e J guaall Jial) Jaseall
gl Saall Lagas paduill g Jussll g Alllasdl (o (ogall sl 038 1aglg < pAu a9 ol @y
laio) caady - paial) Ll (B o )51 g disadl g ouiolia Gl Enia (48 sl £ 905 90
Blaiy Lasd Lol . CSugll 138 Balanil (A8 ) & gl Sualal g das I A 31 oLYL
LY b1yl el gla 3] 13 Llias 6 2430 (g § 5 g s AL 8 Aibeal cslua yalls
(Esalf Sud a8anl ddy i) &y ganl) é‘::\..\iam‘gla:a_,s.ll sl

93




Y10 yigisi— A VEYT danl g3 ki dlg () saall | @]ﬂ@%ﬂ

Summary

The call of Islam to earn reflects clearly in many verses of the Holy Quran and the
Hadiths and it is the best way to gain the material resources that are indispensable
for human beings. The earning forms production and leads to growth and prosperity
whereby the prohibition came from unemployment and laziness while discouraging
them.

This research studies the spectrum of earning by exploring its objectives, importance
and its role in the development of the society. To realize this objective, the research
depended on the verses of the Holy Quraan, The Hadiths and the very few previous
research works, whose view points are different than that of us. I strived to characterize
the Quranic verses and Hadiths in achieving the objectives of this research.
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Conclusion

To sum up with the results of above written points, Islam while encourage the people
to develop the economic stability in their life, promotes a culture of earning in Halal
ways. Islamic principles are obvious on the characteristics of the sources of income.
The opportunities and instruments for successful investment and hence, earning
income may vary from time to time. But, Islamic Shari’ah principles are rationale and
from the originator of the human beings and the ideas they have. Consequently, the
evolution of share holding companies to cater the people’s needs and necessities of life
on a joint venture basis and the stock market mechanism whereby the joint ventures
are undertaken conveniently, are in fact, an aspect of the common means through
which the common interests are preserved and secured. Since, the conventional
economies has predominated the world economy, they are playing the roles of price
makers others price takers, decision makers-others decisions takers etc. the story also
same in the stock markets’ behavior the world over.

Due to the ethical and Shari’ah non-compliant issues, financial participation of the
conservative Muslims was not done well in the conventional financial markets over
past decades. Henceforth, the jurisprudence of stock screening was discussed by the
scholars and opened the doors that were closed until then. During last 15-10 years
various indices have been appeared and covered the whole regions of the worlds in
order to ease making investment decisions by the Muslim investors.

Really, this practice has given a new dimension for Islamic jurisprudence. However,
there are issues require the scholars’ as well as investors’ concerns. While screening
process is being done with all types of assets some activities embedded the stock
market transactions are in need of more efforts and clarifications since, they have been
practiced even through the screened stocks but non-Shari’ah compliant earnings. For
instance, greedy speculative transactions like day trading, buying stocks on future
delivery or on a loan from broker etc.

Another important issue arises with regard to stock screening is that major indices
are technically managed and run by the western mega index providers although they
have Shari’ah boards consisting of prominent Shari’ah Scholars, which is a gap has
to be filled up by the Industry owners. It should be noted however, finally, that the
stock screening process only, may not lead to a healthy Islamic stock market and pure
Islamic investors, unless more considerations are realized quoted above.
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D - Frequency of Periodic Review Process

Index Frequency of Review & Announcement

1 DJIM Quarterly announced (Mar, Jun, Sep& Dec)

2 KLSI Semi-annually announced (May & Nov)

3 FTSE Quarterly by regions
(Mar: Asia Pacific ex Japan, Jun: Latin America, Emerging Eu-
rope, Mid. Est. & Africa, Sep: Japan & Developed Europe, Dec:

North America)
4 S&P Monthly
KMI -30 Semi annually (Dec & Jun)
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Comparison between the financial ratios applied by some Indexes:

Index Total Liquid | Receivables/ | Total non- Non- Net Mliquid
Debt/ Assets/ | Total Assets | compliant | compliant | Liquid | Asset/
Total Total income/ investment/ | Asset/ Total
Assets Assets Total Total Share Asset
revenue Assets price
DJIM* <33% <33% <33% <5%
FTSE <33% <33% <50% <5%
S&P# <33% <33% <49% <5%
KMI- <40% <5% <33% Share | Should
30 price be 20%
should
be
greater
* MV Average = 24 months # MV Average = 36 months

There is variation of the percentages adopted by different indices. This is based on
the differences of personal assessment of tolerance and structures of the markets.
Within the selected indices Malaysia’s KLSI does not take in account issues relate
to liquidity and debt since, there is no limitation has been imposed for Malaysian
institutions. Trading of debts is allowed by the Malaysian authorities inside the
country. The indices screened by SAC of SEC are selected from out of the securities
listed in Kualalumpur stock market only. Consequently, it doesn’t matter much to an
International Muslim investor.

mic Point of view

Another important point is that the computation of the ratios should be based on the
company’s most recent (and preferably audited) financial information. The screening
companies must be having constant monitoring of the company’s subsequent financial
behaviour to ensure that it remains within the given thresholds. This assumes constant
availability of financial information about the company analysed by a competent
person. Accordingly, the indices publishers review the process periodically in order
to delete the companies those become non-Shari’ah compliant at the time of revision
and add new companies instead.
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Three areas of focus are leverage, cash, and the share of revenues derived from non-
compliant activities. All of these are subject to evaluation on an ongoing basis.

Leverage Compliance: is measured as: Debt / Market Value of Equity (36 month
average) < 33 %

Cash Compliances: with reference to cash holdings;
1. Accounts Receivables / Market value of Equity (36 month average) < 49 %;

2. (Cash + Interest Bearing Securities) / Market value of Equity (36 month average)
<%33

Revenue from Non-Compliant Activities: In certain cases, revenues from noncompliant
activities can be tolerated, if they comply with the following threshold:

(Non-Permissible Income other than Interest Income) / Revenue < %5

Dividend Purification Ratio: to investors for purification purposes, it is calculated as:
Dividends * (Non Permissible Revenue / Total Revenue)*”

5. KMI130-

Debt to Total Assets: Debt to Asset ratio should be less than %40. Debt, in this case, is
classified as any interest bearing debts. Zero coupon bonds and preference shares are,
both, by definition, part of debt.

