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The Prohibition of Riba and Profit and Loss Sharing 

as the Ideal Alternative 

When the Muslim countries from North-West Africa across the Near 

and Middle East tc South-East Asia gained their political indepen

dence after World war II, their economies inherited from the former 

colonial powers financial systems which were, and still are, based 

on "interest banking". This poses serious problems for devoute 

Muslims because the Qur'an co11111ands them not to take riba. Although 

some Muslim modernists have claimed that this old Arabic term means 

in modern times only usurious interest ro:Jtes for consumptive cre

dits, the more widely (and esp. by legal scholars) accepted inter

pretation is that any interest for a money loan is prohibited -

irrespective of the level of the interest rate c.r the purpose of 

the loan (consumptive or productive). 

But this does not mean that a provider of capital cannot 

participate at all in the financial results of a venture which was 

(co-)fina11-:ed by him. The poter.tial productivity of money capital 

is basically recognized, and forms of participation are permissible 

where the returns to the capita 1 provider are not predetermined 

positively in fixed amounts bl;t are defined 3S a sharP. in the 

venture's results - which may become positive (profit), but could 

also become negative (loss). In short, interest based financings 

shouid be replaced by profit ani loss sharing (PLS) arrangements. 

For financing business activities, esp. trade ventures, the early 

Muslims adopted and approved some forms of commercial partnerships 

known already in pre-Islamic Arabia. Scholars and bankers re-vita

li$ed them in the second half of the 20th century . 
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- In m1sharaka partnerships, a bank and an entrepreneur both con
tribute to the caryital of a r.ompany or of a particular proj~ct. 
The bank receives an agreed percentage of the expected profit. 
Should the final result be a loss, the bank has to share it 
accordir.g to the proportion of its contribution to the total 
capital of the financed venture. Both the bank and the entre
preneur have the right to manage the venture, though the bank may 
decide not to exercise this right. 

In 1111daraba partnerships, the bank is the sole provider of 
capital; the partner contributes his entrepreneurial efforts. The 
bark again receives a share of the profits {determined only as a 
percentage, not in absolute amounts), but losses have to be borne 
by the bank alone {while the work of the ent.epreneurial partJer 
goes unrewarded). The right to manage the venture lies only with 
the entrepreneurial partner. 

- The principles of these PLS partnerships are not only applicable 
to the financing business of Islamic banks; the relations between 
the bank and holders of savings and investment accounts are based 
on a similar construction. 'Depositors' no longer receive a fixed 
interest but participate in the financial results {profits or 
losses) of the bank; the receive factually a kind of "depositors' 
dividend". 

Because the returns on provided capital are unknown in absolute 
terms at the outset, and because the bank is required to share 
losses when they happen to occur, the bank is said to share econo
mic risks with the entrepreneur, thus relieving some of the 
financial burden of the economically "active" partner. This is con
sidered to be a fairer system than interest-based financings, and 
many academic writers have tried to demonstrate the allocative and 
distributive superiority of an interest-free Islamic PLS economy, 
compared with the conventional interest-based system. 

• 
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But these theories are more utopian moJels than descriptions of the 

reality of financing activities of Islamic banks. The O!)erating 

banks soon had to learn that PLS partnerships not only mean the 

participation in rarely occuring losses, but also a participation 

in the fluctuations of the positive results of the financed ven

tures. For this reason, but also because of some other problems 

(mentioned below). the "real" lslami;: banks reduced PLS financings 

to a minimum and took recourse to a number of other financing 

instruments with predetermined earning which sha 11 be outlined in 

the next section. 

One can observe a huge di screpar1cy betwe~n the macroeconomic mode 1 s 

of interest-free economies and the ideology of Islamic banking -

both putting emphasis on the PLS principle - and the reality of 

Islamic financial institutions. In past years, much confusion 

resulted from taking the former as a projection of the latter. 

2. 
Problems with Profit and Loss Sharing 

and Alternative Modes of Islamic Financing 

In countries where taxes are imposed on the profits of an enter

prise, there should arise a basic conflict of interests between the 

bank and the entrepreneur when a financing is made on PL~ oasis: 

Since the profit as disclosed in the balance sheet or income 

statement is in a PLS fin~ncing the basis for the earnings of the 

bank, it should be interested in a profit as high as possible. But 

the disc1 Jsed profit is, on the other hand, subject to taxation, 

so the entrepreneur should be interested in a profit as low as 

possible . 
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But even ir. countries without taxes on profits there will be con

flicts of interests. Considering the claims of shareholders and 

depositors for (real and 'factual') dividends, it is reasonable to 

assume that Islamic banks strive for earnings not less than those 

of conventior.al banks (with whom they compete for capital and depo

sits). This, combined with given profit expectations for a particu

lar venture: gives a "minimum participation ratio" (e.g. 20 % of the 

expected profits) for the bank that is necessary when the bank 

wants to get a minimum expected return for the provided capital. 

But entrepreneurs who expect higher profits than the bank •::ou l d 

hardly agree to this minimum ratio, because then their expected 

costs of funds under PLS would exceed those of an alternative 

interest financing. Thus PLS financing is particularly attractive 

to entrepreneurs with more pessimistic expectations than the bank, 

but the entrepreneurs would have no strong economic incentive to 

c:onmunicate their pessimism to the bank (because then the bank 

would ask for a higher share ii. the lower expected profits in order 

to keep its expected earnings on the same level as before). In 

short, the PLS mechanism could lead in "mixed economies" (where 

entrepreneurs could get a financing also from conventional 

interest-banks) to a concentration of bad risks at the Islamic 

banks. 

Besides the general uncertainty of future earnings and the danger 

of accumulation of bad risks, there is quite a number of other 

factors militating against the application of the PLS techniques. 

For example, there is the problem of identifying and evaluating the 

economic potent i a 1 s and market chances of projects submitted for 

financing; this job requires a highly qualified staff with intimate 

knowledge of the markets of the bank's customers. People with these 

qualities are difficult to find, hard to keep and not cheap in 

their salaries. Decisions on PLS financings are difficult to 

standardise and formalise, ana they will require - esp. in the 

field of corporate financing - individual assessments and judge-

• 
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ments by well-trained bank officers. Other problems are the need of 
individual negotiations on participation ratios and the need of 
protection against profit manipulations by the entrepreneurial 
partner. A factor working against a quantitatively greater 
financial support for medium and longer term agricultural and ir.du
strial projects on a PLS basis is that Islamic banks - an~ esp. the 
newly established ones - are pressed by the economic interests of 
the shareholders and depositors to show financial success(s as 
quickly as they can, whereas medium and long term projects often 
need a period of several years before they begin to show a profit; 
in contrast to this, transactions such as trade financings can 
yield earnings already in the short term. 

Arguments like these, and unsatisfactory experiences with a few PLS 
corporate financings, have caused musharaka and mudaraba 
partnerships to become limited to a \'ery sma 11 percentage of the 
total financings of the Islamic banks, or even to be suspended 
completely. And thJse banks who have set out musharaka and mudaraba 
finan~ings in their ~alance sheets have applied the PLS techniques 
not to corporate, but mainly to short term trade financings where 
there is no substantial uncertainty about the resulting profits. 

Islamic banks can dispense with PLS partnerships, since they can 
employ their funds also under other admissible modes of financing 
with predetermined earnings. The most prominent examples for these 
modes of financing are 

- •rabaha (mark-up or cost-plus financing), where the bank pur
chases something on request of a client and subsequently sells 1t 
to him at cost plus an agrP~d proift charge, and 

- ·ijara (leasin~). where the bank buys some asset (e.g. a machine} 
and rents it aga~nst fixed installments to the entrepreneur. 
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The most important financial instruments and services of Islamic 

banks are sunmarized in table 1. The conman denominator of these 

non-?LS modes of financing is that the bank does not prov·:de 

liquidity or money capital to the entrepreneur which he could use 

at his own discretion, but the bank supplies to him the real 

inp•Jt factors or productive assets which he needs for his venture. 

These modes of financing are held to be Islamically legitimate 

because they are considered special ways of settling real trans

actions (purchase of goods or rent of assets) where it is 

admissible to demand a higher price for deferred or instalm~nt 

paymE:nts than for i11111ediate cash settlement. These transactions do 

not involve the pure lending of money but represent special ways of 

conducting the financial side of a real transfer of goods or 

assets. 

Of course there is no substantial economic difference between an 

interest loan and a murabaha or ijara financing. But for the 

Islamic banks, e~p. for their advisors in Islamic law, the prohibi

tion of interest is not so much an economic problem (as it is for 

Muslim economists whc claim the allocative and distributive superi

ority of an interest-free Islamic system), as a legal one: The 

Islamic bar.ks' prime concern is to develop (or adapt) contractual 

forms capable of achieving particular financing aims without coming 

into conflict with the prohibition of interest as laid down by the 

judicary and defihed primarily under formal (not material, eco

nomic) criteria. One can hardly hold it against the banks that, 

after legal examinations, they have taken recourse to some known 

Western financing techniques such as leasing. A clear distinction 

should be drawn between the two criteria of originality and 

admissibility of financing techniques. The most important point for 

the Islamic banks is that a technique is legally permitted, whereas 

Western oliservers and theoreticians conerned with lshmic banking 

frequently expected above all that Islamic banks would apply 

completely new, original techniques. These biassed expectations nad 

to be dis3ppointed. 



Table 1: Main Activities/Instruments of Islamic Financial Institutions 

activities 
activities with partners I for customers for own 

account 

supply of funds (liquidity) supply of goods services 

.... partnership and interest- merchan- fixed letters trade 
CVI participation free dise assets of credit foreign ~ -g loans >.:::s orofit and loss investment currency 0 .... new par-..- trustee operations 0. .... sharing (PLS) ticipation eo 
GI techniques mark-up leasing safe- establ. of 

mudaraba musharaki\ under con- keeping subsidiary 
sideration murabaha ijara companies 

...., 

c acceptance of deposits sale of 
0 

(investment) ..... "' 
.... "O without remuneration with remuneration certificates ~c 
:=~ 

savings accounts investment accounts ........ 
.g 0 current joint spec i tic e accounts type A type U accounts accounts 
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3. 

Fundamental Differences in the Business Philosophy 

of Islamic Banks 

To say that Islamic banks' prime concern is to develop admissible 

contractual cons~ructions and alternatives for all those services 

which conventional banks offer their customers does not do full 

justice to a basically different - and older - business philosophy 

for Islamic banking. 

It was in Egypt in the 1960s when a first successful experiment in 

Islamic banking was launched. The initiator of this ~xperient had 

studiP.d economics in Germany and there became familiar with the 

concepts of cooperative and savings banks. After the return to 

Egypt, he established interest-free savings banks in the province 

capital of Mit Ghamr in 1962. This was for him first and foremost 

a developmental experiment; that the savings banks operated on an 

interest-free basis was not his prime concern but just a necessary 

precondition for the acceptance of the savings banks by the Muslim 

popu·1ation in the rural area of Mit Ghamr. The branches of the 

conventi ona 1 banks were not accepted by the people both because 

their operations were based on interest and their financing acti

vities were concentrated on the large business centres of the 

country and neglected the cre~it demand in the rural areas. 

People who wanted. to sav~ parts of their current income to make 

provisions for future events did not deposit their money in bank 

accounts but bought some rea 1 assets as stores of va 1 ue ( 1 i ke 

durable consumer goods, gold and jewellery). But this practice has 

negative consequences both vn the i ndi vi dua 1 resp. microeconomic 

and on the social resp. macroeconomic level. 
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- For the individual people the 'real ~sset saving' ca~ses often 
very high transaction costs: When in cases of need :~e savings 
asset has to be liquidated, this is usually possible only with 
some substantial reductions of the (now) selling price as 
compared with the buying price. 

- For the economy as a whole, the 'real asset saving' locks input 

factors in the production of the savings assets, these factors 
could be shifted into lines of production with a highe~ develop
mental impacts once the people would 'put aside' parts of their 
current income not by buying real assets but by acquiring 
financial assets when depositing their money in bank accounts. 

The interest-free savings banks promised their clien:s who had 
regularily deposited money into their savings accounts for the 
future interest-free loans once they would be in need. Clients who 
put their money into investment accounts were entitled :o a share 
in the results of the profitable employment of these tunes. 

Regarding the financing activities, the interest-free savings 
banks intended to employ most of the funds in the s3:::e (rural) 
areas from where these funds have been mobilised; they die not want 
to pass on the deposits to the distant conrnercial centres of the 
country for financings there. The interest-free savings Janks paid 
special attention to the financing of productivity improving 
devices for small craftsmen, peasants, traders, etc. who had 
practically no chance to get a loan from a conventional bank due 
to their lack of securities. The interest-free savings Janks did 
not care so much for securities but gave more importance to the 
personal qua1ities of the client. The financing decisicns should 
not depend on the 'physical capital' (securities) but ,ainly on 
the 'human capital' of the client. 
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The objective of the interest-free savings banks ec:riment was 

to change the behaviour of people (to "educate the -~sses"), to 

integrate the rural populJtion into the financial ::·stem (thus 

widening the basis for the national capital formatic ... , but also 

to decentralise the system and to create self-suppor:-ig regional 

'sub-systems' in order to improve the individual as .ell as the 

collective economic situation of the maJority of pe0:·: living in 

rural areas. The interest-free savings banks may be :-3racterised 

as 'private Islamic development banks', meaning that :~ey pursued 

developmental goals but were no governmental institu:- Jns and had 

to act like private banks who must cover their expe~::s by their 

own earnings and not by subsidies or contributions fr:1 the state 

budget. 

The Egyptian savings banks mobilised such amounts of ::vings that 

they had some problems to find adequate profitable ::nployments. 

But besides these ecnnomic problems there were some :::rang poli

tica1 reasons why this first experiment in Islamic ::::anking was 

factually terminated by the government in 1967. It \';c: not before 

1982 that again a (very s:mall) Islamic bank was es:;Jlished and 

made efforts to re-vitalise and bring to work the ;:-ilosophy of 

'private development bank1ng': the Fasial Islamic Ba ... -: of Kibris 
I 

in Turkish Cyprus. Most, oiher Islamic banks whic' have been 

established from 1975 on~ards follow in principle = basically 

different approach: They 1 want to he interest-free conmercial 

banks, and they try to 9ffer their clients the f(.-1 range of 

banking products and services of conventional t;iks on an 

interest-free basis. For 'these banks, Islamic banki~: is not a 
I • 

social or develcpmental , task, but they do l:>o·: at it as 

commercial banking just on, a different juristic basis. 
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4. 

B\·ief Notes on the History of and 

Major Groupings in Islamic Banking 

(1) Interest-free banking orerations were re-introduced in Egypt in 

1972 w~en the Nasser Social Bank was established. A main objective 

of this state-owned bank is granting its depositors interest-free 

loans for 'socia~' purposes (like housing). Therefore the bank is 

acting more like a social insuranr.e institution than as a commer

cial bank; the authorised and paid up capital is very small and 

amounts only to LE 4 mn (approx. IJS$ 5.7 mn). 

(2) On the internationa·. and governmental level, the activities in 

Egypt attracted much attention of the member states of the Organi

sation of the Islamic Conferer.ice (OIC) and esp. in Saudi Arabia. 

Egyptian (and Pakistani) experts prepared studies on the feasibili

ty of an intergovernmental development bank of Islamic countries. 

As a result, the Islamic f'evelopment Bank (IDB) was set up in 1975; 

it started operations in October that year. 

The number of members increased from 22 in 1975 to 43 in 1985, i.e. 

all OIC members except Iran and Brunei (Nigeria became a OIC member 

only in 1986 and so far also did not yet join the ID ). The 

authorised capital amounts to 2 bn Islamic Dinar (ID); the ID is 

just a unit of accounting and its value is equal to 1 SOR of the 

IMF. By the end of 1985, 1. 95 bn ID have been subscribed and 1.43 

bn ID were paid up. The largest subscribers to the capital of IDB 

are Saudi Arabia (26 %}, Libya (16 %), Kuwait (13 %) and the United 

Arab Emirates (10 %). 

According to the articles·of agreement, the purpose of the IDB 

"shall be to foster economic development and social p:--ogr~ss of 

member countries and Musl iM communities individually as well as 

jointly in accordnace with the principles 0f the Shari' ah. 11 
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The table 2 gives a summary of the approved financin~s of the iDB 
and a breakdown with respect to the types of operations (I. Ordina
ry Operations, 1. Project Financing, 2. Technical Assistance, II. 
Foreign Trade Operations, III. Special Assistance Operations). The 
project financings have been disaggregated with respect to the 
types of financing and to the sectors of financing. For the total 
financings of the IDB from its starting untill the erd of 1985 the 

foliowing can be observed: 

- 68 % of all financi~gs have been approved for foreign trade 

operations. A critical note on the continuous increase of this 
proportion and on the high level of trade financing c~n be fJund 

in a separate paper on capital movements and trade liberalisation. 

