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Professional Certificate in Islamic Finance and Philanthropy

Introduction to Islamic Finance

Islamic Finance is a rapidly growing sector within the global financial industry that adheres to Islamic
principles and laws. Understanding the key terms and vocabulary in Islamic Finance is crucial for
professionals in this field to navigate the intricacies of Sharia-compliant financial transactions. This
explanation aims to provide a comprehensive overview of essential terms in Islamic Finance for learners in
the Professional Certificate in Islamic Finance and Philanthropy course.

1. **Sharia**: Sharia is the Islamic law derived from the Quran and Hadith that governs all aspects of a
Muslim's life, including finance. In Islamic Finance, compliance with Sharia principles is paramount, and
transactions must adhere to Sharia guidelines to be considered valid.

2. **Islamic Finance**: Islamic Finance refers to financial activities that comply with Sharia law. It prohibits
riba (interest), gharar (uncertainty), maysir (gambling), and haram (forbidden) activities, while promoting
risk-sharing, ethical investments, and social responsibility.

3. **Riba**: Riba refers to the prohibition of interest in Islamic Finance. Charging or paying interest is
considered exploitative and unethical, as money should not generate more money without participating in
risk-sharing activities.

4. **Mudarabah**: Mudarabah is a form of partnership where one party provides capital (rab al-mal) while
the other party provides expertise and management (mudarib). Profits are shared according to a pre-agreed
ratio, while losses are borne by the capital provider.

5. **Musharakah**: Musharakah is a partnership where all partners contribute capital and expertise to a
venture. Profits and losses are shared based on the agreed-upon ratio, reflecting the principle of shared risk
in Islamic Finance.

6. **Murabaha**: Murabaha is a cost-plus financing arrangement commonly used in Islamic banking. The
bank purchases an asset on behalf of the client and sells it to them at a markup price, allowing the client to
defer payment over time.

7. **Ijarah**: Ijarah is a leasing contract where the lessor (owner) leases an asset to the lessee (user) for a
specific period and rental payment. At the end of the lease term, the lessee may have the option to
purchase the asset at an agreed-upon price.

8. **Sukuk**: Sukuk are Islamic bonds that represent ownership in an underlying asset or project. Sukuk
holders receive a share of profits generated by the asset, rather than interest, making them compliant with
Sharia principles.

9. **Takaful**: Takaful is an Islamic insurance concept based on mutual cooperation and shared
responsibility. Policyholders contribute premiums to a common fund that compensates members in case of
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loss or damage, in accordance with Sharia principles.

10. **Zakat**: Zakat is an obligatory charitable contribution for Muslims, typically calculated as a percentage
of wealth and assets. In Islamic Finance, Zakat plays a vital role in wealth distribution and social welfare,
promoting economic equity and justice.

11. **Waqf**: Waqf refers to an Islamic endowment or charitable trust established for religious, educational,
or social purposes. Waqf assets are dedicated to specific beneficiaries and cannot be used for personal gain,
ensuring perpetual benefits for the community.

12. **Shariah Board**: A Shariah Board is a committee of Islamic scholars responsible for ensuring that
financial products and services comply with Sharia principles. They provide guidance, review transactions,
and issue Sharia-compliance certificates for Islamic financial institutions.

13. **Islamic Banking**: Islamic Banking operates based on Sharia principles, offering financial products and
services that do not involve interest (riba) or prohibited activities. Islamic banks follow ethical standards and
promote risk-sharing and social responsibility.

14. **Islamic Capital Market**: The Islamic Capital Market facilitates the trading of Sharia-compliant
securities, such as Sukuk and Islamic equities. It provides opportunities for investors to participate in
financial markets while adhering to Islamic principles.

15. **Islamic Microfinance**: Islamic Microfinance offers financial services to underserved populations,
following Sharia guidelines. It promotes financial inclusion, entrepreneurship, and poverty alleviation
through ethical and sustainable microfinance practices.

