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Their Reality and Legality as Conducted in Islamic Banks

Abstract

Among issues being explored by Muslim scholars and its manifold in contemporary
versions are of Forward Sale Contracts. The contract involves an individual selling a
commodity or merchandise at deferred price then the buyer undertakes to sell the same

commodity on conditional sale in future at price lower than initial price and peg the price.

Islamic Banks in Malaysia are among the Islamic banks that frequently uses forward
sale contract under instruments of Sukuk on deferred payment sale and Sukuk Murabahah.
The difference between both is in the term of investment and maturity as well as the manner
that the client of the Banks proceeds with funding requests in a specified amount which the
Bank purchase from the client initially at the value of required funding and pegged the price
and sell it back on deferred terms at increased amount thereon an agreed percentage.

The Jurists have differed on the rulings of Forward Sale Contracts. Thus, the view of
the majority is impermissibility or invalidity. However, Shafie and Zahiriyah are in favour of
permissibility. This is the basis that the Malaysian Banks have relied upon. Further, after
deliberation on the disputes, majority is in the opinion that the forward sale contract is not
allowed and the contract is null and void. In addition, the Malaysian banks have not complied
with the conditions set by Shafie for the permissibility of the transactions.

Keywords:

Forward — Islamic Banks — Malaysian Banks — Property transactions — Deferred Price Sukuk —
Usury - Investment — Islam in Malaysia — maturity —contemporary version - divergence of
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48y Refer to; Engku Ali, Assoc. Prof. Dr. Engku Rabiah Adawiah, Securitization in
Islamic Contract, Workshop on Islamic Bonds, Sukuk and Securitization, 29-30 June
2005, Kuala Lumpur, Malaysia, p.10.
49y Resolution of the Securities Commission Syariah Advisory Council, p. 22.
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-Guidelines On the Offering of Islamic Securities, Securities Commission of Malaysia.
-Refer to; Engku Ali, Assoc. Prof. Dr. Engku Rabiah Adawiah, Securitization in
Islamic Contract, Workshop on Islamic Bonds, Sukuk and Securitization, 29-30 June 2005,
Kuala Lumpur, Malaysia, p.10.
-Resolution of the Securities Commission Syariah Advisory Council, p. 22.
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