About 6 % of the total financings (resp. 20 % of the project 
financings) have been made as equity participations or profit 
sharing arrangements. Considering the high ideological value of 
these modes of financing, this actual percentage is not very 
impressive. 

- About 13 % of the total financings (resp. 34 % of the project 
financings) have been approved for projects in industry and 
mi~ing. This means that (direct) industry financing is only a 
mi r.or activity of the IDB. 

39 countries have benefitted from the 1.3 bn ID for project finan
cing; 12 % of the funds were received by Turkey, 8 % by Pakistan, 
7 % by Jordan, ':i % by Tunisia and 4-3 % each by Ban la de sh, Mauri -

tania, Morocco, Oman, Senegal and AR Yemen. 

Table 3 shows that the IDB is, in terms of authorised capital, only 
of medium small to medium size among the Arab/Islamic develop,ment 
banks and funds. But in terms of utilisation of these fun~s -

I 

measured as the relation between the cumulated financings since the 
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1405 H. 1396 - 1405 H. 
Amount Amount 

Type of Operation No. (mn 1['1) % % % No. ( mn ID) % % % 

I. Ordinary Operations 48 273 .11 27.2 100.0 100.0 282 1,438.50 28.9 100.0 100.0 
1. Project Financing 35 266.48 26.5 97.6 - 212 1,404.35 28.3 97.6 

a) by Types of Financing 
- Loan 15 98.62 9.8 36.1 - 85 508.41 10.2 35.3 
- Equity 1 4 9.87 1.0 3.6 - 58 274.93 5.5 19.1 
- Leasing 2 9 92 .10 9.2 33.8 - 60 547.79 11. 0 38.1 
- Profit Sharing - - - - - 2 7.33 0.1 0.5 - - - - - - - - - -

- Instalment Sale 7 65.89 6.6 24.1 - 7 65.89 1. 3 4.6 
b) by Sectors .... 

w 
- Agric. & Agro-Ind. 99.25 9.9 - 36.3 235.2 4.7 - 16.4 
- Industry & Mining 65.92 6.6 - 24.1 490.22 9.9 - 34.1 
- Transp. & Communic. 7.28 0.7 - 2.7 294.41 5.9 .. 20.5 
- Utilities 71. 75 7.1 - 26.3 199.20 4.0 - 13.8 
- Soci~l Services 26.58 2.6 - 9.7 173.15 3.5 - 12.0 
- Others 2.33 0.2 - 0.7 47.32 1.0 - 3.3 

2. Technical Assistance 13 6.63 0.7 2.4 - 70 34.15 0.7 2.38 
II. Foreign Trade Operations 38 668.21 66.5 . - 241 ~.374.12 67.9 
Ill. Special Assistance Account 11 63.90 6.4 - - 57 158.16 3.2 

Total (l+Il+III} 97 1,005.22 100.0 - - 580 4,970.78 100.0 

1) Incl. Line of Equity, Line of Equity/Leasing 
2) Incl. Line of Leasing 

Source: Islamic Development Bank: Tenth Annual Report 1405 H (1984-1985). Jeddah 1986, pp. 58-61. 
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Table 3: Capital and AccU11Ulated Financing of Major Arab-Islamic 
Development fiP.ancing Institutions upto 1~33 / 1403 H. 

(1) Institution 
(2) Conmencement of Operation 
(3) Authorised Capital (US$ rnn) 
(4) A~cumulated Approved Financing (US$ mn) 
(5) Capital Utilisation (= col. 4 I col. 2) 
(6) Number of Operations 
(7) Number of Receipient Countries (incl. some reg::1al and 

international organisa~ions} 

1 2 3 4 5 5 

Islamic Development Bank 1976 2,146.0 3,026.2 : .41 2~2 

Abu Dhabi Fund for Arab 
Economic Development 1974 1,089.0 1,030.0 : . 95 .:2 

OPEC Fund for Inter-
national Development 1~76 4,000.0 1,850.0 : .46 3:2 

Saudi Fund for 
Development 1975 7,288.6 4,158.2 : . 57 1?3 

Iraqi Fund for 
External Development 1974 924.0 1,733.C :.88 69 

Arab Fund for Economic 
and Social Development 1974 2,760.00 1,880.3 : .68 147 

Kuwait Fund for Arab 
Economic Development 1962 7,000.0 4,268.7 : .61 255 

Arab Bank for Economic 
Development in Africa 1976 738.3 541.7 :.73 ~4 

Source: Islamic Development Bafik: Ninth Annua: Kepc~: 1404H. 
(1983-1984). Jeddah 1985, p. 50; own ci;cu:::ions. 

; 

3.: 

40 

81 

s: 

3! 

15 

58 

36 
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establishment and the authorised capital - the !DB ~as in 1983 the 
second-most active institution, outrun only by :he :raqi Fund for 

Extern'll Development. 

(3) The first private lsla•ic com•ercial bank ...,as established in 
Dubai in 1975, starting operations in Si:.~tember. Approx. 30-40 more 
Islamic financial institutions have been set up since then, and 
today Islamic banks can be found in about 20 coun:ries of the 
Muslim world and also in a number of Western countries. Table 4 
1 i sts most of these banks; they have been arranged ~as far as possi
ble) in a chronological order with respect to the da~e of starting 
operations. Additionally, three countries - Pakis:an, Iran and 
Sudan - made efforts to Islamise their whole financia1 systems (see 

below). 

Apart from a considerable number of independent banks (e.g. in 
Bahrain, Bangladesh, Dubai, Egypt, Jordan, Malaysia, Qatar, Sudan), 
the Islamic banking scene was dominated for soree years by the 
activities of the Dar Al-Maal Al-lslami (DMI) Trust, "i~itiated by 
the Saudi Prince Mohammed Al-Faisal Al-Saud, incorpc;rated ·in the 
Bahamas and managed from Switzerland. OHi has est~blished some 15 

financial institutions (banks, investment companies and insurance 
companies) in, inter alia, Bahrain, Guinea, Luxembourg, Niger, 
Senegal, Sudan, Turkey and the United Arab Emirates. ~ore subsidia
ries should be opened in the future, although at present OHi seems 
to be more interested in a consolidation of its achievements than 
in a further (rapid) expansion. Table 5 summarises the OHi Trust. 
When DHI starte~ operations in 1981, a cpaital of USS 300 mn had 
been raised; surplus funds which were not immediately used for the 
formation of subsidiaries were "parked" in precious metals - an 

unwise decision which led to losses of USS 28 mn in 1S23 and USS 19 

mn in 1984. 

In these years of financial troubles for OM I, a strong rival en-
, 

tered the scene in the shape of the Al Baraka Group 0f the Saudi 
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Table 4: lsl111ic Financial Institutions 
Paid up Total 

lnstitutfon Country 0.,ening Capital Assets 

Dubai Isla•ic Bank 
Faisal Islamic Bank (Sodan) 
Kuwait Finance House 
Islamic Investllle~t Co. of the Gulf 
Faisal lsla•ic Bank of Egypt 
Jordan Islamic Bank f~r 

Finance and Investme~t 
Bahrain Islamic Bank 
Dar Al-Maal Al-lslami (DMI) Trust 
Islamic International Bank for 

Investment and Development 
Islamic Investment House 
Massraf Faysal Al-IslaMi of Bahrain 
Al Baraka International ltd. 
I~lamic Investment Cc. of the Gulf 
Sudanese Islamic Bank 
Al Baraka Bank (Sudan) 
Tadamon Islamic Bank 
Islamic Bank Internat. of Denmark 
Bank Islam Malaysia Berhad 
Islamic Ban~ of Qatar 
lslami Bank Bangladesh ltd. 
Islamic Cooperative Developm. Bank 
Islamic Bank of Western Sudan 
Beit Ettamwil Saudi Tounsi 
Al Baraka Investment Company 
Al Baraka Islamic Investment Bank 
Al Baraka Turkish Finance House 
Faisal Finance Institution 

Dubai 
Sudan 
Kuwait 
Sharjah 
Egypt 

Sep. 1975 
May 1978 
Aug. 1978 

1978 
July 1979 

Jordan Sep. 1979 
Bahrain Nov. 1979 
Bahamas July 1981 

Egypt Oct. 1981 
Jordan Jan. 1982 
Bahrain Dec. 1982 
U.K. 1983 
Bahrain 
Sudan 
Sudan 
Sudan 
Denmark 
Malays. 
Qatar 
Bangld. 
Sudan 
Sudan 
Tunisia 
U.K. 

1983 
(1983) 
(1983) 

Mar. 1983 
Apr. 1983 
July 1983 
July 1983 
Aug. 1983 

(1984) 
(1984) 

Jan. 1984 
Feb. 1984 

Bahrain June 1984 
Turkey Jan. 1985 
Turkey Jan. 1985 

{US$ 11111, 1984/85) 

13.6 311.1 
44.9a 344.la 
64. 7z 2, 781.8z 

(20.0)e 1,192.0e 
40.0a 1,861. 9a 

9.9 
15.3y 

318.lx 

11.4 
9.9 

20.0z 
14.5z 

(13.1) 
(42.0) 
11.6 
4.5z 

32.9c 
13.7y 
19.2 
(4.6) 
(3.8) 
25.0 
52.0 
50.0z 
8.7z 
8.7z 

252.1 
166.7y 

680.6 
32.0 

667.2z 
48.Sz 

(32.8) 
(72.8) 
61.8 
19.5z 

134.2c 
166.Jy 
32.1 

(28.4) 
(12.6) 
47.3 

242.4 
268.4z 
40.3z 
44.7z 

Figures in () not from primary sources (like Annual Reports); 
if no other dates are given: figures for 31.12.1984. 
a) 25.9.1984 .. 
b) Clients asets under management. 
c) 30.6.1984. 
d) Incl. deposits from other members of DMI group. 
e) • b) + x), incl. Islamic Investment Co. of the Gulf Bahrain. 
x) 30.6.1985. · 
y) 15.9.1985. 
z) 31.12.1985. 
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businessman Sheikh Sa~eh Abdullah Kamel. ThP. capital a\'ailable to 
the Al Baraka gro~p exceeded the DMI resources, and most of the Al 
Baraka subsidiaries have stronger capital bases that the comparoble 
DMI subsidiaries. Al Baraka has opened banks in Bahrain, Maurita
nia, S~dan, Tunisia and Turkey; more openings are expected for the 
future. In Lor.don, Al Baraka International emerged from the take
over of Hargrave Sec\lrities, a licen:>ed deposit-taker. Al Baraka 
has also become a major shareholder in the Islamic Finance House 
Universal Holding (IFH) in Luxembourg which owns the equity capital 
of the first fully licesed Islamic bank in Europe, the Islamic Bank 
In~ernational of Denmark. For a summary of Al Baraka see table6. 

Another potentially strong company has documented its interest in 
Islamic banking: the Al Rajhi Co•pany for Currency Exchange and 
Collllerce which has capital reserves of approx. USS 500 mn. Al Rajhi 
set up an Islamic Investment Division at its head office in Riyadh, 

established the Al Rajhi Company for Islamic Investments as a 
consulting firm in London, and became a major shareholder in IFH of 
Luxembourg. Since "money changing" is the main activity of Al 
Rajhi, about two-thirds of the company's total assets (1983: USS 
4.8 bn) are held in cash and bank balances, and the remaining 
investments are short term. Medium and long term investments may be 
expected once the process of transfJrming Al Rajhi into Saudi 
Arabia's first Islamic bank (which w0uld become the third largest 
bank in the country) shall be .comple::ed. 

(4) Pakistan, Iran and Sudan endeavoured to Islamise the whole 
financial systems of their countries. 

- Pakistan started the Islamisation of the financial system in 1979 
and brought it (for the time being) to a cl~se in 1985. The most 
impo1 tant steps, achievements and problems s'1al l be mentioned 

below. 

- Iran issued a law on interest-free banking in 1983, but reliable 
informations regarding the state and progress of the practical 



Dar Al-Maal Al-Islami Group 

Investment Companies 

Islamic Investment Company 
of the Gulf, Sharjah 

Islamic Investment Company of 
the Gulf (Bahrain}, Manama 
Islamic Investment Company 
Ltd., London 
Societe d'Investissement Isla
mique de Guinee, Conakry 
Societe d'Investissement Isla
mique du Niger, Niamey 

Societe d'Investissement Isla
mique du Senegal, Dakar 
Islamic Investment Company 
(Sudan) Ltd., Khartoum 
The Islamic Investment Co. 
(Jersey}, St. Helier 

Shari'a Investment Services, 
Geneva 

Financial Institutions 

Banking Companies (Massaref) 

Massraf Faysal Al-Islami 
(Bank & Trust) Bahamas, Nassau 
Massraf Faysal Al-Islami 
of Bahrain, Manama 

Massraf Faysal Al-Islami 
de Guinee, Conakry 
Massraf Faysal Al-Islami 
du Niger, Niamey 

Massraf Faysal Al-Islami 
du Senegal, Dakar 

Massraf Faysal Al-Islami 
(Jersey}, St. Helier 
I ;1i'.1ll I i11,11w1• 111';1 i l.111 ion 
I!:> 1.,1111>11 I 

Other Major DMI Companies 

Dar Al-Maal Al-Islami, 
Geneva 

Takafol (Insurance) Companies 

Islamic Takafol & Re-Takafol 
(Bahamas) Company, Nassau 
Sharekat Al-Takafol Al-Islamia 
of Bahr~tn, Manama 
l~1am1c Takafol Company (ITC), 
Luxembourg 

-l 

"' I J .. 
Ill 

fJ1 

..... 
CX> 
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Table 5 continued 

Dar Al-Maal Al-lsla•i Trust 
(C~nsolidated Figures in mn US$j 

1981/82 1982/83 19a;·~1 1984/85 

Authorised Capita ·i 
Paid-up Caoital 
Reserves 
Current Liabilities 
- Accounts Payable 
- Hassaref Cu~tor.iers Accounts 
Net Assets 
Operating Profit 
Loss on Precious Metals 
Net Profit/Loss 

Table 6 

Al Baraka Group 

Tnvestment Companies 

Al Baraka Investment and 
Development Company, Jeddah 
Al Baraka Investment Company, 
London 

Other Companies 

1,000.0 
307.6 

1.2 

6.5 

310.5 
2.9 

7.9 

Arabian-Thai International Co., 
Bangkok 

1,000.0 
311.0 

1.2 

l,OCJ.O 

:.2 

1,000.0 
>316.4 

3.5 

10.6 
2.1 

285.9 
1.1 

29.0 
-27.9 

l 
27 

Banking Companies 

12.8 
20.4 

280.0 
7.1 

0.8 

Al Baraka Inter~ational Ltd., 
London 
Albaraka Islamic !r.·1estment 
Bank, Manama 
Al Baraka Bank ;sucan), 
Khartoum 
Al Baraka Turk Czei Finans 
Kurumu A.S. (A.1 3araka Turkish 
Finance House), ~s:anbul 

Beit Ettamouil Saut~ Tounsi 
(B.E.S.T. Bank) ;Saudi l~~isian 
Finance House 
Al Baraka Islamic 3ank 
Mauritania, Nouat.crott 
Al Baraka Islamic ~ank of 
Bangladesh (under f'rmation) 
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implementation of the new system are not available. But even if 

data were at hand, their in~erpretation would be very di fficu1 t 

because of the peculiar situation of Iran's economy as a conse

quence of the war with Iraq. 

Sudan started an Islamisation - in a very abruc! manner - in 

1984, but the process came to a standstill after tr.2 overthrow of 

Numeri in 1985. Definite decisions on the --:e .. go\ernment's future 

course in financial and banking matters have not yet been taken. 

The present status quo seems to be that t~e banks are no longer 

forced to apply interest-free techniques, but ~tte conventiona 1 

banks seemingly found the Isl~mic modes of financing quite 

attractive so that they still adhere to them in a large scale. 

(a) The elimination of riba is a goal ~hich was set to the govern

ment of Pakistan in the constitutions of 1956 and 1973 (the 1973 

constitution was re-inforced in an amended version in December 

1$5). Concrete actions towards an interest-free economy, however, 

were not taken before the late 1970s. 

General Zia-ul-Haq asked the Council of Islam~c Ideology in Sep

tember 1977 to prepare a report on the elimination of interest from 

the economy. The Courie i 1 presented an interim report in 1978 and 

published the final report in 1980. There was a broad consensus 

that the transformation of the financial system should be made 

gradually over a period of a fe~ years. 

- In a first phase, a number of specialised financial institutions 

had to covert to interest-free financing techniques: the National 

Investment Trust (NIT) and the Investment Corporation of Pakistan 

(ICP) in July 1979, the House Building Finance Corporation (HBFC) 

in August 1979, the Small Bus~ness Finance Corporation {SBFC) in 

July 1980. Further, an ordinance wac: issued to facilitate the 

establishment of modaraba co111panies which act as project managers 

and employ funds which have been raised from the general public 



- 21 -

by the sa1e of specific modaraba certificates for particular 
projects. The Bankers Equity Ltd. (BEL) (established in 1979) was 
registered as the tirs~ (and so far only) modaraba company in 
1981, and BEL managed only one major modaraba project ( ir. the 

housing sector). 