Non-compliant Investments to Total Assets: It should be less than %33. Investment in
any non-compliant security shall be included for the calculation of this ratio.

Non-complaint Income to total revenue: It should be less than %5. Total revenue
includes Gross revenue plus any other income earned by the company. This amount is
to be cleansed out as charity on a pro rata ratio of dividends issued by the company.

[lliquid Assets to Total Assets: The total illiquid assets to total assets should be at least
%?20. 1lliquid asset, here, is defined as any asset that Shari’ah permits to be traded at
value other than the par.

Net Liquid Assets to Share Price: The market price per share should be greater than
the net liquid assets (current assets-current liabilities) per share calculated as: (Total
Assets — Illiquid Assets — Total Liabilities) divided by number of shares.

Valuation of assets is by market capitalization not by book value.*”

(43) -S&P Shari’ah Indices Index Methodology, November 2010, p.10.
(44) KMI30- Index Broucher, pp.4.,5, and Syed Ali, Salman, Ibid, pp. 22-21.
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2.KLSI

The screening criteria of SAC of the SEC are mainly based on activity or income.
No debt or liquidity screens are used for any restrictions. Hence, to determine the
tolerable level of mixed contributions from permissible and non-permissible activities
towards turnover and profit before tax of a company, the SAC has established several
benchmarks based on ijtihad. If the contributions from non-permissible activities
exceed the benchmark, the securities of the company will be classified as Shariah
non-compliant. The benchmarks are:

a. The %5 benchmark; is limit for exposure to clearly prohibited such as riba
(interest-based companies like conventional banks), gambling, liquor, and pork.

b. The %10 benchmark: is limit for exposure to the element of “umum balwa”
which is a prohibited element and difficult to avoid like income from
conventional bank accounts. This benchmark is also used for tobacco-related
activities.

c. The %20 benchmark: is used as limit for such payment from Shari’ah non-
compliant activities such as the rental payment from the premise that involved
in gambling, sale of liquor etc.

The %25 benchmark: is the level of mixed contributions from the activities that are
generally permissible according to Shari’ah and have an element of maslahah to
the public, but there are other elements that may affect the Shari’ah status of these
activities like hotel and resort operations, share trading, stock broking and others,
as these activities may also involve other activities that are deemed non-permissible
according to the Shari’ah.“"

3. FTSE-GII

Only those companies that pass the following financial ratios will be considered
Shari’ah compliant:

a) Debt is less than %33 of total assets;

b) Cash and Interest bearing items are less than %33 of total assets;

¢) Accounts receivable and cash are less than %50 of total assets;

d) Total interest and non compliant activities income should not exceed %35 of total revenue.

This ratio calculates the recommended purification amount to be paid by the investor.*”

(41) - Dr.Tariqullahkhan, lecture notes, Islamic capital market & institutions, fall 2010. List of Shariah-compliant Securities by the Shariah
Advisory Council of the Securities Commission Malaysia, affected from 26 November 2010 and Syed Ali, Salman, Ibid, pp.20-19.
(42) -Ground Rules For The Management Of The Ftse Shariah Global Equity Index Series, Version 1.4 September 2010, P.9 Http://

Www.ftse.com/Indices/Ftse_shariah_global_equity_index_series/Downloads/Ftse_shariah_index_series_ground_rules.pdf.
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Business activities related to the following are excluded:

1. Advertising and Media, with the following exceptions: Media and advertising
companies generating revenues in excess of %65 of total income from the GCC
countries, News Channels, Newspapers, Sports Channels

2. Alcohol

3. Cloning.

4. Financials, except: Islamic Banks, Islamic Financial Institutions, Islamic Insurance
Companies, defined as a company having: Shari’ah Committee to supervise all
activities, All products are Islamic, All investments of the company are Islamic

and Passes accounting based screens

5. Gambling

6. Pork

7. Pornography

8. Tobacco

9. Trading of gold and silver as cash on deferred basis

v. KM130-

Core business of the company must be HALAL and in-line with the dictates of
Shari’ah. Hence, investment in securities of any company dealing in conventional
banking, conventional insurance, alcoholic drinks, tobacco, pork production, arms
manufacturing, pornography or related un-Islamic activities is not permissible.

C- Screens for acceptable financial ratios
1.DJIM

To remove companies with unacceptable levels of debts or impure interest income, all
of the following must be less than %33:

e Debt to Assets: Total debt divided by trailing -24month average market
capitalization; (Total Debt = Short-term Debt+Current portion of Long-term
Debt+ Long term Debt)

e Liquid Assets to Total Assets: The sum of a company’s cash and interest-bearing
securities divided by trailing -24month average market capitalization; (Monthly
average market capitalization = < %33)

e Receivables to Assets: Accounts receivables divided by trailing -24month average
market capitalization. (Accounts receivables= Current receivables + Long term
receivables)

e
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ii. KLSI

Core Activities: The Companies will be classified as Shari’ah non-compliant securities
if they are involved in the following core activities:

(a) Financial services (interest based).

(b) Gambling and gaming;

(c) Manufacture or sale of non-Halal products or related products;

(d) Conventional insurance;

(e) Entertainment activities that are non-permissible according to Shari’ah;
(f) Manufacture or sale of tobacco-based products or related products;

(g) Stock broking or share trading in Shari’ah non-compliant securities; and
(h) Other activities deemed non-permissible according to Shari’ah.

Mixed Activities: For non-permissible activities of permissible business, the Shari’ah
Advisory Council (SAC) considers two additional criteria:

(a) The public perception or image of the company must be good; and

(b) The core activities of the company are important and considered maslahah (benefit
in general) to the Muslim ummah (nation) and the country, and the non-permissible
element is very small and involves matters such as “umum balwa (common plight and
difficult to avoid), “uruf (custom) and the rights of the non-Muslim community which
are accepted by Islam.

iii. FTSE-GII

Companies involved in the following activities will be considered to be non permitted
business sectors:

a) Conventional Finance (non-Islamic Banking, Finance and Insurance, etc.);
b) Alcohol;

c¢) Pork related products and non-Halal food production, packaging and

d
3
i1
3
2.

processing or any other activity related to pork and non-Halal food;
d) Entertainment (Casinos, Gambling, Cinema, Music, Pornography and
Hotels);
e) Tobacco;

f) Weapons, arms and defence manufacturing.

iv. S&P

127



Y10 yigisi— A VEYT danl g3 ki dlg () saall | @]ﬂ@%ﬂ

The following criteria are mandate for a security for inclusion in KMI 30:

1.

