Do You Know

Tawarrouq?

Is one of the transactions offered by GIB to its
clients. Below is a brief description and conditions
of Tawarrougq:

Tawarrouq:

Is the purchase of a commodity on a deferred payment
basis then selling it to a third party on a spot payment
basis so that the client can obtain cash.

Therefore, the Islamic Banks and Windows offers
Tawarrougq for its clients to get cash in a transaction
that complies with the principal of Shariah.

Example of a Financial Tawarrouq:

1. The Bank buys a commodity from the
local /7 international market.

2. Once the bank owns the commodity,
it sells it to the customer for a deferred payment.

3. Once the ownership of the commodity is transferred
to the customer the latter appoints a third party or the
Bank as customer agent to sell it to a new buyer on a
spot payment basis and the proceeds of the sale shall be
deposited in the customer’s account.

Conditions:

There are 5 conditions has to be available
for the authenticity of Tawarrouq transactions:

1. Name of the commodity and its full description.
2. Cost price.

3. The profit.

4. Tenor to pay the total value of the Commodity.
5. Not to sell the commodity to the first Seller.

Usage:

It can be used by individual for personal use or buy an
asset. Also, it canbe used by corporate forworking capital.
Normally banks are using international commodities to
execute Tawarrouq such as Metal, Aluminum, Palladium,
and other non-precious metals. Some banks are using
Industrial commaodities such as Cement or agricultural
commodities such as Sugar and Rice.

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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