- The second phase started with the opening of interest-free 
departments in all five nationalised commercial banks in January 

1981. The clients of the banks were free to c'ioose to deposit 
their money either in conventional interest-yielding accounts or 

in accounts where they participate in the financial results -
profits or losses - of the employment of their funds: 1n PLS 
accounts. The banks had to employ the PLS deposits in specific 
interest-free transactions; the catalogue of permissible employ
ments (issued by the State Bank of Pakistan) was very limit~d in 
the beginning but was enlarged several times in subsequent years. 
In 1981, the ICP introduced a new finanri~1 1nstrument: Partici
pation Term Certificates (PTCs}. The PTCs should replace the 

interest-bearing debentures in medium and long term corporate fi
nancing. The financing is based on the principles of PLS, i.e. 
losses have to be borne in proportion to the capital share while 
profits will be shared according to a pre-agreed ratio. PTCs can 
be dealt in on the stock exchange, and they will be redeemable at 
maturity. 

- The third phase of the ls~amisation process was announced by the 
finance minister in his budget sppech in June 1984. Interest 
should be eliminated completely by the middle of 1985. The State 
Bank of Pakistan (SBP) issued a circular with an exclusive list 
of all those interest-free modes of financing which were held to 
be permissible under Islamic law (see table 7). Till the end of 
1984 the commercial banks were free to continue their conventio
nal financing business or to adopt voluntarily the permissible 
interest-free modes of financing. Since January 1985, all 
finandal transactions with government agencies and private or 
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Table 7: State Bank of Pakistan Circular on Permissible Modes 
of Financing 

Permissible Modes of Financing 

(i) Financing by lending 

(a} Loans not carrying any interest on which the banks may '~
cover a service charge not exceeding the proportionate c:st 
of tt:e operation, excluding the cost of funds and pr:.i
sion for bad and doubtful debts. The maximum service ch='~e 
permissible to each bank will be determined by the S:=te 
Bank from time to time. 

(b} Qard-e-Hasana loans given on compassionate grounds freE Jf 
any interest or service charge and repayable if and ,,ren 
the borrower is able to pay. 

(ii) Trade-related 110des of financing include the following: 

{a} Purchase cf goods by banks and their sale to clients ~t 
appropriate mark-up in price on deferred payment basis. In 
case of default, there should be no mark-up on mark-up. 

(h} Purchase of trade bills. 
(c} Pruchase of moveable or immoveable property by the bc;'<S 

from their clients with Buy-Back AgreelllE"nt or otherwise. 

(d} Leasing. 
(e} Hire-purchase. 
(f} Financing for development of property on the basis of a :e

velopment charge. 

The maximum and the minimum rates of return to be derived JY 
the banks from these modes of financing will be as ma; be ::
termined by the State Bank from time to time. 

{iii) Investment type modes of financing. These modes include the 
fol lowing: 

(a} Musharika oi profit and loss sharing. 
{b} Equity participation and pruchase of shares. 
(c} Purchase of Participation Term Certificates and Modar::>a 

Certificates. 

(d} Rent-sharing. 

The maximum and minimum rates of profit to be derived by :'le 
banks from such transactions wi 11 be as may be prescribed Jy 
the State Bank from time to time. However, should any lo~::s 
occur, they will have to be proportionately shared among :l~ 
the financiers. 
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Table 7 continued. 

Pos~ible Modes of Financing for Various Transactions 

Nature of Business 

I. Trade and C0111erce 

(a) Con111odity operatio~s of the Federal 
and Provincial Governments and their 
agencies. 

(b) Export Bills purchased/negotiated 
under letters of credit (other than 
those under reserve). 

(c) Do~umentary Inland Bills drawn 
against letters of credit pur
chased/discounted. 

(d) Import Bills drawn under letters 
of credit. 

(e) Financing of exports under the State 
Bank's Export Finance Scheme and the 
Scheme for Financing Locally Manu
factured Machinery. 

(f) Other items of trade and conunerce. 

TI. Industry 

Basis of Financing 

Mark-up in price. 

(i) Exchange Rate dif
ferential in the case of 
foreign currency bills. 
(ii) Co11111ission or 
mark-down in the case 
of Rupee bi 11 s. 
Mark-down in price. 

Mark-up in price. 

Service charge I Con
cess i ona 1 Service cr.arge. 

Fixed Investment 
Equity participation, 
PTCs, leasing or hire
purchase. 
Working Capital 
Profit and loss sharing 
or mark-up. 

Fixed Investment 
Equity participation, 
PTCs, Modaraba Certifi
cates, leasing, Hire
purchase or Mark-up. 
Working Capital 
Profit & Loss snaring 
or '1ark-up. 

III. Agriculture and Fisheries 
IV. Housing 
V. ,,ersonal Advances (other than those for business purposes I 

housing) . . . : : 

Source: State Bank of Pakistan: Annual Report 1983-84. Karachi !984. 
I 1 I 
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public joint stock companies had to be in line with the catalogue 

of permissible modes of financings, and since April 1985, this 
must be so for all financings of all banks in Pakistan. Since 

July 1985 all bJnk deposits had to be converted into PLS 

deposits. This brought the elimination of interest, for the time 

being, to a completion. 

(b) The Islamisation of the financial system obviously did not 

throw the economy into a chaos; nevertheless, a number of problems 

became apparent even before the interest-free system had completed 

its first full year of operation. 

- There were, for example, complaints about a general increase of 
the costs of funds after the switch ov.:?r to the interest-free 

modes of financing. This may be explained, on the one ha~.d. by 
higher operative costs of the banks: They '"we to (re-)train 

their staff, the standardisation and formalisation of operations 
still has to be advanced, etc. But, on the other hand, the in

crease in costs of funds may have occured because the banks 
seized the opportunity of the general re-structuring for an 

improvement of their income situation by charging higher rates 
for financings. 

A declining trend in the returns on PLS deposits has l.Jeen ob
served and was criticized. But this, again, must not bee judged 

as a failure of Islamic banking but could be explained by 'con

ventional' microeconomic arguments: The banks were faced with an 
increasing 'surplus' of funds in relation to their profitable 

investment opportunities, and higher returns for PL!; deposits 
would have aggravated this situation. 

- What has its cause in the present design of the lslamisation is 
the dominance of modes of financing which yield fixed income for 

the banks. Far more than 80 I of the total financings are based 
on fixed income techniq~es. The ideologically high ranking part-
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nership and profit sharing arrangements are not popular -

neither with the banks nor with the entrepreneurs: The banks 

dislike PLS financings because of the many risk elements (from 

un~ertain :ncirket developments to the danger of profit rnanipu

lations!; the entrepreneurs dislike the permissible partnersihp 

and participation techniques because they give the bank 

(generally 1Jr under certain conditions) the right to interfere 

wi tt. the management of the financed enterprise. 

The general impression is that the lslamisation in Pakistan has 

replaced interest loans by interest-free but 'fixed income' modes 

of financing. Despite the discussions of bankers and iegal experts 

on Islamic Janking over· the 1ast years, the PTCs seem to be the 

only financial innovation with some su~sto~ce that has been 

developPd and intrCJduced in Pakistan. But 1:iore innovations are 

necessary when the reality of interest-fr?.e banking shall be 

reconciled with the ideal of a PLS based Islamic financial system. 

The catalogue of permissib-1e modes of financing should t·e enlarged 

with respect to some more attractive forms of partnership arrange

ments (where, for example, the bank does not have the right to 

interfere with the management and where the participation basis is 

not the - somewhat arbitrary and unpredictable - profi-r of the 

annual balance sheet but a more stable and 'rational' approxima

tion of the productive power of a company) . Addi ti ona 11 y, the 

interest-free interbank market needs some re-consideration. 

Interbank 'loans' are formally based on PLS techniques, but factu

ally the costs of funds are calculated as a surcharge on the 

returns on PLS depdsits of the respective bank which are, in their 

turn, to a large degree at the discretion of the bank management. 

The PLS interbank market techniquer; are strongly suggestive of 

interest transactions. 

Although the lslamisation of the finacial system came to a close 

for the time being, the future should bring some financial inno

vations so that the process of establishing an Islamic banking 
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system is not yet completed. The present practice is far fr'Jm 
perfect, and many national peculiarities (like the selecti":e 
credit policy and Gther interventions of the State Bank 1f 
Pakistan, including the prescription of limits for mark-up margins 
and profit sharing ratios) must be observed. The Pakistani expe
riences in Islamic banking and esp. in the interest-free financing 
of industrial vent~res should not be generalized; the situation :f 
Islamic banks in other Muslim countries with 'mixed economies' is 
different in many important respects from that of Pakistani banks. 

5. 
Achievements, Problems and Prospects 

of Islamic Banking 

(1) In order to evaluate the achievements of Islamic banks, their 
performance should be assessed in relation to the performance ·Jf 
conventic .l banks in the same countries. Such an attempt was made 
for the banks in Sudan in a recent paper of Al Bagkir Mudawi. His 

comparative figures are reproduced in tables 8 and 9. The following 

can be observed for 1984: 

The six Islamic banks of Sudan play a respectable role in the 
financial system of the country: They had attracted 18.5 % of the 
total bank deposits (of Islamic plus conventional commerci;l 
banks), and they transacted 18. 7 % of tota 1 loans and i nves :

men ts. 

- The Islamic banks concentrated their investments in the local and 
forei~n trade sector (59.4 % of their total investments); the 
share of the industrial sector was quite negligible {5.4 %). 

Comparative figures for the conventional banks were not given, 



Table 8 

FIBS = Faisal Islamic Bank (Sudan) Sectoral Distribution of Investments of Islamic Banks in Sudan 
SIB = Sudanese Islamic Bank 
TIB = Tadamon Islamic Ba~k (1) Loe al Trade (5) Agriculture (8) Total Investment 
IDCB = Islamic Development Cooper. Bank ( 2) Imports (6) Industry (9) Total Trade in % of 8 
IBWS = Islamic Bank of Western Sudan {3) Exports (7) Handicraft {10) Industry in% of 8 
ABBS = Al Baraka Bank (Sudan) (4) Total Trade (8) Transp. & Serv. ( 1) to { 8) in mn LS 

Bank Year (1.) (2) ( 3) (4) ( 5) (6) ( 7) ( 8) ( 9) (10) ( 11) 
- - - - - - - - - - - - - - - - - - -

-----------------------------------------------------------------------------------------------------------
FIBS 1980 22.0 29.0 6.0 57.0 0.0 0.3 0.0 0.0 57.3 99.48 0.52 

1981 19.d 32.0 18.0 69.0 0.0 3.0 1.2 1.0 74.2 92.99 4.04 
1982 47.0 64.0 20.0 131.0 0.0 3.0 1.0 0.0 :i.35.0 97.04 2.22 
1983 35.0 29.0 1.2 62.5 1.0 4.0 2.4 2.2 74.8 83.56 5.35 
1984 43.0 36.5 1.0 80.5 5.0 9.0 2.3 11. 3 98.1 82.06 S.17 N ....., 

I 

SIB 1984 24.0 16.0 7.0 47.0 33.0 7.0 1.0 2.0 90.0 52.22 7.78 

TIB 1983 17.0 11.0 3.0 31.0 3.0 3.0 2.0 18.0 57.0 54.39 5.26 
1984 13.0 8.0 1.0 22.0 2.0 2.0 2.0 13.0 41.0 53.66 4.88 

IDCB 1984 30.0 6.0 21.0 57.0 4.0 2.0 0.0 16.0 79.0 72.15 2.53 

IBWS 1984 8.0 6.0 0.0 14.0 0.0 0.0 0.0 1. 2 15.2 92.11 0.00 

AB I BS 1984 0.0 27.0 20.0 47.0 0.0 0.0 0.0 1.0 48.0 97.92 0.00 

Total 1980 22.0 29.0 6.0 57.0 0.0 0.3 0.0 0.0 57.3 99.48 0.52 
1980 19.0 32.0 18.0 69.0 0.0 3.0 1. 2 1. 0 74.2 92.99 4.04 
1982 47.0 64.0 20.0 131.0 0.0 3.0 1.0 0.0 135.0 97.04 2.22 
1983 52.0 '10.0 'I. 2 96.5 '1.0 7. 0 'I . 'I 20.2 131. 0 7 3. ()(1 5. 3'1 
1984 88.0 77.0 50.0 220.5 44.0 20.0 10.3 44.5 371.0 59.43 5.39 

I 
/ 

I 
) 

-' 
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Table 9 

Capital. Deposits. Loans and Investments of Islaaic and Conventional 
Banks in Sudan 1984 (in mn LS) 

(1) Capital 
(2) Deposits 
(3) Total Assets 
(4) Loans and Investments 
(5) Medium and Lor.g Term Loans and Investments 
(6) (7)/(6) (in %) 

(1) 

(a) Islamic Banks 156.0 
(b) Conventional Banks 326.0 
(c) (a) in % of {ai-r'~' 32.4 

(2) 

447.2 
1964.1 

18.5 

(3) 

623 .. 0 
4178.4 

13.0 

(4) 

371.0 
1609.~ 

18.7 

( 5) 

92.3 
454.0 
16.9 

(6) 

24.9 
28.2 

Capital. Deposits and Total Assets of the Isla•ic Banks in Sudan 1984 
(in mn LS) 

(1) Paid-up Capital 
(2) Reserves 
(3) Shareholders Equity (= (I) + (2)) 
(4a) Deposits 
(4b) Share in Total Deposits of Islamic Banks (in %) 
(5a) Total Assets 
(5b) Share in· Total Assets of Islamic Banks (1n %) 

(1) ( 2) ( 3} (4a) (4b) (Sa) (5b) 

Faisal Islamic 
Bank (Sudan) 58.4 76.0 134.4 275.0 61.5 447.0 62.3 
Sudanese 
Islamic Bank 17 .0 1.0 18.0 54.1 12.1 42.6 5.9 
Tadamon 
Islamic Bank 15.0 7.0 22.0 44.0 9.8 80.3 11.2 
Islamic Development 
Cooperative Bank 6.0 0.1 6.1 25.0 5.6 36.9 5.1 . 

Islamic Bank of 
Western Sudan 5.0 5.0 9.1 2.0 16.4 2.3 

Al Baraka Bank(Sudan) 54.6 54.6 40.0 8.9 >94.6 13.2 

Total 156.0 84.1 240.1 447.2 100 % >717.6 100 % 

Source for table 8 and 9: Al Bagkir Mudawi: Medium and Long-term Fi
nance by Islamic Financial Institutions, in: Journal of Islamic Banking 
and Finance, Vol. 3, No. 2, Karachi 1986, pp. 16-35. 
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but there is probably no fundamental difference in the sectoral 
compostion of investments. 

The share of medium and long term investments in total invest
ments was a little less in Islamic banks (24.9 J) than in conven
tional banks (28.2 %). 

Comparative statistics for other Muslim countries have so far not 
been published, :ind filling this gap is beyond the scope of this 
paper. Therefore no reference is made to the financial environments 
of the Islamic banks in their home countries. 

For comparative and evaluative purposes, data for a number of Islamic 
financial institutions (whose annual reports were available) have 
been coq>iled and are presented in a 'standardized' form in ta
bles in tre annex. It should be noted that the terminology of the 
annua 1 reports is very varied and that therefore some i nterpre
tat ions were necessary in order to translate balance sheet posi
tions of some banks into the standardized terminology. 

Many banks do not disclose the coq>osition of their financings or 
investments with respect to the modes of financing and the sectors 
in which the funds have been placed, and the reports of some other 
banks give only a very rough idea of the composition of the bank's 

activities. However, those informations that could be found are 

also quoted or summarized in the annex. 

(2) Although most Islamic banks presented impressive growth rates 
of deposits and total assets in past years, they are fairly small 
institutions. Only the two largest Islamic banks are to be found in 
the "Top 100 Arab Banks" published annually by "The Banker": The 
Kuwait Finance House entered the list in 1979 ranked at 94, and 
climed to rank 32 in 1984 (for 1983) as the si~th of seven Kuwaiti 
banks in the list. The Faisal Isldmic Bank of Egypt entered at 77 
in 1981 and cli~bed to rank 51 as the seventh of 13 Egyptian banks 

I I 
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in 1984. Development banks and investment companies are not 

rncluded in the •Top IGO•, but two of the Islamic non-bank fir.an

cial institutions should be mentioned because of their financial 

~otential. The Islamic Investment Company of the Gulf (Sharjah and 

Bahrain) - a s1,,bsidiary of DMI - managed US$ 1.2 bn for 50,000 

clients in the middle of 1985, and the Al Rajhi Company for 

Currency Exchange and Conmerce reported that the total advised 

credit lines of the customers of its Islamic Investment Division 

amounted to more than US$ 1 bn in 1983. The total funds deposited 

with or under the management of Islamic financial institutions 

amounts to approximate~y US$ 13-15 bn worldwide. This is 

respectable, but by no means dramatic. There are some 10-20 con

ventional banks in the Muslim world which are able to show balance 

sheets with total assets of this size individually. 