The company which is on the Defaulters’ Counter and/or its trading is
suspended, declared Non-Tradable (i.e. NT) in preceding 6 months from the
date of re-composition shall NOT be considered for inclusion in KMI30- Index.

The Company will be eligible for KMI30- Index if its securities are available
in the Central Depository System; The Company should have a formal listing
history of at least two months on KSE;

The company must have an operational track record of at least one financial
year and it should not be in default(s) of the Listing Regulations;

The Company should have minimum free-float shares of %3 of total outstanding shares;

The Company will be eligible for KMI30- Index if its securities are traded for
%75 of the total trading days; Mutual Funds (both Open-Ended and Closed-
Ended) are ineligible for inclusion in the KMI30- Index;(4°)

B- Screens for unacceptable and acceptable business activities

i. DJIM Index

Based on the DJIM Index Shari ah Supervisory Board established parameters, the
businesses listed below are inconsistent with Shari ah law, hence, income from the
following impure sources cannot exceed %35 of revenue.

1. Alcohol

2. Tobacco

3. Pork-related products

4. Conventional financial services (banking, insurance, etc.)
5. Weapons and defence

6. Entertainment (hotels, casinos/gambling, cinema, pornography, music, etc.)

Sub categories of the above such as brewers, distillers & vintners, food products,
recreational products/services, food retailers & wholesalers, broadcasting, media
agencies, restaurants & bars, insurance brokers, property & casualty insurance,
reinsurance, life insurance, consumer finance, specialty finance, investment services
and mortgage finance also to be excluded.

(40) -KMI30- Index Broucher, pp4 ,1. http://www kse.com.pk/
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Dubai Index series, FTSE SET Shari’ah indices and TSEC Taiwan Shari’ah indices.”™

iv. Standards & Poor’s Global Shari’ah Indices Series

In 2006 S&P initially applied Shari’ah screens to three headline indices — the S&P
500, the S&P Europe 350 and the S&P Japan 500. The results are the S&P 500
Shariah, the S&P Europe 350 Shariah and the S&P Japan 500 Shariah indices. In
2007, Standard & Poor’s followed with the S&P GCC Shari’ah and the S&P Pan
Asia Shari’ah Indices, to cater to the demand for a benchmark Shari’ah product for
those regions. Currently, Standard & Poor’s boasts the most comprehensive series of
Shari’ah indices in the industry. This was accomplished in 2008 with the completion
of the review of the S&P Global Broad Market Index (BMI) Index, which consists of
over 10,000 companies worldwide, for Shari’ah compliance. The result is the S&P
Global BMI Shari’ah index, comprised of nearly 4,000 constituents, along with 10
sector and 45 country and regional sub-indices.

For instance, S&P/TOPIX 150 Shari’ah (150 the large cap bellwether of the Japanese
equity market), S&P/TSX 60 Shari’ah (60 the leading tradable Canadian index
covers approximately %73 of Canada’s equity market capitalization), S&P BRIC
Shari’ah (which covers the leading companies from the emerging markets of Brazil,
Russia, India, and China), S&P Global Healthcare Shari’ah (represents the largest,
most liquid and most representative healthcare companies in the developed markets
of three regions), S&P Global Infrastructure Shariah, S&P GCC Shariah, S&P/IFCI
Large-MidCap Shariah, S&P Pan Arab Shariah, S&P Global BMI Shari’ah with its
various sub indices like S&P Country BMI & Regional Shariah indices (currently
with 45 Shari’ah compliant country indices which include both developed and
emerging Markets) and S&P Global BMI Sector Shariah indices (composed of 10
sectors, Consumer Discretionary, Consumer Staples, Energy, Financials, Health Care,
Industrials, Information Technology, Materials, Telecommunication Services and
Utilities) etc.””
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Investing in shares from an Islan

v. The Karachi Stock Exchange Meezan Index (KMI30-)

KMI30- tracks the 30 most liquid Shari’ah-compliant companies listed at the KSE was
introduced in September 2008 based on free-float capitalization of which constituents
shall be capped in relation to the overall capitalization of it at %12 on the first day of
composition.

(38) - http://www.ftse.com/Indices/FTSE_Shariah_Global_Equity_Index_Series/index.jsp and http://www.islamicfinancenews.
com/listing FTSE.asp
(39) - S&P Shari’ah indices Index Methodology, Nov.2010.
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A- Universe Creation And Stock Selection

i. Dow Jones Islamic Market (DJIM) Indices

Since the launch of DIJM global in 1999, the DJIM family has expanded to provide
a wide variety of benchmarks tracking Shari’ah-compliant securities including
indexes for 69 countries, across both developed and emerging markets. The family
also includes regional, industry sector and market capitalization indexes, as well as
specialized indexes and custom measures as to cover approximately %95 of the float-
adjusted market capitalization of the underlying market including all securities in
the index universe that pass the screens for Islamic compliance. Currently, the DJIM
family consists of the broad DJIM Index with the following regional and country
indexes: DJIM Asia Pacific DJIM Asia Pacific ex-Japan, DJIM ASEAN, DJIM
Developed Markets, DJIM Developed Markets ex-Japan, DJIM Emerging Markets,
DJIM Europe, DJIM GCC, DJIM GCC ex-Saudi, DJIM greater China, DJIM MENA,
DJIM Canada, DJIM China offshore Hong Kong, DJIM Japan, DJIM Kuwait, DJIM
Pakistan, DJIM Turkey, DJIM UK, DJIM US and DJ DEM (Dubai Financial Market)

. 36
indexes”.

ii. Securities Commission (SC) of Malaysia (KLSI)

The universe for SC is limited only to those stocks or securities that are listed in Bursa
Malaysia. This includes those securities listed in the First and Second Boards as well
as in Masdeq.m) As for November 2010 it includes 846 Shari’ah compliant securities
which are %88 of the total listed securities.

