Do You Know
Musharaka?

It is a partnership contract where two or more parties
combine their capital / experiences and share any
profit as per the agreement and any loss based on
each partner’s contribution.

Conditions:

1. The capital must be cash (if the cash is the basis
of the partnership).

2. The capital must be specific, existent and
immediately available.

3. Not necessarily that the capital of each partner
be equal.

4. Partners are free to determine the ratio of profit
allocated to each one of them. However, it is not
allowed to fix a lump sum amount.

5. Ifthe ratio of profit not determined, the profit will
be according to the ratio of the capital of each of
them.

6. Losses must be exactly in proportion to each
partner’s contribution to the capital.

7. A partneris not allowed to guarantee the capital
of the partnership, his share, or other partners’
share in the capital unless there is a default or
violation.

8. The partner is not allowed to donate, lend, or use
the money for his personal benefit.

Musharaka types in Islamic banks:

1. The Diminishing Musharaka.
2. The Constant Musharaka.

1. The Diminishing Musharaka:

It is when the bank participates in a project with a
specified capital for profit during a specified period.
The bank and the partner contribute to the project’s
capital in specified proportions. The partner will
gradually purchase the bank’s share of the profits
until the bank’s share in the capital of the project is
transferred to the partner in full. Finally, the bank will
withdraw from the partnership and the other party
will own the project.

2. The Constant Musharaka:

It is when the bank participates in a project for profit
with no specific end date.

Usage:

Musharaka can be used in the purchase of real estate,
investment projects, and bank financing for
Shariah compliant businesses.

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

1. Alltypes of buying and selling are permitted unless the

traded commodity violates Islamic rules (for example
alcohol, pork, tobacco).

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

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

If you require further information required on the
Islamic products, kindly contact us on: SCB@GIB.COM

www.gib.com
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