In terms of dividends and returns on investme;1t accounts, most 

Islamic banks could offer in most years competitive rates both to 

shareholders and depositors. But in many cases they have lost :he 

edge they once had over the dividends and interest rates paid by 

conventional banks. Since Islamic banks were very successful in 

mobilising funds, the deposits consistently grew, while at :he 

same time it became increasingly harder for the bank·s to find 

adequate profitable employment for these funds. 

With respect to the profits of Islamic banks, it is important to 

realize that their depositors do not receive fixed interest 

payments but participate in the profit of the bank. Very often, 

the net profits in the balance sheets of Islamic banks compr~se 

both the profit shares due to the depositors and due to the share

holders. In the balances of conventional banks, the net profits 

comprise only the latter. Corresponding with the forr.~r 

{depositors' profit shares) are the conventional banks' interest 

payments to their depositors, and these can be found as profit-re

ducing costs of funds in the income statements. This means that 

the net profits of Islamic banks which include the depositors' 
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shares cannot be meaningfully compared with the net profits of 

conventional banks. But exactly that is done, for example, by •:ne 

Banker": In its annua 1 eva 1 uation of the performance of the "7op 

100 Arab Banks", the magazine ranks the banks according to t!ie'ir 

pre-tax earnings to assets ratio; the pre-tax earnings of the :ao 

Islamic banks among the top 100 are called "net profits• in the'ir 

balance sheets, but they include the depositors' shares. According 

to the pre-tax earnings to assets ratio, the Faisal Islamic Bank 

of Egypt and the Kuwait Finance House occupied the ranks 1 and 2, 

and the pre-tax earnings on capital ratios reached fantastic 253.3 

% and respectable 101.8 % for 1983. These figures are very 

misleading and over-estimate the profitability of the Isla~ic 

banks by far. If one calculates the profit/asset ratio on :ne 

basis of figures comparable to those of conventional banks (i.e. 

exc 1 udi ng the depositors' shares from the net profits), then :he 

Islamic banks would rank at or somewhere below 50 in the list ~f 

the top 100. 

(3) Sunmarizing the scarce informations on the industrial finan

cing business of the Islamic banks, one can say that - on the 

average - they are not very active in this field (even if the 

generally low level of industrial production in their countries is 

taken into consideration). When financings are made in the indu

strial sector, these are no medium or long term conmittments but 

mostly short term financings of input factors (working capital i. 
The present UNIOO workshop should help to find out the reasons. 

(4) Generally, the growth prospects for the Islamic banking mo·1e

ment do not 1 ook bad in terms of equity capita 1 and customers' 

funds - despite the problems of individual banks in recent years. 

Most public attention has been focused on the already mentioned 

los~~~ of DMI (USS 47 mn 1983-1984) and the troubles of KFH. KFH 
had concentrated its imbalanced investment portfolio on real 
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estate and ran into trouble when the real estate market in Kuwait 

collapsed. In 1984, income of USS 93.7 m was transferred to an 
emergency reserve fund to be prepared for prospective value ad
justments of the investments. Neiter the shareholders nor the 
depositors received a return on their capital. But in 1985, both 
OMI and KFH have recovered and set out profits again. 

Problems like these should be judged as problems ~f individual 
Islamic banks but not of Islaw.ic banking in general, meaning that 
these troubles resulted from the imprudent investment strategies 
of the bank management rather than the principles of interest-free 
banking. But, of course, there are other problems of a more con
ceptional kind: one is that Islam;c banks have not yet developed 
fully adequate instruments with which to supply companies with 
liquidity, another is that a PLS-based deposit business comes into 
conflict with conventional central bank regulations for the pro
tection of depositors which can be found both in Western and many 

Islamic countries. 

(a) Liquidity and Working Capital. Suppose a firm faces a liqui
dity squeeze for a few months. If the firm does not need machinery 
or merchandise or other input factors but does need money (e.g. to 
pay the salaries and wages), Islamic banks could supply the 
liquidity only on the basis of a participation financing, but here 
the known PLS techniques look very inadequate. Inter alia, PLS is 
very risky for the bank, it may take several months before the 
annual profit or loss is calculated and the accounts are finally 
settled, and for a company showing or expecting losses, PLS 
financing seems impossible at all. 

These problems have been recognized, and Islamic banks are 
searching for new approaches and techniques. A very recent pro
posa 1 starts with the observation that the traditional 
partnerships allowed the providers of capital to participate in 
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the wealth created by the financed venture. In modern times, when 
companies are established to operate continuously for an 
indefinite future period, the wealth created during that time is 
more accurateiy approximated by the value added (i.e. the sum 
total of wages and salaries, costs of funds and profits) than by 
the profit as calculated in the annual income statement resp. 
balance sheet. The proposa ~ is tv rep 1 ace PLS by a va 1 ue added 
participation which is less risky and more predictable with 
respect to the earnings of the bank, and a value added partici
patior (VAP) would also allow the supply of iiquidity to a company 
in the red. 

(b) Protection of Depositors. Holders of investment accounts 
participate in the profits and losses of the bank. These accounts 
differ from unremunerated current accounts in that the bank cannot 
give a direct and unconditional guarantee that the funds placed in 
Islamic investment accounts will be repaid in full. In cases of 
losses, the investment deposits would have to bear a part of the 
losses so that they could not be repaid in full. For Western 
central banks (but also for central banks in some Muslim 
countries), which give highest priority to the protection of 
depositors, the risk pertaining to investment accounts is a key 
rea~on for refusing to deposit-taking or primary banking licenses 
to Islamic financial institutions. 

Therefore, those banking groups which are interested in 
establishing Islamic banks in Europe (and some Muslim countries) 
are looking for workable schemes for the protection of investment 
deposits. At least in theory, one feasible method could be a 
deposit insurance offered by an independent insurance company. 

Another possibility might be a construction of the deposi! 
contract that implies a kind of guarantee bJ the deposit accepting 
bank: Bank and ,depositor agree that the in"estment deposit should 
only be employed in risk-free financings like mark-up or leasing. 

If the bank em~loys the funds in other ways and suffers a loss, it 
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has to take it on its own account. Approache~ like these, however, 

are sti 11 at an early stage and neither generally accepted nor 

applied. 

(c) Some Other Problems. The shortcomings which have been 

mentioned are only some examples for operational and conceptional 

problems. Some other problems a~e, for example, 

- the tax discri•ination between the costs of funds in ca!ies of 

interest loans, where the payments to the bank reduce the entre

preneur's taxable profit, and in cases of participation 

financing, where the payments to the bank usually have to t;e 

made out of the entrepreneur's profits after taxes ( un 1 ess the 

respective tax regulations have been amended), 

- underdeveloped instruments for the short term and very short 

term placement of f~n1r outside the interest-based international 

money market, 

- the absence of a lender of last resort for Islamic banks which 

cannot (at least conceptionally) take recourse ~J the facilities 

of conventional central banks because they operdte on interest, 

- the lack of adapted (computerised) meth~.::, for project evalu

ations (esp. in the industrial sector) ,. .. ~ of financial imdels 

of Islamic banks for t~e support of managerial decisions and for 

the simulation of the cosequ~nces &, strategic decisions. 

The list of operational ,and conceptional problems is not a short 

one, but once the prob 1 ~ms are recognized, they probab 1 y can be 

solved in the future. Islamic banking today is by no means a 

perfect or fully elabor~ted system, as some ideologists want to 

make us believe. It is' important that Islamic banks will find 
I 

solutions for their prpblems because otherwise the financial 

intermediation. esp. the' transfo!"mation of risks and maturities, 
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would be seriously impeded. But there is no reaso~ why the 

problems of Islamic banks should be basically unsolvable, as some 

critics from the other side have told us. 

Western experts could probably assist the Muslim economists and 

bankers in their search for solutions and financial innovations -

provided the Western experts accept that Islamic banking is the 

very concrete attempt of a positive application of normative 

economics on a microeconomic level which should be taken 

seriously, and they learn from the Muslim side where the open 

questions and pressing problems are. There is, for example, a 

considerable and growing interest in Islamic economics and banking 

among scholars and students in Western universities, but the 

effective output is rather limited and intellectual capacities are 

often wasted. The reason is that there is a discrepancy between 

tne growing interest and the existing level of knowledge which is 

on the average very 1 ow. As a consequence, many theses are written 

as "introductions" into Islamic economics and banking, but they do 

not add much to the state of knowledge and they do not solve the 

re<' 1 problems. If the Western professors were better informed 

about the fundamenta 1 s of Is 1 ami c economics and banking, and if 

they and their students would have a less difficult access to 

relevant literature and material like annual reports, there would 

be less "introductions" but more studies relat~d to topical 

questions. Financial intermediation should be facilitated by 

Islamic banks; if 'intellectual intermediation' should be 

facilitated by international organisations like UNIOO (where 

Western and Muslim·countries are represented), then these organi-

sations may make efforts to simulate and promote more problem-

oriented research on Islamic economics in Western countries, 

provided that the Muslim side is willing to supply the relevant 

material and to enter into a critical but constructive discussion 

of their approach in economics and banking. 
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Annexes 

Figures fro11 Fi~ancial State.er.ts of Islamic Banks 

Al Baraka International Limited, London 
Albaraka Islamic Investment Bank, Manama 
Al Baraka Turkish Finance House, Istanbul 
Bahrain Islamic Bank, Manama •.••••••.•••..........•.. 
Bank Islam Malaysia Berhad, Kuala Lumpur •............ 
Beit Ettamwil Saudi Tounsi, Tunis 
Dubai Islamic Bank, Deira •••.••......•...........•... 
Faisal Finance lnstituticn, Istanbul ..•...•.......... 
Faisal Islamic Bank (Sudan) ............••........•.•• 
Faisal Islamic Bank of Egypt, Cairo ............•....• 
lslami Bank Bangladesh limited, Dhaka 
Islamic Bank International of Denmark, Copenhagen 
Islamic International Bank for Investment and 

Deve 1 opment, Cairo ••....•••.•••.•.........••...... 
Islamic Investment House, Annan •..•...........•...... 
Jordan Islamic Bank for Finance and 

Deve 1 opment, Amman ...••..•.•..•••........••••••••• 
Kuwait Finance House, Safat •.••••••...••••..••...••.. 
Massraf Faysal Al-lslami of Bahrain, Manama •••••••••• 
Qatar Islamic &ank, Doha .•.••••••••......•••........• 
Tadamon Islamic Bank, Khartoum 
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Al Baraka International limited, l , ·-n (U.K.) 

Amounts in mi 11 ion .£ / USS 1984/5 1985 1984/5 1985 

-----------------------------------------------------------------
0. Exchange Rate (NC/USS) 0.805 0.692 0.805 0.692 

1. Capital 
1.1. - Authorized 100.00 100.00 124.30 144.45 
1.2. - Paid up 5.00 10.00 6.22 14.45 
2. Reserves 0.00 0.00 0.00 0.00 
3. Capital + Reserves 5.00 10.00 6.22 l~.45 

4. Deposits (total) 17.72 23.11 22.02 33.38 
4.1. - Unremunerated 
4.2. - Rennmerated 

5. Total Assets 23.14 33.57 28.77 48.49 

6. Total Income 1.14 0.93 1.42 1.35 
7. Profit {pre-tax) 
7 .1. - Gross (incl. d.s.) 1.09 0.89 1.36 1.28 
7.2. - Net (excl. d.s.) 0.10 0.14 0.13 0.20 

8. Dividend (S) 
9. Return on Deposits 
9.1. - Minimum (S) 
9.2. - Maximum (S) 

-----------------------------------------------------------------
10. Ratios (S) 
10.1. Income/Assets 4.93 2.78 4.93 2.78 
10.2. Gross-Profit/Assets 4.72 2.64 4. 72 2.64 
10.3. Net-Profit/Assets \.1.45 0.42 0.45 0.42 
10.4. Income/Capital 22.81 9.33 22.81 9.33 
10.5. Gross-Profit/Capital 21.84 8.86 21.84 8.86 
10.6. Net-Profit/Capital 2.08 1.42 2.08 1.42 
10.7. Cap.+ Reserves/Assets 21.60 29.79 21.60 29.79 
10.8. Prop. of Unrem. Depos. 

11. Growth Rates (S) 
11.1. Capital + Reserves 100.00 132.42 
11.2. Deposits, unremun. 
11.3. Deposits, remuner. 
11.4. Total Deposits 30.41 51.55 
11.5. Total Assets 45.04 68.55 
11.6. Total Income -18.18 -4.91 
11. 7. Gross Profit -18.83 -5.67 
11.8. Net Profit 36.66 58.82 
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Albaraka Islamic Investment Bank, Manama (Bahrain) 

Amounts ~n million USS 1984 1985 

--------------------------------------------
0. Exchange Rate (NC/USS) 0.376 0.376 

1. Capital 
1.1. - Auth,1rized 200.00 200.00 
1.2. - Paid up 50.00 50.00 
2. Reserves 0.46 1.02 
3. Capital + R~serves 50.46 51.02 

4. Deposits (to ta 1) 70.16 214.20 
4.1. - Unremunerated 
4.2. - Remunerated 

5. Total Assets 125.11 268.36 

6. Total Income 7. 71 18.08 
7. Profit (pre-tax) 
7. l. - Gross (incl. d.s.) 6.23 16.74 
7.2. - Net (excl. d.s.) 4.09 3.30 

8. Dividend (I) 7.00 5.00 
9. Return on Deposits 
9.1. - Minimum (I) 6.60 6.44 
9.2. - Maximum (I) 8.48 8.44 

--------------------------------------------
10. Ratios (I) 
10.1. Income/Assets 6.16 6.74 
10.2. Gross-Profit/Assets 4.98 6.24 
10.3. Net-Profit/Assets 3.27 1.23 
10.4. Income/Capital 15.41 36.17 
10.5. Gross-Profit/Capital 12.46 33.48 
10.6. Net-~rofit/Capital 8.17 6.60 
10.7. Cap.+ ~eserves/Assets 40.33 19.01 
10.8. Prop. of Unrem. Depos. 

11. Growth Rates (I) 
11.1. Capital + Reserves 1.09 
11.2. Deposits, unremun. 
11.3. Deposits, remuner. 
11.4. Total Deposits 205.29 
11.5. Total Assets 114. 50 
11.6. Total Income 134.66 
11.7. Gross Profit 168.75 
11.8. Net Profit -19.24 
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Al Baraka Turkish Finance House, Istanbul (Turkey) 

Amounts in bn TL I mn US$ 1985 1985 

-----------------------------------------------
0. Exchange Rate (NC/US$) 576.86 576.86 

1. Capital 
1.1. - Authorized 5.00 8.67 
1.2. - Paid up 5.00 8.67 
2. Reserves 0.11 0.20 
3. Capital + Reserves 5.11 8.86 

4. Deposits (total) 12.57 21.79 
4.1. - Unremunerated 2.00 3.47 
4.2. - Remunerated 10.57 18.32 

5. Total Assets 23.15 40.13 

6. Total Income 1.80 3.11 
7. Profit {pre-tax) 
7 .1. - Gross {incl. d.s.) 3.00 5.21 
7.2. - Net (excl. d.s.) 1.36 2.35 

8. Dividend {%) 12.00 12.00 
9. Return on Deposits 
9.1. - Minimum (%) 
9.2. - Maximum {.I) 

~----------------------------------------------

10. Ratios {%) 
10.1. Income/Assets 7.75 7.75 
10.?. Gross-Profit/Assets 12.97 12.97 
10.3. Net-Profit/Assets 5.86 5.86 
10.4. Income/Capital 35.90 35.90 
10.5. Gross-Profit/Capital 60.07 60.07 
10.6. Net-Profit/Capital 27 .11 27 .11 
10. 7. Cap.+ Resei''',,S/ Assets 22.09 22.09 
10.8. Prop. of Un . .:m. Depos. 15.92 15.9?. 