iii. FTSE-GII

The FTSE Shari’ah Global Equity Index Series family covers 150 multinational indexes
in all regions across both developed and emerging markets from Americas, Europe,
Middle East, Africa and Asia Pacific to create a comprehensive Shari’ah indexing
solution. FTSE Shari’ah screening includes the following: Global Developed Equity
Index, Asia Pacific Developed Equity Index, EMEA (Europe, middle East and Africa)
Developed Equity Index, Americas Developed Equity Index, Global Emerging Equity
Index, Asia Pacific Equity Index, EMEA Emerging Index, Americas Emerging Index,
Japan 100 Shariah Index, Bursa Malaysia EMAS Shariah Index, Bursa Malaysia Hijrah
Shariah Index, DIFX Kuwait 15 Shariah Index, DIFX Qatar 10 Shariah Index, SGX 100
Shariah Index, JSE (Johannesburg Stock Exchange) Shariah All Share Index, NASDAQ

(36) -Guide to DJIM indexes, May 2010 : http://www.djindexes.com/mdsidx/downloads/rulebooks/Dow_Jones_Islamic_Market_
Indexes_Rulebook.pdf
(37) - Alhabashi, Syed Othman, STOCK SCREENING PROCESS, INCEIFp.3.
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2. Earnings Per Share Purification : # of Shares*EPS*Purification ratio

3. Increase in Net Asset Value (NAV) purification :(MV-market value- sell)
-(MV buy)+quantity*dividend*purification ratio

. . o . 33
Investment purification : sum of non permissible revenue per share per company"”

2. Overview of selected Islamic Market Indexes

The initial efforts to provide a list of Shari’ah-compliant stocks as an early part of the
development of the Islamic capital market were undertaken by Bank Islam Malaysia
Bhd.in 1983 which was later followed by the introduction of a list of Shari’ah compliant
stocks in June 1997 by the Securities Commission of Malaysia. The implementation of
a process to identify Shari’ah compliant stocks facilitates the establishment of Islamic
indices. The first Islamic equity index was introduced in Malaysia by RHB Unit Trust
Management Bhd in May 1996. This was followed by the launching of the Dow Jones
Islamic Market Index (DJIM) in February 1999, the Kuala Lumpur Shari’ah Index
(KLSI) by Bursa Malaysia in April 1999 and the Financial Times Stock Exchange
Global Islamic Index Series (FTSE-GII) by the FTSE Group in October 1999
Various global, regional, and country specific Islamic Indexes have been introduced
since then by these companies and other companies as well. For instance, S&P Global
Shari’ah Indices Series, KMI30- of Meezan Group in Pakistan, MCSI Global Islamic
Indices, Parsoli Corporation’s Islamic indices (for Indian stocks), HK Islamic Index
(of Hong Stock Exchange), GCC Islamic index, Jakarta Islamic Index, Russell-Jadwa
Shariah Global Index etc.

In case stocks of the companies whose core business activity violates Shari’ah
restrictions there is consensus for non permissibility of trade in those stocks and they
are classified as negative in due process of screening by all Shari’ah screens. However,
when it comes to mixed activity businesses then different jurisdictions and stock
exchange players apply different criteria for screening of stocks. The DJIM global
and KMI30- use criteria that screen not only source of income (income statement) but
also use balance sheet composition bench marks to validate re-trading them whereas
in Malaysia, only income statement bench marks are used, no debt or liquidity ratios

taken unless as a second best arrangement. However, the objective is the same as in
)
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n shares from an

d
i
]
3
2.

. 35
other practices.

(33) -Dr.Tariqullahkhan, lecture notes, Islamic Capital Market & Institutions, fall 2010, QFIS, QF.
(34) -Syed Ali, Salman, Islamic capital Market Products, p.18 and IOSCO, Islamic capital market fact finding report, 2004, p.28.
(35) -Syed Ali, Salman, Ibid, pp.19-18.
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e

done by the number of scholars and Shari’ah boards of the prominent Islamic finance
institutions, stock indexes companies and investment funds such as Al-Baraka group
of banks, Al-Rajhi bank of Saudi Arabia, Dar Al-Mal Islamic of Switzerland (DMI),

Al-Hijra Fund and Dow Jones (stock indexes) International company etc” .

As for OIC resolution, it has come in compromising language in order to create
consensus. It says “in principle” which means “al-Asl” in Arabic, which one can
interpret in different ways: either “this is in principle and there are details” or “this is
the only and final principle”.*” This can be understood right by the suggestions of the
participants that exclude some cases from the application of the principle such as in
case of a capable person’s participation in a conventional company with the objective
of change them to do lawful/Islamic business and permissibility for participation
in a joint stock company which is in essential need of society but unfortunately in
dire need for interest based financing or loans provided the unavailability of such

. . . 30
companies with lawful business.””

d) Income purification criteria

The flexibility of the Islamic Shari’ah while being harmonic with the investment
opportunities in the companies that deal marginally in unlawful ways it does not mean
in any form eating Haram / allowing one to enjoy incomes earned by prohibited ways.
Because, the interest itself is not your own but unjust gained for you. In such an event
Islamic Shari’ah explicitly stands rationally by easing the life of people, but at the
same time the Shari’ah never fails in its well established truthfulness, applicability
and credibility. Neither the investor can eat Haram nor can the bank utilize it more
and more to strengthen the interest based economy. Hence, its guidance for a Muslim
investor in a secular environment also discovered. The amount of income (net profiti.e.
dividends + capital gain) should be purified preferably monthly or quarterly in case of
inconvenience, either by the bank itself or by the investor in a suitable methodology.
The resulted amount set aside preferably to a Muslim charity recommended by the
Shari’ah boards.”"”

The income purification could be done by a respective methodology of the following:

Dividend purification:
1. Number of Shares*dividend paid out* purification ratio.

Dividends * (Non Permissible Revenue | Total Revenue)®™

(28) -See: Yaqubi, N. Ibid, pp.21-16. For full details of the bodies issued Fatwa agreeing on this issue.
(29) - Monzer Kahf, Ibid.

(30) -See: Yaqubi, N. Ibid, pp.18-17.

(31) -Monzer Kahf, ibid.

