Do You Know
Mudarabah?

Is one of the Islamic financial transactions, offered
by GIB, which is a trust-based contract where
capital is provided, in cash or in kind, by one party -
Rab-al-mal (capital provider /client) - and expertise
(management services) are provided by the other
party - Mudarib (Bank).

Types of Mudarabakh:
There are 2 types of Mudarabah:

1) Restricted Mudarabah:

Where the Rab-al-mal (client) grants the Mudarib
(the Bank), limited investment authority regarding
investment of his funds. Mudarib is required to invest in
particular type of investments, as the client considers
appropriate.

2) Non-restricted Mudarabah:

Where the Rab-al-mal grants the Mudarib with full
authority to invest his funds, without any restrictions
or limitations.

Key Mudarabah Conditions:

1. The capital has to be in cash orin kind.

2. The capital shall be known (currency & value).

3. The capital shall be handed over to the Mudarib
to invest.

4.  The profit allocation shall be fully known without
any ambiguity, such as 50/50 or 70/30.

Mudarabah in Banking (Deposits):

An Islamic contract by which the customer
(Rab-al-mal) provides the capital and authorises
the Bank (Mudarib) to invest the funds in Shariah
compliant activities, for returns and profits, as per the
agreed terms and conditions.

It is not allowed to guarantee the capital or the profit
in Mudarabah. The distribution of profit must be on
the basis of an agreed percentage of profit.

Termination of Mudarabah:

1. Death of the Mudarib.

2. Termination of the Mudarabah
contract either by one party or both.

3. Loss of Mudarabah capital.

4. Expiry of Mudarabah contract.

In case of the loss arises from the Mudarabah,
Rab-al-mal will bear the entire loss unless it is proved
that the loss was the result of Mudarib’s negligence or
violation of the Mudarabah terms and conditions. In
this case, the loss will be borne by the Mudarib.

Usage:

All Shariah financial transactions must comply with
the provisions of Shariah rules and regulations and
are essentially governed by 3 key principles:

1. All types of buying and selling are permitted unless
the traded commodity violates the Islamic rules
(for example alcohol, pork, tobacco).

2. The prohibition of interest, ambiguity (i.e, the
absence of a full description of the commodity) and/ or
deception (i.e.,, defects in the commodity are hidden/
disguised)

3. The Prohibition of the sale of what you do not own.

In cases further information required on the Islamic
products, kindly contact us on SCB@GIB.COM

www.gib.com
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