11. Growth Rates (%) 
11 .1. Capital + Reserves 
11.2. Deposits, unremun. 
11. 3. Deposits, remuner. 
11.4. Total Deposits 
11.5. Total Assets 
11.6. Total Income 
11. 7. Gross Prof it 
11.8. Net Profit 
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B~hrain Islamic Bank, Manama {Bahrain) 

Amounts in million BO 1400 1401 1402 1403 1404 1405 

----------------------------------------------------------------------------
0. Exchange Rate {NC/US$} 0.37f; 0.376 0.376 0.376 0.376 0.376 

1. Capital 
1.1. - Authorized 23.00 23.00 23.00 23.00 23.00 23.00 
1.2. - Paid up 5.75 5.75 5.75 5.75 5.75 5.75 
2. Reserves 0.04 0.08 0.34 0.43 0.51 0.58 
3. Capital + Reserves 5.79 5.83 6.09 6.18 6.26 6.33 

4. Deposits {total) 4.80 9.18 20.31 26.54 29.30 52.91 
4.1. - Unremunerated 1.97 2.33 3.00 3.70 4.24 3.87 
4.2. - Remunerated 2.83 6.85 17.31 22.85 25.07 49.05 

5. Total Assets 11.37 17.41 28.67 35. 77 39.01 62.68 

6. Total Income 1.05 1.14 3.30 2.96 3.47 3.64 
7. Profit {pre-tax) 
7 .1. - Gross (incl. d.s.) 0.55 0.68 1. 79 2.19 2.76 2.70 
7.2. - Net (excl. d.s.) 0.42 0.36 1.13 0.85 1.02 0.62 

8. Dividend {%) 6.00 6.25 12.00 12.00 12.00 10.00 
9. Return on Deposits 
9.1. - Minimum (%) 5.25 
9.2. - Maximum (%) 9.50 

----------------------------------------------------------------------------
10. Ratfos (%) 
10.1. Income/Assets 9.20 G.55 11.50 8.26 8.89 5.81 
10.2. Gross-Profit/Assets 4.80 3.89 6.25 6.13 7.07 4.30 
10.3. Net-Profit/ASSPts 3.73 2.09 3.93 2.37 2.61 0.99 
10.4. Income/Capital 18.19 19.84 57.31 51.39 60.33 63.32 
10.5. Gross-Profit/Capital 9.49 11. 77 31.16 38.13 47.93 46.91 
10.6. Net-Profit/Capital 7.38 6.34 19.61 14. 71 17. 72 10.78 
10.7. Cap.+ Reserves/Assets 50.95 33.47 21.25 17.27 16.06 10.09 
10.8. rrop. of Unrem. Depos. 41.00 25.38 14.77 13.93 14.46 7.31 

11. Grohth Rates (S) 
11.1. Capital + Reserves 0.63 4.51 1.39 1.42 0.99 
11.2. Deposits, unremun. 18.39 28.76 23.22 14.65 -8. 77 
11.3. Deposits, remuner. 141. 92 152.77 31.97 9. 71 95.67 
11.4. Total Deposits 91.27 121.29 30.67 10.40 80.57 
11.5. Total Assets 53.18 64.62 24.76 9.07 60.69 
11.6. Total Income 9.05 188.86 -10.33 17.39 4.95 
11.7. Gross Profit 24.06 164. 71 22.37 25. 71 -2.12 
11.8. Net Profit -14.04 209.18 -24.98 20.43 -39.17 
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Bahrain Islamic Bank, Manama (Bahrain) 

Amounts in million US$ 1400 1401 1402 1403 1404 1405 

----------------------------------------------------------------------------
0. Exchange Rate {NC/US$) 0.376 0.376 0.376 0.376 0.376 0.376 

1. Capital 
1.1. - Authorized 61.17 61.17 61.17 61.17 61.17 61.17 
1.2. - Paid up 15.29 15.29 15.29 15.29 15.29 15.29 
2. Reserves 0.11 0.21 0.91 1.13 1.37 1.53 
3. Capital + Reserves 15.41 15.50 16.20 16.43 16.66 16.83 

4. Deposits (total) 12.76 24.41 54.02 70.60 77.94 140.73 
4.1. - Unremunerated 5.23 6.20 7.98 9.83 11.27 10.28 
4.2. - Remunerated 7.53 18.22 46.05 60.77 66.67 130.45 

5. Total Assets 30.23 46.31 76.24 95.12 103.74 166.71 

6. Total Income 2.78 3.03 8.76 7.86 9.23 9.68 
7. Profit (pre-tax) 
7 .1. - Gross (incl. d.s.) 1.45 1.80 4. 77 5.83 7.33 7.17 
7.2. - Net (excl. d.s.) 1.13 0.97 3.00 2.25 2. 71 1.65 

8. Dividend (%) 6.00 6.25 12.00 12.00 12.00 10.00 
9. Return on Deposits 
9.1. - Minimum (%) 5.25 
9.2. - Maximum {%) 9.50 

----------------------------------------------------------------------------
10. ~atios (%) 
10.1. Income/Assets 9.20 6.55 11.50 8.26 8.89 5.81 
10.2. Gross-Profit/Assets 4.80 3.89 6.25 6.13 7.07 4.30 
10.3. Net-Profit/Assets 3.73 2.09 3.93 2.37 2.61 0.99 
10.4. Income/Capital 18.19 19.84 57.31 51.39 60.33 63.32 
10.5. Gross-Profit/Capital 9.49 11. 77 31.16 38.13 47.93 46.91 
10.6. Net-Profit/Capital 7.38 6.34 19.61 14. 71 17. 72 10.78 
10.7. Cap.+ Reserves/Assets 50.95 33.47 21.25 17.27 16.06 10.09 
10.8. Prop. of Unreru. Depos. 41.00 25.38 14.77 13.93 14.46 7.31 

11. Growth Rates (%) 
11.1. Capital +Reserves 0.63 4.51 1.39 1.42 0.99 
11.2. Deposits, unremun. 18.39 28.76 23.22 14.65 -8. 77 
11.3. Deposits, remuner. 141. 92 152.77 31.97 9. 71 95.67 
11.4. Total Deposits 91.27 121. 29 30.67 10.40 80.57 
11.5. Total Assets 53.18 64.62 24.76 9.07 60.69 
11.6. Total Income 9.05 188.86 -10.33 17.39 4.95 
11.7. Gross Profit 24.06 164. 71 22.37 25. 71 -2.12 
11.8. Net Profit -14.04 209.18 -24.98 20.43 -39.17 
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Bank Islam Malaysia Berhad, Kuala Lumpur (Malaysia) 

Amounts in million MS I USS 1983/84 1983/84 

------------------------------------------------
0. Exchange Rate (NC/USS) 2.320 2.320 

1. Capital 
1.1. - Authorized 500.00 215.56 
1.2. - Paid up 79.90 34.45 
2. Reserves 0.00 0.00 
3. Capital + Reserves 79.90 34.45 

4. Deposits (total) 241.36 104.05 
4.1. - Unremunerated 
4.2. - Rennmerated 

5. Total Assets 325.53 140.35 

6. Total Income 
7. Profit (pre-tax) 
7 .1. - Gross (incl. d.s.) 
7.2. - Net (excl. d.s.) -1.29 -0.55 

8. Dividend (%) 0.00 0.00 
9. Return on Deposits 
9.1. - Minimum (%) 4.96 4.96 
9.2. - Maximum (S) 6.95 6.95 

------------------------------------------------
10. Ratios (%) 
10.1. Income/Assets 
10.2. Gross-Profit/Assets 
10.3. Net-Profit/Assets 
10.4. Income/Capital 
10.5. Gross-Profit/Capital 
10.6. Net-Profit/Capital 
10.7. Cap.+ Reserves/Assets 
10.8. Prop. of Unrem. Depos. 

11. Growth Rates (%) 
11.1. Capital +Reserves 
11. 2. Oepos its, unremun. 
11.3. Deposits, remuner. 
11.4. Total Deposits 
11.5. Total Assets 
11.6. Total Income 
11.7. Gross Profit 
11.8. Net Profit 

-0.40 

-1.61 
24.54 

-0.40 

-1.61 
24.54 
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Beit Ettamwil Saudi :rounsi. Tunis (Tunisia) 

Amounts in million ~SS 1984 
___________________ i ________________ 

I 

0. Exchange Rate, (NC/USS) 0.867 

1. Capital I 

1.1. - Authorized , 50.00 
1.2. - Paid up 25.00 
2. Reserves 0.15 
3. Capital + Reserves 25.15 

4. Deposits (total) 17.09 
4.1. - Unrenmerated 3.59 
4.2. - Remunerated, 13.50 

5. Total Assets , 47.27 

6. Total Income ' 23.82 
7. Profit (pre-t'ax) 
7 .1. - Gross (incl'. d.s.) 2.02 
7.2. - Net (excl. d.s.) 1.48 

8. Dividend (S) ' 
9. Return on Deposits 
9.1. - Minimum (S)' 
9.2. - Maximum {S)' 

I 

I 

------------------------------------
10. Ratios {S} 
10.1. Income/Assets 50.39 
10.2. Gross-Profit/Assets 4.28 
10.3. Net-Profit/Assets 3.13 
10.4. Income/Capital 95.29 
10.5. Gross-Profit/Capital 6.~~ 
10.6. Net-Profit/Capital 5.91 
10.7. Cap.+ Reserves/Assets 53.20 
10.8. Prop. of Unr~m. Depos. 21.01 

11. Growth Rates: {S) 
11.1. Capital + Re~erves 
11.2. Deposits, unremun. 
11.3. Deposits, re~uner. 
11.4. Total Deposi~s 
11.5. Total Assets, 
11.6. Total Income, 
11.7. Gross Profit, 
11.8. Net Profit , 



- 44 -

Dubai Islamic Bank, Deira (Dubai/U.A.E.) 

lmults in millim (h 1976 1977 1978 1979 l~ l~ l~ l~ 1!134 

0. ~ Rat.e {fC/USS) 3.971 3.SCJJ 3.838 3.7fi6 3.671 3.671 3.671 3.671 3.671 

1. Capital 
1.1. - luttlriZEd fi).00 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00 
1.2. - Paid l4> 'E/.16 48.28 50.00 50.00 50.00 50.00 
2. leer.es 0.67 12.65 6.ffi 7.42. 8.10 8.72 
3. f.apita 1 + Reserves 27.83 m.93 56.ffi 57.42. 58.10 58.72 

4. ~its (total) 68.25 118.74 335.73 414.56 695.39 1036.31 
4.1. - lh'Bll.n!rated 3b.54 43.55 9!t37 116.45 
4.2. - IBuErat.ed 31.n 75.ZO 236.36 Bl.11 

5. Tota 1 '6sets 9!J.97 183.8> 413.91 &8.54 Jffi.69 1142..21 

6. Total llDJlle 8.00 12.61 25.15 40.68 53.61 95.n 
7. Profit (p-e-tax) 
7.1. - Gross (iocl. d.s.) 7 .rJl. 8.49 16.31 24.75 36.13 49.01 
7.2. - Net (excl. d.s.) 4.56 4.59 5.10 6.22 7.40 6.49 

8. Oivi<End (S) 11.00 9.35 9.00 0.00 7.00 8.00 10.00 12.00 11.0C 
9. Return m ~its 
9.1. - Mininun (S} 6.00 5.00 5.00 4.00 4.00 5.00 6.00 5.00 
9.2. - Maxinua (S) 10.40 8.8> 8.50 7.00 6.00 7.00 9.00 9.00 

10. Ratios (S) 
10.1. locale/Assets 8.00 6.86 6.00 8.00 6.82 8.38 
10.2. Gross-Profit/Assets 7 .rJl. 4.62 3.94 4.87 4.00 4.29 
10.3. Net-Profit/Assets 4.56 2.50 1.23 1.22 0.94 0.57 
10.4. lrmie/Capital 32.38 26.12 50.~ 81.37 107.23 191.42. 
10.5. Gross-Profit/f.apital 25.84 17.59 32.63 49.50 72.26 ~-01 
10.6. Net-Profit/Capital 16.71 9.51 10.19 12.44 14.81 12.97 
10.7. Cap.+ Aeserws/Assets 27.84 33.15 13.73 11.29 7.39 5.14 
10.8. Prq>. of Uiren. D!pos. 53.54 ·36.67 29.m 28.QIJ 

11. Gnwth Rat.es (S) 
11.1. Capital + Aeserws 118.95 1.01 1.19 l.~ 
11.2. ~its, U1r'ell.ll. 19.16 17.19 
11. 3. ~its' t"8!U'1er. 137.18 26.12 
11.4. Total ~its 73.93 23.48 67.74 49.03 
11.5. Total Assets 83.86 22.86 54.50 45.38 
11.6. Total Irmie 43.35 61.75 31.79 78.51 
11.7. Gross Profit ?().$ 51.72 45.97 35.64 
11.8. Net Profit ,0.73 22.crz 19.07 -12.40 
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Dubai Islamic Bank, Deira {Dubai/U.A.E.) 

Muits in millioo USS 1976 1977 1978 1979 l~ lgn l~ l~ l~ 

0. £xchin;Je Rate {fC/lJSS) 3.977 3.fm 3.838 3.7fi6 3.671 3.671 3.671 3.671 3.671 

l. C'.apital 
1.1. - Alttlriml 12.57 12.83 13.03 13.28 13.62 13.62 13.62 13.62 13.62 
1.2. - Paid l4> 6.83 12.39 13.62 13.62 13.62 13.62 
2. Jesen5 0.17 3.25 l.ffi 2.02 2.21 2.37 
3. C'.apital + ~ 7.00 15.63 15.48 15.64 15.83 15.99 

4. Q!posi ts (total ~ 17.16 3>.46 91.45 112.93 189. 43 282. :I) 
4.1. - ll'reu1erat.ed 9.19 11.17 27.07 31.72 
4.2. - A!mn!rated 7.'Il 19.29 64.39 81.21 

5. Total Assets 25.14 47.15 112.75 138.53 214.00 311.14 

6. Total Irmse 2.21 3.23 6.85 11.<B 14.fiO 26.07 
7. Profit (pre-tax) 
7.1. - Gross (iocl. d.s.) 1.76 2.18 4.44 6.74 9.84 13.35 
7.2. - Net (eccl. d.s.) 1.15 1.18 1.39 1.69 2.02 1.77 

8. o;•ri<End cs> 11.00 9.35 9.00 0.00 7.00 8.00 10.00 12.00 11.00 
9. ~1lrn at ~its 
9.1. - Mininun (%) 6.00 5.00 5.00 4.00 4.00 5.00 6.00 5.00 
9.2. - Kixinun (%) 10.40 e.m 8.50 7.00 6.00 7.00 9.00 9.00 

10. Ratios (%) 
10.1. hmle/Assets 8.m 6.a; 6.00 8.00 6.82 8.38 
10.2. Gross-Profit/Assets 7.fR. 4.62 3.94 4.87 4.fiO 4.29 
10.3. Net-Profit/Assets 4.56 2.50 1.23 1.22 0.94 0.57 
10.4. lrmse/(.apital 32.38 26.12 fi>.3> 81.37 107.23 191.42 
10. 5. Gross-Profi t/~i ta 1 25.84 17.59 32.63 49.50 72.26 gJ.Ol 
10.6. Net-Profit/(.apital 16.77 9.51 10.19 12.44 14.81 12.97 
10.7. C'.ap.+ ~/Assets 27.84 33.15 13.73 11.2'3 7.39 5.14 
10.8. Prq>. of Lhren. [Epos. 53.54 36.67 29.&> 28.09 

11. GnMth Rat.es (%) 
11.1. C'.api ta 1 + Reserws 123.39 1.01 1.19 1.06 
11. 2. ~its, lllr'8llll. 21.57 17.19 
11. 3. Q!posi ts, renuier. 141.~ 26.12 
11.4. Total ~its 77.51 23.48 67.74 49.03 
11.5. Total Assets PJ.59 22.86 54.50 45.38 
11.6. Total I11Ca11! 46.26 61.75 31.79 78.51 
11. 7. Gross Profit 23.41 51.72 45.97 35.64 
11.8. Net Profit 2.77 22.02 19.07 -12.40 
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Faisal Finance Institution. Istanbul (Turkey) 

Amounts in bn TL I mn USS 1985 1985 

-----------------------------------------------
0. Exchange Rate (NC/USS) 576.9 576.9 

1. Capital 
1.1. - Authorized 5.00 $.67 
1.2. - Paid up 5.00 8.67 
2. Reserves 0.00 0.00 
3. Capital + Reserves 5.00 0.01 

4. Deposits (total) 16.32 28.29 
4.1. - Unremunerated 2.41 4.18 
4.2. - Remunerated 13.91 24.11 

5. Total Assets 25.64 44.45 

6. Total Income 1.97 3.42 
7. Profit {pre-tax) 
7 .1. - Gross (incl. d.s.) 1.79 3.11 
7.2. - Net (excl. d.s.) 1.24 2.14 

8. Dividend (I) 
9. Return on Deposits 
9.1. - Minimum (I) 
9.2. - Maximum (I) 

-----------------------------------------------
10. Ratios (I) 
10.1. Income/Assets 
10.2. Gross-Profit/Assets 
10.3. Net-Profit/Assets 
10.4. Income/Capital 
10.5. Gross-Profit/Capital 
10.6. Net-Profit/Capital 
10.7. Cap.+ Reserves/Assets 
10.8. Prop. of Unrem. Depos. 