(32) -S&P Shari’ah Indices Index Methodology, November 2010, p.10.
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3. Rationale of the tolerance levels

a) Tolerable ratio of impure income %15-%5

Coming to the income earned by the company through unlawful ways either by interest
for their bank deposits or any other Haram income, it is tolerable when it is negligible
as low as possible applying the principle little involvement may be tolerated. What
is little is a matter of argument and discussion. A few scholars put certain criteria to
determine this portion and their interpretation for minor/little/negligible extends from
%5 to %15 according to the nature of the matter involved in and purified later on.
This is because, the lower the percentage, the more a company is producing lawful
income as well as the realizing a lawful profit cannot be achieved unless the deduction
is negligible.

b) Tolerable ratio for suspicious assets (cash+receivables) of a company

Companies that have high percentage of assets those are suspicious to be interest based
in normal western practices are to be excluded. These assets are total of receivables
and cash. The reason is that debt is not tradable to a third party; similarly currency
exchange also should be on the spot and at face value. Hence, equities of a company
are tradable if only the debts and cash do not exceed the other real assets as per
above rule. However, the scholars differ in estimating the majority/portion here as it
lies between %50-%33.33. But most of them are of view of majority rule that if the
real assets go down (i.e.%49) to the cash and debts (i.e.%50), such companies are
excludable.

¢) Tolerance level in leverage of a company (Debt/Equity)

Companies that are exercising the interest based borrowing at a high level must be
excluded from the investment since the paying interest also an unlawful activity not
only gaining interest. Hence, the Shari’ah boards consider the ratio 3/1 to the share
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holders’ equity® as a high level based on some Shari’ah rulings on the determination
of minimum and maximum limits as in many issues that what is less than one third
is the criterion of a small percentage. The determination of this ratio inferred from a
Hadith of the Prophet (PBUH) regarding the Wills: “one third, and one third is too

much "

This approach has been strengthened and approved by the above cited Shari’ah
maxims, reasons, authorizations and judgements resulted from the collective Ijtihads

(26) - Determination of the value of the share holders’ equity may differ from company to company whether it is market value or
paid capital or net asset value etc.
(27) -Yaqubi, N. Ibid, pp.24-21, Monzer Kahf, Ibid and IRTI, Ten Year frame work and strategies, p.38.
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methodologies and apply different ratios for a same purpose but the ultimate aim
was to arrive at this conclusion. For all intents and purposes, the jurisprudence of
screening ends here.

A follow up undertaking by some Muslim scholars to put a certain benchmark of
tolerance for some activities, be it financial or otherwise, is not integral to jurisprudence
of screening. This aspect deals with another aspect of jurisprudence which is related
to the issue of doctrine of ‘hajah’ or ‘essential needs of the society’ or some other
doctrines which are subsequent to the result of screening.

2. Coverage of the Screening

screening has been used not only in relation to the actual screening of the activities but
also in the context of the application of some tolerance benchmark of non-compliant
activities of selected companies to reflect the reality of the situation where there are
many companies that are compliant from a business activities standpoint but may
not be complaint overall unless certain tolerances were applied from the financial
standpoint.*” Consequently, set of criteria have been outlined by the scholars within
the screening process in order to examine:

1. The financial nature of the companies.
2. Capital structure of the companies.

3. Extent to which a company may be involved in Riba and other Haram income.
Or in other word the following issues are to be examined:

The main line of the business/industry of the company.
2. Income generated from the unlawful sources like interest etc.

Assets of the companies that are suspicious to be interest based, i.e. cash and
receivables.

4. Leverage level of the company (i.e. debt/equity ratio).*”

Looking at the first factor, it is for exclusion of certain lines of businesses that are out
of the subject of tolerance since the core activities of such companies are based on
absolutely prohibited income generation as discussed earlier in the second category of
share holding companies.

(24) -Dr.Daud Bakar, M. ibid, pp.8-7.
(25) -Dr.Monzer Kahf, Ibid

e
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can be purged, set aside and spent for public interest and charity activities.”" Also,
Islamic Shari’ah is rationale; failure to apply the majority ruling may result in the
application of minority ruling whereby the rationality of this religion is damaged. The
small/little portion can be overruled by the majority preferably, in particular, with the
possibility to calculate and purify the portion which cannot really to be owned by that
particular investor.

So, it is not fair to abolish a tremendous investment opportunities that are more
essential to the society such as in health, social funds, technology, environment sector,
energy, etc. But rather, such companies can be divided in two segments; permissible
and non-permissible depending on their involvement in prohibited transactions.

Hence, the levels of income generated from non-Halal activities or interest earned by
the company, the level of interest-bearing debt that the company owes (leveraging),
and the level of cash and receivables (including interest bearing securities) in the
company’s balance sheet are some of the factors need more clarification in a tolerable
way in accordance to what is perceived to be needed to remove the hardship. From this
point of view the creation of jurisprudence of screening as a new chapter in Islamic
law evolved in the second generation theory of Islamic Banking and Finance industry
between the2000-1992.%”

1.3 Screening the Shari’ah Compatibility of a company

1. Innovation of Screening

The foundation for introducing stock screening process was laid by the Shari’ah
scholars under the Islamic finance point of view which gives a guided freedom in
innovation of financial products/services; means all business transactions are permitted
unless expressly prohibited by the primary sources of Islamic law and provided that
the innovation should not lead to violate the core principle of Islamic Finance such
as risk shifting instead of risk sharing although the attitudes of the people toward the
risks are different.*”
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Initially, the motive was to only screening such companies to check whether they are
compatible to Shari’ah principles or otherwise in absolute terms. Those companies
which are screened as non-compliant are not eligible for Muslim investors, to invest
into. This was the end result of the screening exercises. The scholars may have various

(21) - See: Yaqubi, N. ibid, pp.16-6, for the detailed argument.
(22) - Dr.Tariqullahkhan, Lecture notes, Islamic Banking and Finance; Theory and Practice, distributed on: 2010/12/10.
(23) -Dr.Tariqullahkhan, Ibid.
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application of the prohibition principle excludes most companies worldwide and
leaves very small room for reasonable investment hence; it creates hardship for all
Muslims. The rule in Shari’ah that hardship, whenever it relates to a large number
of persons, call for relaxation of prohibition as much as necessary to remove such a
hardship, the rule of Shari’ah is that whenever it is harsh or very difficult to abide by
a prohibition and such a hardship applies to a large number of people, the prohibition
is relaxed to the extent that make normal living activities reasonable done with no
difficulty."”