16. **Islamic Philanthropy**: Islamic Philanthropy involves charitable giving and social responsibility based
on Islamic principles. It includes Zakat, Sadaqah (voluntary giving), and Waqf to support humanitarian
causes, education, healthcare, and community development.

17. **Tawarruq**: Tawarruq is a form of Islamic finance where a customer purchases a commodity from a
bank on deferred payment terms and immediately sells it to a third party for cash. It is often used as a
liquidity management tool in Islamic banking.

18. **Istisna**: Istisna is a contract for manufacturing goods or constructing assets in Islamic Finance. The
manufacturer agrees to deliver the specified product at an agreed-upon price and time, allowing for
customized products and project financing.

19. **Hawala**: Hawala is an informal money transfer system based on trust and network of agents. It is
commonly used in Islamic Finance for remittances and international fund transfers, providing a fast and
cost-effective alternative to traditional banking channels.

20. **Takaful Operator**: A Takaful Operator is an entity that administers Takaful operations, manages
Takaful funds, and underwrites Takaful policies. Takaful Operators ensure compliance with Sharia principles
and coordinate risk-sharing among policyholders.
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21. **Islamic Wealth Management**: Islamic Wealth Management involves managing assets and
investments in accordance with Sharia principles. It focuses on ethical investing, wealth preservation, and
long-term financial planning to meet the needs of high-net-worth individuals in the Islamic Finance
industry.

22. **Islamic Real Estate Investment**: Islamic Real Estate Investment allows investors to participate in real
estate projects while complying with Sharia principles. It includes partnerships, leasing contracts, and Sukuk
structures tailored for the real estate sector in Islamic Finance.

23. **Islamic Social Finance**: Islamic Social Finance encompasses Zakat, Sadaqah, Waqf, and other forms of
Islamic philanthropy aimed at addressing social challenges and promoting sustainable development. It
leverages Islamic principles to mobilize resources for community welfare and poverty alleviation.

24. **Islamic Financial Planning**: Islamic Financial Planning focuses on helping individuals and families
manage their finances according to Sharia principles. It incorporates Zakat, Halal investments, and ethical
wealth management strategies to achieve financial security and meet long-term goals.

25. **Islamic Crowdfunding**: Islamic Crowdfunding platforms enable individuals and organizations to raise
funds for projects or ventures in a Sharia-compliant manner. It leverages the principles of profit-sharing and
social responsibility to support entrepreneurship and innovation in the Islamic Finance ecosystem.

26. **Islamic Venture Capital**: Islamic Venture Capital provides funding to startups and entrepreneurial
ventures while adhering to Sharia principles. It promotes ethical investments, risk-sharing, and long-term
partnerships to support innovation and economic growth in the Islamic Finance sector.

27. **Islamic Compliance Officer**: An Islamic Compliance Officer ensures that financial institutions and
organizations comply with Sharia principles and regulatory requirements. They review transactions, policies,
and practices to uphold ethical standards and maintain Sharia compliance in Islamic Finance operations.

28. **Islamic Fintech**: Islamic Fintech combines financial technology with Islamic Finance principles to offer
innovative solutions for banking, payments, investments, and financial services. It leverages digital platforms
to promote financial inclusion, transparency, and efficiency in the Islamic Finance industry.

29. **Islamic Sustainable Finance**: Islamic Sustainable Finance integrates environmental, social, and
governance (ESG) criteria with Sharia principles to promote ethical investing and sustainable development.
It encourages responsible financial practices that align with Islamic values and contribute to long-term
social and environmental impact.

30. **Islamic Economic System**: The Islamic Economic System is based on the principles of justice, equity,
and social welfare outlined in Sharia law. It emphasizes ethical business practices, wealth distribution, and
economic stability to create a sustainable and inclusive economy in accordance with Islamic teachings.

By understanding and applying these key terms and concepts in Islamic Finance, professionals can navigate
the complexities of Sharia-compliant financial transactions, contribute to ethical and sustainable financial
practices, and foster economic growth in the Islamic Finance industry.
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