11. Growth Rates (I) 
11.1. Capital +Reserves 
11.2. Deposits. unremun. 
11.3. Deposits. remuner. 
11.4. Total Deposits 
11.5. Total Assets 
11.6. Total Income 
11.7. Gross Profit 
11.8. Net Profit 

7.69 
6.99 
4.82 

39.45 
35.86 
24. 71 
19.50 
14.79 

7.69 
6.99 
4.82 

39.45 
35.86 
24.71 
19.50 
14.79 
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Faisal Islamic Bank (Su~an}, Khartoum (Sudan) 

Amounts in million LS 1979 1980 1981 1982 1983 1405 

----------------------------------------------------------------------------
0. Exchange Rate (NC/USS) 0.500 0.500 0.901 1.300 1.300 1.300 

1. Capital 
1.1. - Authorized 10.00 10.00 50.00 50.00 100.00 100.00 
1.2. - Paid up 3.66 4.54 10.21 19.22 57.62 58.40 
2. Reserves 0.37 0.54 1.12 8.21 75.01 74.58 
3. Capital + Reserves 4.03 5.08 11.34 27.42 132.63 132.98 

4. Deposits (total) 21.77 49.51 102.32 202.47 256.97 276.12 
4.1. - Unrena.merated 19.06 41.45 62.24 136.09 177.69 208.65 
4.2. - Remunerated 2.72 8.06 40.08 66.38 79.29 67.47 

5. Total Assets 31.14 67.35 138.36 277.91 441.29 447.32 

6. Total Income 2.35 5.02 14.06 28.54 31.68 19.40 
7. Profit (pre-tax) 
7 .1. - uross (incl. d.s.) 1.05 2.59 10.29 21.20 18.60 13.34 
7.2. - Net (excl. d.s.) 0.89 1.66. 5.86 19.46 9.45 9.60 

8. Dividend (S) 15.00 20.00 25.00 25.00 18.00 12.00 
9. Return on Deposits 
9.1. - Minimum {S) 14.70 16.00 14.80 14.50 10.00 5.00 
9.2. - Maximum {I) 14.70 16.00 15.90 15.54 10.00 5.00 

------------------------··---------------------------------------------------
10. Ratios {I) 
10.1. Income/Assets 7.53 7.45 10.16 10.27 7.18 4.34 
10.2. Gross-Profit/Assets 3.38 3.84 7.44 7.63 4.22 2.98 
10.3. Net-Profit/Assets 2.84 2.47 4.24 7.00 2.14 2.15 
10.4. Income/Capital 64.14 110.46 137.68 148.50 54.98 33.22 
10.5. Gross-Profit/Capital 28.79 56.94 100.74 110. 33 32.29 22.85 
10.6. Net-Profit/Capital 24.21 36.59 57.42 101.29 16.40 16.44 
10.7. Cap.+ Reserves/Assets 12.94 7.55 8.19 9.87 30.05 29. 73 
10.8. Prop. of Unrem. Depos. 87.52 83. 71 60.83 67.22 69.15 75.56 

11. Growth Rates {S) 
11.1. Capital + Reserves 26.19 123.01 141.90 383.63 0.26 
11.2. Deposits, unremun. 117 .50 ' 50.16 118.67 30.56 17.42 
11.3. Deposits, remuner. 196. 71 ' 396. 99 65.61 19.45 -14.90 
11.4. Total Deposits 127 .39 ' 106.66 97.88 26.92 7.45 
11.5. Total Assets 116.31 ' 105.43 100.86 58.79 1.37 
11.6. Total Income 114.04 ' 180.08 102.96 11.03 -38.77 
11.7. Gross Profit 145.85 '297.57 106.09 -12.25 -28.28 
11.8. Net Profit 87 .83 ' 252.68 231.93 -51.46 1.63 

' 
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Faisal Islamic Bank (Sudan), Khartoum (Sudan) 

Amounts in million USS 1979 1980 1981 1982 1983 1405 

----------------------------------------------------------------------------
o. Exchange Rate (NC/US$) 0.500 0.500 0.901 1.300 1.300 1.300 

1. Capital 
l.L - Authorized 20.00 20.00 55.50 38.46 76.92 7fi.92 
1.2. - Paid up 7.31 9.09 11.34 14.78 44.32 44.92 
2. Reserves 0.74 1.08 1.25 6.31 57.69 57.37 
3. Capital + Reserves 8.06 10.17 12.58 21.09 107.02 102.29 

4. Deposits (total} 43.55 99.02 ll3.57 155.74 197.66 212.39 
4.1. - Unreamerated 38.ll 82.89 69.08 104.68 136.68 160.49 
4.2. - Re111Unerated 5.44 16.13 44.49 51.06 60.99 51.90 

5. Total Assets 62.27 134.70 153.58 213. 77 339.44 344.08 

6. Total Income 4.69 10.04 15.61 21.95 24.37 14.92 
7. Profit (pre-tax} 
7 .1. - Gross (incl. d.s.} 2.ll 5.18 11.42 16.31 14.31 10.26 
7.2. - Net (excl. d.s.) 1.77 3.33 6.51 14.97 7.27 7.39 

8. Dividend ('.I) 15.00 20.00 25.00 25.00 18.00 12.00 
9. Return on Oep'- . its 
9.1. - Mini111Um (%) 14.70 16.00 14.80 14.50 10.00 5.00 
9.2. - Maximum (%) 14.70 16.00 15.90 15.54 10.00 5.00 

----------------------------------------------------------------------------
10. Ratios (%) 
10.1. Income/Assets 7.53 7.45 10.16 10.27 7.18 4.34 
10.2. Gross-Profit/Assets 3.38 3.84 7.44 7.63 4.22 2.98 
10.3. Net-Profit/Assets 2.84 2.47 4.24 7.00 2.14 2.15 
10.4. Income/Capital 64.14 110.46 137.68 148.50 54.98 33.22 
10.5. Gross-Profit/Capital 28.79 56.94 100.74 110.33 32.29 22.85 
10.6. Net-Profit/Capital 24.21 36.59 57.42 101.29 16.40 16.44 
10.7. Cap.+ Reserves/Assets 12.94 7.55 8.19 9.87 30.05 29.73 
10.8. Prop. of Unrem. Depos. 87.52 83. 71 60.83 67.22 69.15 75.56 

11. Growth Rates {%) 
11.1. Capital + Reserves 26.19 23. 77 67.63 383.63 0.26 
11.2. Deposits, unremun. 117 .50 -16.66 51.53 30.56 17.42 
11.3. Deposits, remuner. 196. 71 175.83 14.76 19.45 -14.90 
11.4. Total Deposits 127.39 14.69 37.13 26.92 7.45 
11.5. Total Assets 116.31 14.01 39.19 58.79 1.37 
11.6. Total Income 114.04 55.44 40.65 11.03 -38.77 
11.7. Gross Profit 145.85 120.65 42.81 -12.25 -28.28 
11.8. Net Profit 87.83 95.74 130.02 -51.46 1.63 
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Faisal Islamic Bdnk of Egypt, Cairo (Egypt) 

Amounts in million USS 1399 1400 1401 1402 1043 1404 

----------------------------------------------------------------------------
0. Exchange Rate (NC/USS) 

1. Capital 
1.1. - Authorized 40.00 40.00 40.00 40.00 100.00 100.00 
1.2. - Paid up 11.80 19.62 21.20 29.90 37.95 40.00 
2. Reserves 0.00 0.10 0.50 4.10 4.67 5.55 
3. Capital + Reserves 11.ao 19.72 21.70 34.00 42.63 45.55 

4. Deposits (total) 23.63 140.14 469.20 792.59 1216.70 1531.14 
4.1. - Unremunerated 
4.2. - Re11Unerated 

5. Total Assets 38.74 197.16 560.30 996.51 1504.20 1861.91 

6. Total Income 1.87 12.11 75.03 106.99 139.79 
7. Profit (pre-tax) 
7.1. - Gross (incl. d.s.) 1.04 9.82 32.40 69.38 97.15 123.75 
7.2. - Net (excl. d.s.) 1.04 3.97 3.80 5.70 8.76 7.85 

8. Dividend (S) 8.60 16.49 16.10 16.20 20.00 16.52 
9. Return on Deposits 
9.1. - Minimum (S) 10.70 12.03 12.51 10.15 10.10 9.00 
9.2. - Maximum (S) 10.70 12.03 12.51 11.55 10.10 9.00 

----------------------------------------------------------------------------
10. Ratios (S) 
10.1. Income/Assets 4.83 6.14 7.53 7 .11 7.51 
10.2. Gross-Profit/Assets 2.70 4.98 5.78 ~.96 6.46 6.65 
10.3. Net-Profit/Assets 2.70 2.02 0.68 0.57 0.58 0.42 
10.4. Income/Capital 15.86 61.74 250.95 281.88 349.47 
10.5. Gross-Profit/Capital 8.85 50.03 152.83 232.07 255.96 309.38 
10.6. Net-Profit/Capital 8.85 20.26 17.92 19.07 23.09 19.63 
10.7. Cap.+ Reserves/Assets 30.45 10.00 3.87 3.41 2.83 2.45 
10.8. Prop. of Unrem. Oepos. 

11. Growth Rates (S) 
11.1. Capital + Reserves 67.16 10.05 56.67 25.39 6.85 
11.2. Deposits, unremun. 
11.3. Deposits, remuner. 
11.4. Total Deposits 493.16 234.81 68.92 53.51 25.84 
11.5. Total Assets 408.97 184.19 77.85 50.95 23.78 
11.6. Total Income 547.55 42.60 30.66 
11.7. Gross Profit 839.84 230.09 114.14 40.02 27.38 
11.8. Net Profit 280.53 -4.38 50.00 53.77 -10.40 
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lslami Bank Bangladesh Limited, Dhaka (Bangladesh) 

Amounts in million Tk I USS 1983 1984 1983 1984 

---------------------------------------------------------------
0. Exchange Rate (NC/USS) 25.000 26.000 25.000 25.000 

1. Capital 
1.1. - Authorized 500.00 500.00 20.00 19.23 
1.2. - Paid up 67.50 71.50 2.70 2.75 
2. Reserves 0.36 5.61 0.01 0.22 
3. Capital + Reserves 67.86 77 .11 2. :'l 2.97 

4. Deposits (total) 144.16 635.95 5.77 24.46 
4.1. - Unren1.merated 98.81 244.29 3.95 9.40 
4.2. - Re111.merated 45.34 391.66 1.81 15.06 

5. Total Assets 211.88 835.27 8.48 32.13 

6. Total Income 3.43 45.00 0.14 1. 73 
7. Profit (pre-tax) 
7 .1. - Gross (incl. d.s.) 0.59 26.25 0.02 1.01 
7.2. - Net lexcl. d.s.) -2.56 7.83 -0.10 0.30 

8. Dividend {S) 0.00 4.41 0.00 4.41 
9. Return on Deposits 
9.1. - Minimum {S) 0.70 4.95 0.70 4.95 
9.2. - Maximum {S) 1.00 14.13 1.00 14.13 

---------------------------------------------------------------
10. Ratios {S) 
10.1. Income/Assets 1.62 5.39 1.62 5.39 
10.2. Gross-Profit/Assets 0.28 3.14 0.28 3.14 
10.3. Net-Profit/Assets -1.21 0.94 -1.21 0.94 
10.4. Income/Capital 5.07 62.93 5.07 62.93 
10.5. Gross-Profit/Capital 0.88 36.72 0.88 36. 72 
10.6. Net-Profit/Capital -3. 79 10.95 -3.79 10.95 
10.7. Cap.+ Reserves/Assets 32.03 9.23 32.03 9.23 
10.8. Prop. of Unrem. Depos. 68.55 38.41 68.55 38.41 

11. Growth Rates {S) 
11.1. Capital + Reserves 13.62 9.25 
11. 2. Deposits , un remur. • 147.22 137.71 
11.3. Deposits, remuner. 763.81 730.58 
11.4. Total Deposits 341.16 324.19 
11.5. Total Assets 294.21 279.05 
11.6. Total Income 1213.69 1163.17 
11.7. Gross Profit 4313.53 4143.78 
11.8. Net Profit 
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Islamic Bank International of Denmark, Copenhagen (Denmark) 

Amounts in million DOK I USS 1983 1984 1985 1983 1984 1985 

-------------------------------------------------------------------------------
0. Exchange Rate (NC/USS) 9.875 11.260 8.969 9.875 11.260 8.969 

1. Capital 
1.1. - Authorized 40.00 40.00 40.00 4.05 3.55 4.46 
1.2. - Paid up 40.00 40.00 40.00 4.05 3.55 4.46 
2. Reserves 10.01 10.89 5.06 1.01 0.97 0.56 
3. Capital + Reserves 50.01 50.89 45.06 5.06 4.52 5.0: 

4. Deposits (total) 74.54 107.10 112.43 7.55 9.51 12.54 
4.1. - UnreD1Jnerated 0.00 0.00 0.00 0.00 0.00 0.00 
4.2. - Remunerated 74.54 107.10 112.43 7.55 9.51 12.54 

5. Total Assets 148.31 315.99 174.52 15.02 28.06 19.46 

6. Total Income 7.36 19.35 24.45 0.75 1.72 2.73 
7. Profit (pre-tax) 
7 .1. - Gross (incl. d.s.) 6.91 -1.31 0.61 -0.15 
7.2. - Net (excl. d.s.) 1.04 1.08 -5.83 0.11 0.10 -0.65 

8. Dividend (%) 
9. Return on Deposits 
9.1. - Minimum {%) 
9.2. - Maximum {%) 8.20 6.82 8.20 6.82 

-------------------------------------------------------------------------------
10. Ratios {%) 
10.1. Income/Assets 4.96 6.12 14.01 4.96 6.12 14.01 
10.2. Gross-Profit/Assets 2.19 -0.75 2.19 -0.75 
10.3. Net-Profit/Assets 0.70 0.34 -3.34 0.70 0.34 -3.34 
10.4. Income/Capital 18.39 48.37 61.13 18.39 48.37 61.13 
10.5. Gross-Profit/Capital 17 .27 -3.28 17.27 -3.28 
10.6. Net-Profit/Capital 2.59 2.69 -14.56 2.59 2.69 -14.56 
10.7. Cap.+ Reserves/Assets 33.72 16.10 25.82 33.72 16.10 25.82 
10.8. Prop. of Unrem. Depos. 0.00 0.00 0.00 0.00 0.00 0.00 

11. Growth Rates {%) 
11.1. Capital + Reserves 1. 75 -11.45 -10.76 11.17 
11.2. Deposits, unremun. 
11.3. Deposits, remuner. 43.68 4.98 26.01 31.80 
11.4. Total Deposits 43.68 4.98 26.01 31.80 
11.5. Total Assets 113.06 -44.77 86.85 -30.66 
11.6. Total Income 162.98 26.38 130.63 58.66 
11.7. Gross P~ofit -119.00 -123.85 
11.8. Net Pro~it 3. 77 -641.42 -9.00 -779.72 



- 52 -

Islamic International Bank for Investment and Development, 
Cairo (Egypt) 

Amounts in million LE 1981 1982 1983 1984 

------------------------------------------------------------
0. Exchange Rate (NC/USS) 0.833 0.833 0.833 0.833 

1. Capital 
1.1. - Authorized 9.99 9.99 120.10 120.10 
1.2. - Paid up 4.05 4.68 7.19 9.49 
2. Reserves 0.04 0.18 0.73 1.36 
3. Capital + Reserves 4.09 4.86 7.92 10.85 

4. Deposits (total) 6.50 61.39 255.80 418.20 
4.1. - Unren1.merated 2.38 14.62 29.30 59.60 
4.2. - Remnerated 4.12 46.77 226.50 358.60 

5. Total Assets 12.14 74.18 342.93 566.03 

6. Total Income 0.66 5.15 32.51 42.02 
7. Profit (pre-tax) 
7 .1. - Gross (incl. d.s.) 0.50 3.37 17.62 29.41 
7.2. - Net (excl. d.s.) 0.41 1.47 2.49 2.87 

8. Dividend {%) 20.00 20.00 
9. Return on Deposits 
9.1. - Minimum (%) 12.35 6.00 
9.2. - Maximum {%) 14.10 10.05 

------------------------------------------------------------
10. Ratios {%) 
10.1. Income/Assets 5.44 6.94 9.48 7.42 
10.2. Gross-Profit/Assets 4.13 4.54 5.14 5.20 
10.3. Net-Profit/Assets 3.41 1.98 0.73 0.51 
10.4. Income/Capital 16.32 110.04 452.03 442.58 
10.5. Gross-Profit/Capital 12.39 71.99 245.02 309.78 
10.6. Net-Profit/Capital 10.22 31.38 34.60 30.26 
10.7. Cap.+ Reserves/Assets 33.66 6.56 2.31 1.92 
10.8. Prop. of Unrem. Oepos. 36.62 23.81 11.45 14.25 