Among the scholars who have opined this are, Shaikh Mohammed Bin Saleh Bin
Uthaymeen, Shaikh Mustafa Al Zarqga, Shaikh Abdulla Bin Sulaiman Al Manea,
Shaikh Mohammed Taqi Al Othmani, Dr. Abdul Sattar Abu Ghuddah, and Dr. Ali
Muhyiddin Al Qara Daghi etc."”

They have cited a number of Shari’ah Maxims and authorities that justify their
argument, such as:

1. “Whatis independently impermissible is permissible when done in accompany
with permissible”

“The General need Takes the rule of specific Necessity”
“Mixture of Negligible Unlawful Part with Lawful Major Part”
“Majority Has the Ruling of the Whole, or the Majority Counts”

wn AW

“What is Inescapable is tolerable”

The opponents counter argued and replied to these maxims that they have been cited
and taken not in their places and inappropriate circumstances besides quoting the
verses from the Holy Qur’an and the Hadith of the prophet (PBUH) that generally
prohibits the Riba, rather every form and any quantity of it, such as,

“O ye who believe! Fear Allah, and give up what remains of your demand for
usury, if you are indeed believers”'”

And the Hadiths like,

“Every form of usury from the pre-Islamic era is rejected™"”

“One usury-based dirham income that is knowingly earned by a person is more
unlawful and worse in degree than thirty six adulteries™”

However, the advocates of permissibility also had responded clarifying that the
income generated from unlawful sources is not to be spent by the investor but rather

(16)- Monzer Kahf, Fatawa in Shares, Stocks, Commodities, Options, Bonds, etc (2007), (www.monzer.kahf.com)
(17) - See: Yaqubi, N. ibid.

(18) -Al Qur’an 2:278

(19) - Narrated by Imam Muslim et al.

(20) - Narrated by Ahmad et al. But this is a weak fabricated Hadith according to Ibn al-Jawzi.

e
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to ascertain whether these companies are compliant to all Shari’ah requirements which

are documented in the body of Islamic substantive law or not.""”

The contemporary Islamic jurists, in view of the permissibility of participation and
trading in the stocks of these companies, have opined two major views:

a) All these stocks are not permissible

This decision represents a majority of the scholars including the OIC (Organization
of Islamic Conference) Figh Academy that includes Figh Scholars representing the 53
Muslim countries in addition to other experts selected on their scholarly reputation.
The OIC Figh Academy resolved:

“The basic principle is the prohibition of participating in companies that deal at times in
prohibited things such as Riba etc. even though their main activities are permissible 20
Among the scholars who are of this view are Shaikh Abdulla Bin Beyyah, Dr. Ajeel
Al Nashmi, Dr. Ahmed Al Hajji Al Kurdi, Dr. Mohammed Fawzi Faydhallah, Dr. Ali
Ahmed Al Saloos, and Dr. Saleh Al Marzoogi Al Baqmi etc."?

Their basic argument is that every share-holder of a company is a partner of the
company on the basis of Musharaka in which a mere purchase of a share embodies an
authorization from the shareholder to the company to carry on its business in whatever
manner the management deems fit. Accordingly, if it is known to the shareholder that
the company is involved in an un-Islamic transaction, but decides to continue holding
the shares of that company, then this means that the shareholder has authorized the
management to proceed with the un-Islamic transaction. In this case, the shareholder
will not only be responsible for giving his consent to an un-Islamic transaction, but
that transaction will also be rightfully attributed to him because the management of
the company is working under his tacit authorization.

Moreover, when a company is financed on the basis of interest, its funds employed in
the business are impure. Similarly, when the company receives interest on its deposits

an impure element is necessarily included in its income which will be distributed to
(15)
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the shareholders through dividends

b) Participation is allowed provided the rules and conditions are
implemented

A number of scholars are against the aforesaid conservative rigid position since the

(12) - Daud Bakar, Mohamed, Jurisprudence of Screening in Contemporary Islamic Finance Architecture, Dow Jones Islamic
Market Indexes - Quarterly Newsletter, September 2010 , p.7.

(13) -RESOLUTIONS AND RECOMMENDATIONS OF THE COUNCIL OF THE ISLAMIC FIQH ACADEMY (2000-1985),
No.7/1)63) of 7 to 12 Dhul Qi’dah 1412 H (14-9 May 1992).

(14) - Yaqubi, N. Ibid, p.7.

(15)- Muhammad Taqi Usmani, An introduction to Islamic Finance, p.94.
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which engaged in biotechnology using aborted embryos and human cloning etc. The
same rule applies to the subsidiaries of such companies if they follow their mother

. . 9
companies’ unlawful businesses.”’

I11.Joint stock companies whose main business is lawful but

occasionally deal with prohibitions.

Joint stock companies are a type of worldwide companies. They represent the most
important and feasible means of investments as well as the predominant feature of
the modern economic life the world over. Rather, they not only form the backbone
of the contemporary life undertaking and executing development, production and
manufacturing projects and public utilities but also, have become an indispensable
tool for such purposes. For instance, power generation, water desalination, industries,
real estate development, agriculture, minerals, natural resources, transport, medical
services and education are some of the projects undertaken by these conglomerates.
Further, there is large number of countries whose economy is backed by a large
number of joint stock companies. For example, in Great Britain only there are more
than 120,000 joint stock companies. An interesting feature of these companies is that
their ability to attract the capital and pool funds easily from the majority of saving
units including those who are with lower income.

These companies resort to conventional financial institutions to seek finance for their
major operations as well as to deposit their cash surplus both on interest basis. This
may happen due to either the lack of Islamic banks in many countries or in case of
Islamic banks’ incapability to finance such huge capital they need."” Similarly, the
firms also may exercise a small portion of transactions made through contracts which

violate the Shari’ah principles as in case of most companies in the Islamic world.""

For Islamic jurisprudence, these types of joint ventures/partnerships between Muslim
and non-Muslim investors are with much hard evidences whereby the Muslim
partners are liable to assume the managerial role to ensure that the conducts of the
partnership are compatible to Shari’ah principles. In modern terms, this assurance
can be documented in Articles of Association and Memorandum of Association
respectively. However, the above scenario has changed significantly with clearly
segmented investment activities and open ownership of the companies publicly at
large and their consequences. Therefore, in the absence of Articles of Association that
will uphold the Shari’ah principles in many of these publicly listed companies, the
question arises on the conducts of these companies, financial or otherwise, necessarily

(9) -See: Yaqubi, N. Participation and trading in equities of companies which main business is primarily lawfull but fraught with
some prohibited transactions, p.21 and Monzer Kahf;, ibid.