11. Growth Rates (%) 
11.1. Capital + Reserves 19.00 62.82 37.01 
11.2. Deposits, unremun. 514.29 100.41 103.41 
11. 3. Deposits, remuner. ~·135.19 384.28 58.32 
11.4. Total Deposits 844.46 316.68 63.49 
11. 5. Total Assets 510.94 362.31 65.06 
11.6. Total Income u79.58 531.34 29.25 
11. 7. Gross Profit 571. 77 423.13 66.89 
11.8. Net Profit 255 .15 69.46 15.45 
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Islamic International Bank for Investment and Development, 
Cairo (Egypt) 

Amounts in million USS 1981 1982 1983 1984 

------------------------------------------------------------
0. Exchange Rate (NC/USS) 0.833 0.833 0.833 0.833 

1. Capital 
1.1. - Authorized 12.00 12.00 144.23 144.23 
1.2. - Paid up 4.86 5.62 8.64 11.40 
2. Reserves 0.05 0.22 0.87 1.63 
3. Capital + Reserves 4.91 5.84 9.51 13.03 

4. Deposits {total) 7.81 73.73 307.20 502.24 
4.1. - Unremunerated 2.86 17.56 35.19 71.58 
4.2. - Remunerated 4.95 56.17 272.02 430.66 

5. Total Assets 14.58 89.08 411.84 679.78 

6. Total Income 0.79 6.18 39.04 50.46 
7. Profit (pre-tax) 
7 .1. - Gross (incl. d.s.) 0.60 4.05 21.16 35.32 
7.2. - Net (excl. d.s.) 0.50 1. 76 2.99 3.45 

8. Dividend (%} 20.00 20.00 
9. Return on Deposits 
9.1. - Minimum (%) 12.35 6.00 
9.2. - Maximum (%) 14.10 10.05 

------------------------------------------------------------
10. Ratios (%) 
10.1. Income/Assets 5.44 6.94 9.48 7.42 
10.2. Gross-Profit/Assets 4.13 4.54 5.14 5.20 
10.3. Net-Profit/Assets 3.41 1.98 0.73 0.51 
10.4. Income/Capital 16.32 110.04 452.03 442.58 
10.5. Gross-Profit/Capital 1':. 39 71.99 245.02 309.78 
10.6. Net-Profit/Capital 10.22 31.38 34.60 30.26 
10.7. Cap.+ Reserves/Assets 33.66 6.56 2.31 1.92 
10.8. Prop. of Unrem. Depos. 36.62 23.81 11.45 14.25 

11. Growth Rates (%) 
11.1. Capital + Reserves 19.00 62.82 37.01 
11.2. Deposits, unremun. 514.29 100.41 103.41 
11.3. Deposits, remuner. 1035.19 384.28 58.32 
11.4. Total Deposits 844.46 316.68 63.49 
11.5. Total Assets 510.94 362.31 65.06 
11.6. Total Income 679.58 531.34 29.25 
11.7. Gross Profit 571. 77 423.13 66.89 
11.8. Net Profit 255.15 69.46 15.45 
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Islamic Investment House, Anman (Jordan) 

Amounts in million JD I US$ 1982 1983 1984 1982 1983 ' 1984 

------------------------------------------------------------------------~------

0. Exchange Rate (NC/US$) 0.351 0.371 0.405 

1. Capital 
1.1. - Authorized 
1.2. - Paid up 

.2. Reserves 
3. Capital + Reserves 

4. Deposits (total) 
4.1. - Unremunerated 
4.2. - Remunerated 

5. Total Assets 

6. Total Income 
7. Profit (pre-tax) 
7.1. - Gross (incl. d.s.) 
7.2. - Net (excl. d.s.) 

8. Dividend (%) 
9. Re+urn on Deposits 
9.1. - Minimum (%) 
9.2. - Maximum (%) 

4.00 
2.72 
0.09 
2.80 

0.73 
0.73 
0.00 

4.35 

4.00 
3.79 
0.17 
3.96 

2.37 
0.84 
1.53 

8.56 

4.00 
3.81 
0.24 
4.04 

7.21 
1.10 
6.11 

12.97 

0.61 0.95 1.35 

0.39 0.63 0.59 
0.39 0.37 0.30 

7.00 8.50 

5.40 5.55 
8.10 8.33 

0.351 0.371 '0.4C5 

11.38 
7.73 
0.25 
7.98 

2.08 
2.08 
0.00 

12.38 

10. 77 ' 9.88 
10.20 ' 9.40 
0.47 ' 0.58 

10.67 ' 9.98 

6.38 '17.80 
2.25 ' 2. 71 
4.13 '15.10 

' 

23.04 '32.02 
' 

1.75 2.57 ' 3.34 

1.11 1.70 1.45 
1.11 0.99 0.75 

7.00 8.50 

5.40 5.55 
8.10 8.33 

-----------------------------------------------------------------------·-------' 

10. Ratios (%) 
10.1. Income/Assets 
10.2. Gross-Profit/Assets 
10.3. Net-Profit/Assets 
10.4. Income/Capital 
10.5. Gross-Profit/Capital 
10.6. Net-Profit/Capital 
10.7. Cap.+ Reserves/Assets 
10.8. Prop. of Unrem. Depos. 

11. Growth Rates (%) 
11.1. Capital +Reserves 
11.2. Deposits, unremun. 
11.3. Deposits, remuner. 
11.4. Total Deposits 
11.5. Total A~~~~~ 
11.6. Total Income 
11.7. Gross Profit 
11.8. Net Profit 

14.10 
9.01 
!J.Ul 

22.59 
14.42 
14.42 
64.44 

100.00 

11.15 
7.38 
4.29 

25.19 
16.67 
9.69 

46.30 
35.27 

41.37 
14.52 

224.69 
96.79 
55.59 
61.20 
-6.24 

10.43 
4.54 
2.34 

35.52 
15.46 
7.96 

31.18 
15.21 

2.03 
31.17 ' 

298.51 
204.22 
51.48 
41. 70 
-6.79 

-17.49 

14.10 
9.01 
9.01 

22.59 
14.42 
14.42 
64.44 

100.00 

11.15 
7.38 
4.29 

25.19 
16.67 
9.69 

46.30 
35.27 

' 

' 10.43 
' 4.54 
' 2.34 
' 35.52 
' 15.46 
' 7 .96 
' 31.18 
' 15.21 

33. 76 ' -6.41 
8.35 ' 20.32 

,265. 54 
207 .21 ,179.05 
86.20 ' 38.95 
47.21 ' 29.97 
52.53 '-14.50 

-11.28 '-24.31 
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Jordan Islamic Bank for Finance and Development, Amman {Jordan) 

Amounts in million JD 1980 1981 1982 1983 1984 1985 

----------------------------------------------------------------------------
0. Exchange Rate (NC/US$) 0.309 0.339 0.351 0.371 0.405 0.368 

1. Capital 
1.1. - Authorized 4.00 4.00 4.00 4.00 4.00 6.00 
1.2. - Paid up 2.00 2.96 4.00 4.00 4.00 4.00 
2. Reserves 0.01 0.08 0.22 0.22 0.63 0.09 
3. Capital + Reserves 2.01 3.04 4.22 4.22 4.63 4.09 

4. Deposits (total) 11.64 25.33 35.83 58.57 82.77 102.86 
4.1. - Unremunerated 4.85 12.21 16.38 20.73 22.20 23.75 
4.2. - Remunerated 6.79 13.12 19.45 37.84 60.57 79.12 

5. Total Assets 15.47 31.60 45.34 71.48 102.09 126. 77 

6. Total Income 0.52 0.89 1. 78 1.84 2.32 2.44 
7. Profit {pre-tax) 
7 .1. - Gross (incl. d.s.) 1.06 1.97 2.82 
7.2. - Net (excl. d.s.) 0.01 0.32 0.86 0.59 0.89 0.66 

8. Dividend (%) 0.00 5.00 8.00 8.00 9.00 9.00 
9. Retrun on Deposits 
9.1. - Minimum (%) 4.10 3.40 3.60 2.70 2.85 2.74 
9.2. - Maximur1 {%) 7.40 6.10 6.50 4.90 5.13 4.93 

----------------------------------------------------------------------------
10. Ratios (%) 
10.1. Income/Assets 3.39 2.82 3.92 2.57 2.27 1.92 
10.2. Gross-Profit/Assets 1.48 1.93 2.22 
10.3. Net-Profit/Assets 0.09 1.02 1.91 0.83 0.87 0.52 
10.4. Income/Capital 26.,,:4 30.18 44.39 45.93 57.97 60.97 
10.5. Gross-Profit/Capital 0.00 0.00 0.00 26.46 49.32 70.46 
10.6. Net-Profit/Capital 0.70 10.86 21.60 14.84 22.33 16.62 
10.7. Cap.+ Reserves/Assets 12.97 9.62 9.31 5.90 4.53 3.23 
10.8. Prop. of Unrem. Depos. 41.64 48.21 45.72 35.39 26.82 23.08 

11. Growth Rates (%) 
11.1. Capital + Reserves 51.60 38.76 -0.02 9.67 -11.63 
11.2. Deposits, unremun. 151. 94 34.13 26.53 7.09 6.97 
11.3. Deposits, remuner. 93.11 48.25 94.52 60.08 30.62 
11.4. Total Deposits 117.61 41.45 63.44 41.33 24.28 
11.5. Total Assets 104.36 43.45 57.67 42.82 24.18 
11.6. Total Income 70.13 98.88 3.49 26.21 5.18 
11.7. Gross Profit 86.35 42.87 
11.8. Net Profit 2190.66 168.92 -31.27 50.45 -25.56 
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Jordan Islamic Bank for Finance and Development, Annan (Jordan) 

Amounts in million US$ 1980 1981 1982 1983 1984 1985 

----------------------------------------------------------------------------
o. Exchange Rate (NC/US$) 0.309 0.339 0.351 0.371 0.405 0.368 

1. Capital 
1.1. - Authorized 12.97 11.80 11.38 10.77 9.88 16.32 
1.2. - Paid up 6.48 8.73 11.38 10. 77 9.88 10.88 
2. Reserves 0.02 0.25 0.63 0.59 1.55 0.24 
3. Capital + Reserves 6.50 8.97 12.01 11.36 11.43 11.12 

4. Deposits (total) 37.74 74.73 101.95 157.65 204.37 279. 71 
4.1. - Unremunerated 15.71 36.03 46.61 55.80 54.81 64.57 
4.2. - Remunerated 22.02 38.71 55.34 101.86 149.56 215.14 

5. Total Assets 50.13 93.23 128.99 192.43 252.08 344.73 

6. Total Income 1. 70 2.63 5.05 4.95 5.73 6.63 
7. Profit (pre-tax) 
7 .1. - Gross (incl. d.s.) 2.85 4.87 7.66 
7.2. - Net (excl. d.s.) 0.05 0.95 2.46 1.60 2.21 1.81 

8. Dividend (%) 0.00 5.00 8.00 8.00 9.00 9.00 
9. Retrun on Deposits 
9.1. - Minimum (%) 4.10 3.40 3.60 2.70 2.85 2.74 
9.2. - Maximum (%) 7.40 6.10 6.50 4.90 5.13 4.93 

----------------------------------------------------------------------------
10. Ratios (%) 
10.1. Income/Assets 3.39 2.82 3.92 2.57 2.27 1.92 
10.2. Gross-Profit/Assets 1.48 1.93 2.22 
10.3. Net-Profit/Assets 0.09 1.02 1.91 0.83 0.87 0.52 
10.4. Income/Capital 26.24 30.18 44.39 45.93 57.97 60.97 
10.5. Gross-Profit/Capital 26.46 49.32 70.46 
10.6. Net-Profit/Capital 0.70 10.86 21.60 14.84 22.33 16.62 
10.7. Cap.+ Reserves/Assets 12.97 9.62 9.31 5.90 4.53 3.23 
10.8. Prop. of Unrem. Depos. 41.64 48.21 45.72 35.39 26.82 23.08 

11. Growth Rates (%) 
11.1. Capital + Reserves 37.96 33.83 -5.40 0.60 -2.68 
11.2. Deposits, unremun. 129.27 29.37 19.72 -1. 77 17.81 
11.3. Deposits, remuner. 75. 74 42.98 84.05 46.83 43.85 
11.4. Total Deposits 98.03 36.42 54.64 29.63 36.87 
11.5. Total Assets 85.97 38.36 49.18 31.00 36.75 
11.6. Total Income 54.82 91.81 -2.09 15. 77 15.83 
11.7. Gross Profit 70.93 57.35 
11. 8. Net Prof it 1984.57 159.36 -34.97 38.00 -18.02 
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Kuwait Finance House, Safat {Kuwait) 

Alrults in millioo l<D 1978 1979 l~ l~ l~ l~ l~ 1$5 

o. fxdBlge Rate {te/US$) 0.272 0.273 0.271 0.281 0.289 0.293 O.Dt 0.289 

1. Capital 
I.I. - ftJt:to-i zed 10.00 10.00 10.00 10.00 15.00 18.75 18.75 18.75 
1.2. - Paid l4> 2.46 2.46 2.46 9.57 14.$ 18.70 18.70 18.70 
2. ~ 0.11 0.fD 2.72 8.52 20.67 16.48 16.07 17.20 
3. Capital+~ 2.57 3.26 5.18 18.09 :.ti.63 :!;.19 34.n :.ti.~ 

4. ~its (total} 21.01 fi6.20 148.62 294.12 473.11 697.83 711.00 n4.44 
4.1. - lhreu1erat.ed 10.54 16.14 29.21 55.18 70.(!; 79.65 69.13 123.38 
4.2. - len.Jierat.ed 10.48 so.as 119.41 238.94 «)3.(~ 618.19 641.87 rm.a; 

5. Total Assets 25.87 75.26 lfi8.45 :f;l.13 s:B.72 J9CJ.04 845.75 8l3.$ 

6. Total ll'XlllE 0.92 4.67 13.~ 34.01 52.11 42.CB 41.:!; 26.69 
7. Profit {pre-tax) 
7.1. - fn>ss {iocl. d.s.) 0.53 3.48 9.fi8 25.(!; 45.89 36.72 0.00 17.52 
7.2. - tet {e>ecl. d.s.) 0.38 l.~ 2.46 6.(!; 12.~ 4.m 0.00 1.(i6 

8. Dividend {%} 10.00 10.00 11.25 15.00 10.00 20.00 0.00 0.00 
9. Return Cll ~its • 
9.1. - Mininun (%} 6.00 6.12 6.75 9.00 8.00 5.00 0.00 2.22 
9.2. - K:lxinun {%) 9.00 9.12 10.12 13.50 12.00 7.75 0.00 4.00 

---------
10. Ratios {%) 
10.1. locare/Assets 3.54 6.21 8.25 9.69 9.16 5.27 4.89 3.32 
10.2. fn>ss-Profit/Assets 2.a; 4.62 5.75 7.13 8.07 4.Eil 0.00 2.18 
10.3. tet-Profit/Assets 1.48 1.35 1.46 1.72 2.28 0.50 0.00 0.21 
10.4. Iocare/Capital 37.24 189.88 564.88 355.51 348.zs 225.m 221.10 142.74 
10.5. Gross-Profit/Capital 21.52 141.40 393.47 261.n Di.74 1$.36 0.00 93.fi8 
10.6. tet-Profit/Capital 15.59 41.26 913.78 63.18 ~-75 21.55 o.ro 8.87 
10.7. Cap.+ Reserves/Assets 9.92 4.33 3.07 5.15 6.26 4.40 4.11 4.47 
10.8. Prq>. of lklrem. ~. 50.14 l".38 19.Ei6 18.76 14.81 11.41 9.n 17.m 

11. Gnwth Rates {%} 
11.1. Capital + ~ 27.01 58.79 249.43 $.$ -1.24 -1.17 3.23 
11. 2. [Epos its t lllt"Bllll. 53.18 81.01 88.89 26.95 13.70 -13.21 78.47 
11.3. ~its, ren.l1ef'. 3n.82 138.53 100.10 68.69 53.37 3.83 -6.36 
11.4. Total ~its 215;(1.; 124.51 97.~ &l.~ 47.50 1.89 1.89 
11.5. Total Assets 1~;$ 123.82 lCB.45 61.97 40.50 5.16 -4.94 
11.6. Total Iocore 4)9;89 197.49 144.68 53.19 -19.24 -1.75 -35.44 
11.7. Gross Profit 556:~ 178.27 158.65 83.23 -19.~ -100.00 
11.8. tet Profit 164:74 141.82 146.19 114.70 -fi8.94 -100.00 