(10) - Yaqubi, N. Ibid, pp.4-2.

(11) - Ali Al-Qarahdhaghi, Researches in Islamic economy, p.165.
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Mudarabah® or concept of Sharikat al-‘inan.

There are several types of socks: a common stock, which is subject to profit and
loss, a preferred stock, which earns part of its share in the profits realized at a known
pre-fixed rate and the loan stock, which earns its profit at a fixed rate of interest.
Our concern is about the ordinary shares/common stocks, since their acquisition is
permitted by Islamic jurists, which are similar to the shares in a legal Mudarabah, to
the exclusion of the other shares since their violation of sharing principle.”

With regard to their activities in relation with the Shari’ah compliancy issues, the
common stock companies are of three major categories:

1. Fully fledged Shari’ah compliant stocks

These are companies engaged in lawful business or businesses such as Islamic banks
and Islamic insurance companies and do not borrow money on interest, or do not keep
its surplus in an interest bearing account and deals only in limited cash holdings and
receivables. Stocks of such companies can be purchased/invest in, held and traded
without any hindrance from a Shari’ah perspective.® In practice, such stocks are
very rare in all contemporary stock markets and almost all the companies quoted in
the present day stock markets are, in some way, involved in activities which tend to
violate the injunctions of Shari’ah.

I1. Companies whose activities are absolutely prohibited

There are companies that involved merely in impermissible businesses hence, the
stocks of which are should not be invested into nor exchanged/traded because, it will
entail the direct involvement of the shareholder in that prohibited business. These
include, but not limited to; conventional banks and insurance companies, companies
that heavily speculate on future prices, companies that have high percentages of
non-permissible income or assets used in non-permissible investments or depend
heavily on interest-based borrowing, alcohol/liquor, tobacco, pork related products,
non-Halal foods, destructive businesses like weapons manufacture, non-permissible
entertainments such as hotels, brothels, casinos, gambling, cinemas, pornography
and the like, Similarly, the exclusion covers the stocks of companies which unfairly
treat their employees violating their legal rights, pollute the environment and that of
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(5) - This form of partnership involves payment of one partner (called rabb-ul-maal, capital owner) to another (called Mudarib,
manager) to invest it in a commercial enterprise for an agreed common share in the profit realized.

(6) - In this concept, the partners authorize each other to act independently in making business decisions and agree to be bound by
such decisions, whether made in the presence or absence of the partners who made them.

(7) - See: Monzer Kahf, Fatawa, Stocks, Shares, Sukuk, Commodities, Options, etc. 2006 (http://monzer.kahf.com/fatawa.html)
and Seif E-Din, Towards an Islamic Model of Stock Market, J.KAU: Islamic Econ., Vol. 14, p.5.

(8) - Monzer Kahf, Ibid.
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between two parties. If a contract between two parties executed with their mutual
consent is detrimental to the interests of a third party, then it may enjoy certain rights
and options. A case in point is the pre-emptive right (al-shufa) of a partner in joint
ownership. This pre-emptive right may be extended by analogy, to a situation where
existing minority shareholders are being adversely affected by any decision of the
controlling shareholders, such as, to sell additional stocks to the public, to effect a
change in management, asset sale, mergers and acquisitions etc.

i) Maslahah mursalah (unrestricted public interest)

There may be certain areas however, which are “unrestricted” by Shari’ah. In such
cases the principle of “Maslahah mursalah” can be used in order to establish a guiding
principle for prioritization between areas. For instance, it is quite possible that investors
may lack information-processing ability and even if all relevant information were
made available to them, they would not be in a position to absorb and interpret this
information and take rational investment decisions. Similarly, investors may overreact
to information and behave in an irrational way. In such cases, can the regulator
deny permissibility to specific transactions? How would the nature and extent of
intervention by the regulator be determined? problems such as above may be resolved
in the framework of maslahah mursalah or “unrestricted” public Interest, which is a
valid framework of Islamic legislation. Maslahah consists of “considerations which
secure a benefit or prevent a harm but are, in the mean time, harmonious with the
objectives (maqasid) of Shariah. From the means of the objectives, facilitating fair
trade and lawful exchange of goods and services in the community is concerned. Any
measure which secures these values falls within the scope of maslahah and anything
which violates them is mafsadah (evil), and preventing the latter is also maslahah”.
Thus, the framework essentially involves a comparison of benefits and costs at a
macro-level.”

1.2 Islamic View on holding shares of a company

In a stock company, a stock represents a shareholder’s share in the company as a
documental proof of his/her ownership to a portion of its wealth comprising its paid-
up capital, assets and retained profits. By holding such a share the holder becomes
a partner in that company and gives authority to its management to do its business
on behalf of him/her and to benefit, even if the share was bought for the purpose of
capital gain. This practice is viewed by the contemporary Islamic Jurists who agree on
the permissibility of participating in the stock market, within the Shari’ah concept of

(4) See: Seifuddin I. Tag el-Din, Characterizing the Stock-Exchange from an Islamic Perspective, with comments of
M.Obeidullah, J.KAU: Islamic Econ., Vol. 12, p. 56.
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demand and supply free from any artificial elements, such as Ihtikar” and Najash®"

There should be no interference in the price formation process even by the regulators.
It may be noted here that while price control and fixation is generally accepted as un-
Islamic, some scholars, such as, Imam Ibn Taimiya admit of its permissibility. Such
permissibility is subject to the condition that price fixation is intended to combat cases
of market anomalies caused by impairing the conditions of free competition..

Jf) Entitlement to transact at fair prices

Prices that are an outcome of free play of forces of demand and supply without any
intervention or manipulation are believed to be fair. However, in some instances,
pricing is based on a valuation exercise. In such cases the difference between the price
at which a transaction is executed and the fair price (as per the opinion of valuation
experts) is termed as Ghabn. The presence of Ghabn makes a transaction unethical.

g) Entitlement to equal, adequate and accurate information

Islam attaches great importance to the role of information in the market. Release of
inaccurate information is forbidden. The concealment of vital information (ghish)
also violates the norms of Islamic ethics and gives the option to annul the contract
to informationally disadvantaged party. The traditions of the holy prophet (PBUH)
which emphasize on the information for valuation of the commodity are obvious.