' 
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Kuwait Finance House, Safat (Kuwait) 

lmults in arillim US$ 1978 1979 l~ l~l 1~ 190 l~ 1~ 

fl. fxchin:Je Rate (tC/lJSS) 0.272 0.273 o.2n 0.281 0.289 0.293 O.Dl 0.289 

1. Capitol 
1.1. - luttxrized 36.79 36.62 36.86 35.54 51.96 64.09 61.58 64.83 
1.2. - Paid l4> 9.Q; 9.01 9.07 34.00 51.82 63.92 61.42 64.n 
2. Reserves 0.39 2.93 10.01 :l>.28 71.59 56.34 52.79 59.51 
3. Capital + Aesefves 9.44 11.94 19.<B 64.28 123.41 120.27 114.22 124.22 

4. Deposits (total) n.31 242.39 547.82 1045.16 161!.n ZHJ.21 2335.:1> m.n 
4.1. - lh'aulerat.ed 38.76 59.m 107 .EiB 196.09 242.64 272.25 227 .<ti 426. 92 
4.2. - leulerat.ed 38.55 183.:1> 440.14 849.00 13$.12 2113.(2 21<B.24 £079.79 

5. Total '6sets $.17 275.56 620.89 1247.n 1$9.93 2731.21zm.SJ2781.86 

6. Total Irm1e 3.37 17.11 51.24 120.87 Ul>.49 143.84 135.81 92.37 
7. Profit (pre-tax) 
7.1. - Gross (iocl. d.s.) 1.$ 12.74 35.69 89.00 158.96 125.52 0.00 ED.62 
7.2. - tet (e1.cl. d.s.) 1.41 3.72 9.<E 21.48 44.96 13.78 0.00 5.74 

8. Divid:nt (%) 10.00 10.00 11.25 15.00 10.00 20.00 0.00 0.00 
9. Return CJ1 Deposits 
9.1. - Minimm (%} 6.00 6.12 6.75 9.00 8.00 5.00 0.00 2.22 
9.2. - HaxiDllD (%) 9.00 9.12 10.12 13.~ 12.00 7.75 0.00 4.00 

10. Ratios (%) 
10.1. Irm1e/Assets 3.54 6.21 8.25 9.69 9.16 5.27 4.89 3.32 
10.2. Gross-Profit/Assets 2.a; 4.62 5.75 7.13 8.07 4.SJ 0.00 2.18 
10.3. tet-Profit/Assets 1.48 1.35 1.46 1.72 2.28 o.~ 0.00 0.21 
10.4. Irmie/Capital 37.24 189.88 564.88 355.51 348.29 225.03 221.10 142.74 
10.5. Gross-Profit/Capital 21.52 141.40 393.47 261.n n.74 196.36 0.00 93.68 
10.6. Jet-Profit/Capital 15.59 41.26 9'J.78 63.18 fti.75 21.55 0.00 8.87 
10.7. Cap.+ Aesefves/Assets 9.92 4.33 3.07 5.15 6.26 4.40 4.11 4.47 
10.8. Prq>. of lhren. Depos. ~.14 24.38 19.Ei6 18.76 14.81 11.41 9.72 17.03 

11. Grtwth Rates (%) 
11.1. Capital + Aesefves 26.40 59.8.5 236.88 91.~ -2.55 -5.03 8.76 
11.2. Deposits t UT8IUl. 52.45 82.22 82.11 23.74 12.20 -16.&:I 88.02 
11. 3. Deposits t l'91IJ1el". 375.53 140.13 92.91 64.43 51.35 -0.23 -1.35 
11.4. Total Deposits 213.54 126.01 ~.79 56.00 45.55 -2.10 7.34 
11.5. Total Assets 189.56 125.32 100.96 57.88 38.64 1.71 0.14 
11.6. Total lflCOl2 llJ7.44 19'J.48 135.89 49.33 -20.:1> -5.59 -31.99 
11. 7. Gross Profit 553.83 Ull.13 149.36 78.61 -21.()1 -100.00 
11.8. tet Profit 163.47 143.44 137.35 109.28 -69.35 -100.00 
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Massraf Faysal Al-Islami of Bahrain, Manama (Bahrain} 

Amounts in million USS 1983 1984 1985 

----------------------------------------------------
0. Exchange Rate (NC/USS} 0.376 0.376 0.376 

1. Capital 
1.1. - Authorized 20.00 20.00 20.00 
1.2. - Paid up 20.00 20.00 20.00 
2. Reserves 1.53 4.15 6.18 
3. Capital + Reserves 21.53 24.15 26.18 

4. Deposits (total) 111.89 229.44 631.47 
4.1. - Unre.,nerated 1.54 4.65 9.61 
4.2. - Remunerated 110.35 224.80 621.86 

5. Total Assets 133.47 255.64 576.55 

6. Total Income 
7. Profit (pre-tax} 
7 .1. - Gross (incl. d.s.} 
7.2. - Net (excl. d.s.) 0.88 2.63 2.02 

8. Dividend (%) 
9. Return on Deposits 
9.1. - Minimum (I) 6.00 
9.2. - Maximum (I) 11.00 

----------------------------------------------------
10. Ratios (I) 
10.1. Income/Assets 
10.2. Gross-Profit/Assets 
10.3. Net-Profit/Assets 0.66 1.03 0.35 
10.4. Income/Capital 
10.5. Gross-Profit/Capital 
10.6. Net-Profit/Capital 4.40 13.15 10.11 
10.7. Cap.+ Reserves/Assets 16.13 9.45 4.54 
10.8. Prop. of Unrem. Depos. 1.38 2.02 1.52 

11. Growth Rates (I) 
11.1. Capital + Reserves 12.22 8.37 
11.2. Deposits, unremun. 200.93 106.92 
11. 3. Deposits, remuner. 103.72 176.63 
11.4. Total Deposits 105.06 175.22 
11. 5. Total Assets 91.53 125.53 
11.6. Total Income 
11. 7. Gross Profit 
11.8. Net Profit 198.56 -23.08 
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Qatar Islamic Bank, Doha (Qatar) 

Amounts in million QR I USS 1404 1405 1404 1405 

----------------------------------------------------------------
0. Exchange Rate (NC/USS) 3.640 3.640 3.640 3.640 

1. Capital 
1.1. - Authorized 200.00 200.00 54.95 54.95 
1.2. - Paid up 50.00 50.00 13. 74 13.74 
2. Reserves 7.75 11.03 2.13 3.03 
3. Capital + Reserves 57.75 61.03 15.87 16.77 

4. Deposits (total) 299.71 517.16 82.34 142.08 
4.1. - Unreamerated 159.95 165.37 43.94 45.43 
4.2. - Re111merated 139.76 351. 78 38.40 96.65 

5. Total Assets 369.94 605.17 101.63 166.26 

6. Total Income 18.50 38.59 5.08 10.60 
7. Profit (pre-tax) 
7 .1. - Gross (incl. d.s.) 6.97 25.04 1.91 6.88 
7.2. - Net (excl. d.s.) 2.65 8.72 0.73 2.40 

8. Dividend (%) 0.00 10.00 0.00 10.00 
9. Return on Deposits 
9.1. - Mini111Jm (S) 4.33 4.45 4.33 4.45 
9.2. - Maxi111Jm (S) 7.79 8.00 7.79 8.00 

----------------------------------------------------------------
10. Ratios (S) 
10.1. Income/Assets 5.00 6.38 5.00 6.38 
10.2. Gross-Profit/Assets 1.88 4.14 1.88 4.14 
10.3. Net-Profit/Assets 0.72 1.44 0.72 1.44 
10.4. Income/Capital 37.00 77.18 37.00 77.18 
10.5. Gross-Profit/Capital 13.94 50.08 13.94 50.08 
10.6. Net-Profit/Capital 5.30 17.45 5.30 17.45 
10.7. Cap.+ Reserves/Assets 15.61 10.08 15.61 10.08 
10.8. Prop. of Unrem. Depos. 53.37 31.98 53.37 31.98 

11. Growth Rates (S) 
11.1. Capital + Reserves 5.67 5.67 
11.2. Deposits, unre1111n. 3.39 3.39 
11.3. Deposits, remuner. 151. 71 151. 71 
11.4. Total Deposits 72.55 72.55 
11.5. Total Assets 63.59 63.59 
11.6. Total Income 108.57 108.57 
11.7. Gross Profit 259.34 259.34 
11.8. Net Profit 229.32 229.32 
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Tadamon Islamic Bank, Khartoum (Sudan) 

Amounts in million LS I USS 1983 1984 1983 1984 

---------------------------------------------------------------
0 • Exchange Rate (NC/USS) 1.300 1.300 1.300 1.300 

• 1. Capital 
1.1. - Authorized 65.00 65.00 50.00 50.00 
1.2. - Paid up 14.84 15.03 11.42 11.56 
2. Reserves 5.46 6.76 4.20 5.20 
3. Capital + Reserves 20.30 21.79 15.61 16.76 

4. Deposits (total) 30.99 44.22 23.84 34.02 
4.1. - Unrenamerated 12.59 26.44 9.68 20.34 
<l. 2. - Re111merated 18.41 17 .78 14.16 13.68 

5. Total Assets 57.41 80.30 44.16 61.77 

6. Total Income 7.73 5.95 
7. Profit (pre-tax) 
7 .1. - Gross (incl. d.s.) 2.24 1.73 
7.2. - Net (excl. d.s.) 0.91 0.70 

8. Dividend (%) 7.00 7.00 
9. Return on Deposits 
9.1. - Mini 111.1m (S) 7.00 7.00 
9.2. - Maxi1111m (S) 7.00 7.00 

-------------------------------------------- ----------------
10. Ratios (S) 
10.1. Income/Assets 9.63 9.63 
10.2. Gross-Profit/Assets 2.79 2.79 
10.3. Net-Profit/Assets 1.14 1.14 
10.4. Income/Capital 51.44 51.44 
10.5. Gross-Profit/Capital 14.93 14.93 
10.6. Net-Profit/Capital 6.08 6.08 
10.7. Cap.+ Reserves/Assets 35.36 27.13 35.36 27 .13 
10.8. Prop. of Unrem. Depos. 40.61 59.79 40.61 59.79 

11. Growth Rates (S) 
11.1. Capital + Reserves 7.33 7.33 
11.2. Deposits, unremun. 110.06 110.06 
11.3. Deposits, relll.lner. -3.39 -3.39 
11.4. Total Deposits 42.68 42.68 
11.5. Total Assets 39.87 39.87 
11.6. Total Income 
11.7. Gross Profit 
11.8. Net Profit 
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lnfol"lliltions on Industrial Financing Activities 
(excerpted from Annual Reports) 

Al Baraka International limited, London (1985) 

Practically no industrial financing: 87.8 % of total assets i~ "com
modity transactions secured by banks and money at short notice" and 
9.5 % "short term financing". 

Albaraka Islamic Investment Bank, Manama (1985) 

Seemingly no industrial financing: The figure for "investment fi
nancing" on the balance sheet (252.45 mn USS) "represents the out
standing balance of various investment transactions concluded during 
the year amounting to 91 transaction~ in international conmodities 
only." 

Al Baraka Turkish Finance House, Istanbul (1985) 

Practically no industrial financing: The breakdown of the total 
number of 161 approved projets is: 158 trade financing, 3 profit and 
loss sharing. 

Bahrain Islamic Bank, Manama (1985) 

Seemingly no industrial financing: 74.5 % of total assets are in 
"contracts" (land, buildings, 
vehicles, others), 11.5 % 

buildings). 

conrnodities, letters of credit, motor 
in "investments" (mainly land and 

Bank Is 1 am Malaysia Berhad, 'Kua 1 a Lumpur ( 1984) 
' ' Practically no industrial financing, but the aggregated figures 

allow no exact quantitative 'assessment. 

.. 
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Beit Ettamwil Saudi Tounsi, Tunis (1984) 

In 1983, 13 projects have been financed with a volume of 15.2 mn 

USS (approx. 40 % of the tot a: financing as disc 1 osed in the 
balance sheet:). 7 projects with 58.~ % of the project financing 

volume were relateo to the manufacturing industries . 

Dubai Islamic Bank, Deira (1982) 

"The Bank has adopted the policy for the last two years to prefer 
short-term investments having less risk and more profit and to 

minimize the middle and long-term investments in the projects 
having economic and social advantages." The quantity of industrial 

financing does not seem to be substantial, and employments of funds 
in the industrial sector grew with a rate of only 18 % in compa
rison to 57 % for real estate, 340 % for imports and 562 % for 
local trade. 

Dar Al-Maal Ai-lslami Trust, Nassau (1985) 

"To-date, a number of projects have been financed from DMI funds 
totalling about US$ 86 million, and from modaraba funds totalling 

USS 175 million." 54 % of these projects are located in Saudi 
Arabia, 14 % in Sudan. Regarding the sectoral composition, only 3 % 

of the projects are in the industrial sector. 

Faisal Islamic Bank (Sudan), Khartoum (1984) 

"In the last year we gave priority for agriculture and industry 

which falls in line with the investment strategy considered by our 
Board of Directors, which was to assign 50 % of the total invest

ment of the bank for the short term investments, 40 % for the 
medium term investments and 10 % for artisans and craftsmen." More 
precise figures for industrial financing activities are not given 

in the Annual Report, but in a paper of the General Manager (see 
pp. 26-29) it is disclosed that the share cf industry financing was 
9.2 % in 1984 (5.4 % in 1983, 2.2 % in 1982, 4.0 % in 1981). 



- 64 -

Faisal Islamic Bank of Egypt, Cairo (1984) 

The total short and medium term investments amounted to 1.5 bn USS 

out of which 1 bn USS were short and medium term musharaka, 

murabaha und mudaraba operations. "58.5 % of these operations were 

directed into the production sectors", but what has been financed 

mainly seems to be not the local production but the import of 

production intermediates, spare parts and capital goods. Some 

equity participations in industrial ventures are mentioned in the 

Annual Report, but in volume, they are neg1igible since total 

direct investnelts and equity participations (in more than 30 enter

prises in various sectors, including the 7 in industry} amount to 

only 95.5 mn USS which is 5 % of total assets. 

Islami Bank Bangladesh Litmited, Dhaka (1984) 

"The prime objective of the Islami Bank Bangladesh Limited is to 

help growth of rapid industrialisation and promotion of trade and 

commerce in the country through a system of participation unlike 

that of other traditional banks. . . . (In 1984) I BBL financed 112 
units of industrial projects involving Tk. 312.4 million ... In the 

commercial sector, the bank participated in 500 cases (excluding 

L/C} to the tune of Tk. 315.65 million." The total investments in 

partnership, profit sharing, capital in affiliated projects, and 

real estates stood at 405.7 mn Tk. in the balance sheet of which a 

quarter (106.6 mn Tk.} were "industrial investments". 

Islamic Bank International of Denmark, Copenhagen (1985) 

No informations are given on the sectoral composition of the 

financing and investment activities. However, the corporate finan

cing in the industrial sector is probably insignificant: more than 

80 % of the total assets are clearly not related to industrial 

finance, and the remainder seems to be mainly trade related. 
.. 
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Islamic Internationl Bank for Investment and Development, Cairo {1~} 

71.7 % of total assets were short and medium term investments which 

"cover the fields of food security, raw materials, spare parts, 

equipments, aneans of transport, chemicals, manufacturing, trade, 

constructing, housing and infrastructure project·.:". A breakdown is 

given for the types of investment; at maximum 20 % of the invest

ments could be made in the industrial sector, but probably this 

proportion is much less. With one or two exceptions, the long term 

investments, i.e. the participation; in the capital of companies, 

have been made outside the industrial sector. 

Islamic Investment House, Annan {1984) 

No informations on the sectoral composition of financing and in

vestments are given. 

Jordan Islamic Bank for Finance and Investment, Anman {1985) 

No informations on the sectoral composition of financings and in

vestments are given. 

Kuwait Finance House, Safat (1985) 

The breakdown of the investment portfolio does not mention any 

employment of funds in the industrial sector (but mainly real 

estate and trading}. 

Massraf Faysal Al-Islami of Bahrain, Manama {1985) 

The bank manages clients' funds amounting to 621.9 mn US$, inclu

ding 471.8 mn USS of funds managed on ~ehalf cf other companies of 

the OMI group. 97 % of these funds were used for short term invest

ments which "consist mainly of US doll'ar covered currency and com-, 

modity parallel sale and purchase transactions with major financial 

institutions." Further 2.5 % of the :managed funds were used for 

"Islamic financing" and "morabaha", i.e. factually in trade finan

cing. Industrial financing seems to ~e non-existent or, at best, 

marginal. 
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Qatar Islamic Bank, Doha (1985) 

"The financial policies of our bank is to invest in short and 

medium term investments, where profit and security is maintained." 

No further sectoral breakd1Jwn of financing activities is given. 

Tadamon Islamic Bank, Khartoum (1984) 

For musharaka, mudaraba and murabaha financings. a to~al amount van 

37.4 mn LS was provided; 2 mn LS (= 5 %} wer~ employed in the 

industrial sector. 
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