Islamic scholars are of the opinion that a transaction must be free from jahalah or
misrepresentation to be considered Islamic. The institution of a transparent market
is, thus, quite important and transactions should be executed within the market after
taking into account all relevant information. It may he noted that the holy traditions
that deal with the issue, refer to a commodity transaction. In case of a commodity
transaction, the commodity in question is subject to inspection and both parties can
be reasonably sure about the benefits that are going to flow from future possession of
the commodity. Unlike a commodity, however, the benefits from possession of a stock
are in the form of expected cash flows. These expected cash flows are also subject
to continuous revision as new events occur. Hence, Islamic ethics requires that all
information relevant to expected cash flows and asset valuation should be equally
accessible to all investors in the market. It is consistent with the investors’ right to
search information, freedom from misrepresentation, and right to equal information.
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h) Freedom from Darar (detriment)
Darar refers to the possibility of a third party being adversely affected by a contract

(2) - attempts to influence prices through creating artificial shortage of supply

(3) an action of bidding up the price without an intention to take delivery
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has made trade lawful (2:275). Further, no contract is valid if it involves an element
of coercion for either of the parties. The holy Quran also says: let there be among
you traffic and trade by mutual goodwill (4:29). However, this basic norm does not
imply unbridled freedom to contract and may be sacrificed when there is a trade-off
with other norms requiring specific injunctions as in the case of the framework for
conventional finance.

b) Freedom from al riba

All forms of contracts and transactions must be free from riba. This implies that there
is no reward for time preference and under conditions of zero risk. The question of
riba has been addressed in a large body of literature and there is a general consensus
about the meaning and implications of riba.

¢) Freedom from al gharar (excessive uncertainty)

All forms of contracts and transactions must be free from excessive gharar. This
implies that contracting under conditions of excessive uncertainty is not permissible.
Islamic scholars have identified the conditions and highlighted situations that involve
excessive uncertainty and consequently, disallow a contract.

d) Freedom from al-qimar (gambling) and al-maysir (unearned income)

Contracting under excessive uncertainty Or gharar is akin to gambling (al-qimar).
And uninformed speculation in its worst form is also akin to gambling (al-qimar). The
holy Quran and the traditions of the holy Prophet explicitly prohibit gains made from
games of chance which involve unearned income (al-maysir). Here it may be noted
that the term speculation has different connotations. It always involves an attempt to
predict the future outcome of an event. But the process may or may not be backed by
collection, analysis and interpretation of relevant information. The former case is very
much in conformity with Islamic rationality. An Islamic economic unit is required to
assume risk after making a proper assessment of risk with the help of information.
All business decisions involve speculation in this sense. It is only the gross absence
of value-relevant information or conditions of excessive uncertainty that makes
speculation akin to a game of chance and hence, forbidden.

e) Freedom from price control and manipulation

Islam envisages a free market where prices are determined by forces of genuine
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Introduction

Islam being an absolute methodology of life has been continuing applicable to
contemporary society in all aspects of life including economical and financial dealings
which are not only charitable but indeed regarded in many cases as obligatory and
necessary. Numerous verses of the Holy Qur’an and the texts of the prophet (PBUH)
encourage trade and investment activities, for instance, Al-Qur’an explains: “Allah
has permitted trade and forbidden interest” (2:275). Trade in this case can involve all
forms of legitimate commerce including investing and trading of company shares.
Similarly, the Messenger of Allah said: “Whoever is entrusted with money of an orphan
should trade with it and should not leave it sitting to be used up by charity’"”, which
urges the trustee on the property of people who cannot manage their own property due
to age (or other reasons), to invest it in order to yield a return and make it grow until
they are in a position to do so themselves. Hence, the financial investment activities
have been given exceptional relevance by the pure texts of Islamic Shari’ah.

Despite the fact that trade and investments activities are of crucial importance since
the sources of the Shari’ah are continuing encouraging the need for it, it is no less
an importance to a Muslim to put the tenets of Islam into practice in all his business
transactions. They are subject to any limitations that may have been laid down by
applicable Islamic jurisprudence and hence a Muslim investor has to abide by them
as the Holy Qur’an emphasizes: “In whatever business you may be, and whatever
portion you may be reciting from the Qur’an and whatever deed you may be doing We
are witnesses thereof when you are deeply engrossed therein.”(10:61)

1. Islamic Criteria for Investment in the Stock Market
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1.1 Criteria applicable to the Stock Markets’ behavior

The norms and ethics of Islamic finance with regard to the market behavior are well
known and long established by the scholars in the light of the pure texts of Islam’s
main sources, in particular, that of describing the rights and obligations of each market
participant. Hence, the stock markets also abide by the same, some of which are the
following:

a) Freedom to contract

Islam provides a basic freedom to enter into transactions. The holy Quran says: Allah

(1) - Narrated by Thirmithi et al. Despite the weakness in the series of narrators of this Hadith, its meaning seems to be correct.
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Abstract

Consecutive shortcomings and failures of financial markets along with the moral
hazards have created a demand for an alternative system for financial markets
in both the Muslims and non-Muslim secular societies in the West and East. The
paper investigates possibility of applying Islamic finance principles on investment
opportunities available to Muslim communities living in either Muslim or non-Muslim
countries which are predominated by conventional secular systems economically
and financially, it takes stock of the views of contemporary scholars regarding
the consistency of Islamic finance principles for investing in shares of joint stock
companies, it examines the roles that had been played by Islamic finance and Shari’ah
scholars to present the investment opportunities for those who are with surplus funds
but with limited opportunities for investment due to Shari’ah concerns, it details
the role of modern science in easing the economic life of people by developing
techniques catering to the Shari’ah compliance requirements. Eventually, the paper
applies compare and contrast approach over the methods and techniques adopted for
devising the indices classifying the shares as Shari’ah compliant or otherwise, the
paper concludes on finding the points of strength as well as gaps in the existing indices
for Shari’ah compliance of shares.
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Investing in shares from an Islamic Point of view
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