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Professional Certificate in Islamic Banking Compliance Problem Solving

Islamic Banking Products and Services

Islamic Banking Products and Services:

Islamic banking products and services refer to financial products and services that comply with Shariah law
principles. These products and services are structured in a way that prohibits the payment or receipt of
interest, as well as investments in businesses that are considered haram (forbidden) according to Islamic
law.

Islamic Banking:

Islamic banking is a system of banking that operates in accordance with Islamic law (Shariah). In Islamic
banking, the payment or receipt of interest (riba) is prohibited, and transactions must be based on
principles of risk-sharing, fairness, and ethical conduct.

Shariah Law:

Shariah law is the body of Islamic law derived from the Quran and the teachings of the Prophet
Muhammad. It provides guidelines on all aspects of life, including finance and economics. Shariah law
prohibits activities such as the payment or receipt of interest, gambling, and speculation.

Shariah Compliance:

Shariah compliance refers to the adherence of financial products and services to the principles of Islamic
law. In the context of Islamic banking, Shariah compliance ensures that all transactions and investments are
conducted in accordance with Shariah principles.

Mudarabah:

Mudarabah is a form of Islamic finance in which one party provides capital (rab al-mal) to another party
who manages the business (mudarib). Profits generated from the business are shared between the two
parties according to a pre-agreed ratio, while losses are borne solely by the provider of capital.

Musharakah:

Musharakah is a form of Islamic finance in which two or more parties contribute capital to a business
venture. Profits generated from the venture are shared between the parties according to a pre-agreed ratio,
while losses are shared in proportion to each party's investment.

Murabaha:

Murabaha is a type of Islamic financing in which a financial institution purchases a good or asset at the
request of a customer and resells it to the customer at a higher price. The customer pays for the asset in
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installments, making it a form of deferred payment sale.

Ijara:

Ijara is a form of Islamic leasing in which a financial institution purchases an asset and leases it to a
customer for a specified period in exchange for rental payments. At the end of the lease term, the customer
may have the option to purchase the asset at an agreed-upon price.

Istisna:

Istisna is a form of Islamic financing in which a financial institution agrees to manufacture or construct a
specific asset according to the customer's specifications. The customer pays for the asset in installments as
it is being built, with the final payment made upon completion.

Sukuk:

Sukuk are Islamic financial instruments that represent ownership in a tangible asset, project, or investment.
Sukuk holders receive a share of the profits generated by the underlying asset or investment, making it a
form of asset-backed security.

Takaful:

Takaful is a form of Islamic insurance based on the principles of mutual cooperation, solidarity, and shared
responsibility. Participants contribute to a common fund to cover potential losses, with payouts made to
those who experience an insured event.

Islamic Equity Funds:

Islamic equity funds are investment funds that comply with Shariah principles by investing in stocks of
companies that are considered Shariah-compliant. These funds are managed in accordance with Islamic
investment guidelines to ensure that investments are made in businesses that are halal (permissible).

Islamic Real Estate Investment Trusts (REITs):

Islamic Real Estate Investment Trusts (REITs) are investment vehicles that comply with Shariah principles by
investing in income-generating real estate properties. Investors in Islamic REITs receive dividends from
rental income generated by the properties in the portfolio.

Islamic Money Market Funds:

Islamic money market funds are investment funds that comply with Shariah principles by investing in short-
term, low-risk assets such as Islamic bonds (sukuk) and Islamic money market instruments. These funds
provide investors with a halal alternative to conventional money market funds.

Islamic Private Equity Funds:

Islamic private equity funds are investment vehicles that comply with Shariah principles by investing in
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private companies or projects. These funds provide capital to businesses in exchange for equity ownership,
with profits shared between investors and fund managers according to a pre-agreed ratio.

Islamic Venture Capital Funds:

Islamic venture capital funds are investment vehicles that comply with Shariah principles by providing
capital to startup companies or small businesses in exchange for equity ownership. These funds support
entrepreneurship and innovation while adhering to Islamic investment guidelines.

Socially Responsible Investing (SRI):

Socially Responsible Investing (SRI) refers to an investment approach that considers environmental, social,
and governance (ESG) factors in addition to financial returns. Islamic banking products and services often
incorporate SRI principles to ensure that investments are made in ethical and sustainable businesses.

Trade-Based Financing:

Trade-based financing is a form of Islamic finance that involves the purchase and sale of goods or
commodities. Common trade-based financing structures include murabaha, istisna, and ijara, which enable
businesses to access financing without violating Shariah principles.

Profit-and-Loss Sharing (PLS):

Profit-and-Loss Sharing (PLS) is a fundamental principle of Islamic finance that emphasizes the sharing of
risks and rewards between parties. PLS arrangements such as mudarabah and musharakah enable financial
institutions and customers to engage in mutually beneficial partnerships.

Islamic Asset Management:

Islamic asset management refers to the management of investment portfolios in accordance with Shariah
principles. Islamic asset managers apply screening criteria to ensure that investments are made in Shariah-
compliant assets and industries, while seeking to generate competitive returns for investors.

Shariah Screening Criteria:

Shariah screening criteria are guidelines used to assess the compliance of financial products and services
with Islamic law. Common screening criteria include the prohibition of interest-based transactions,
investments in haram industries, and excessive uncertainty (gharar) in contracts.

Islamic Wealth Management:

Islamic wealth management involves the management of individual or institutional assets in accordance
with Shariah principles. Islamic wealth managers provide tailored financial solutions that align with clients'
values and objectives, while seeking to grow and preserve their wealth in a Shariah-compliant manner.

Islamic Retail Banking:
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Islamic retail banking refers to the provision of banking products and services to individual customers in
compliance with Shariah principles. Islamic retail banks offer a range of products such as savings accounts,
current accounts, home financing, and personal financing that are structured to be Shariah-compliant.

Islamic Corporate Banking:

Islamic corporate banking involves the provision of banking products and services to businesses and
corporate clients in accordance with Shariah principles. Islamic corporate banks offer services such as trade
finance, working capital finance, project finance, and treasury management that adhere to Islamic finance
principles.

Islamic Investment Banking:

Islamic investment banking encompasses a range of financial services such as mergers and acquisitions,
capital raising, and investment advisory that are structured in compliance with Shariah principles. Islamic
investment banks facilitate Islamic finance transactions for corporate and institutional clients.

Wa'ad:

Wa'ad is a unilateral promise or undertaking made by one party to another in an Islamic finance contract.
Wa'ad is not binding but serves as a commitment to enter into a future transaction under specified terms
and conditions, providing a degree of assurance to the other party.

Kafalah:

Kafalah is a form of guarantee or surety provided by a third party to secure the performance of a contract
or obligation. In Islamic finance, kafalah is used to mitigate credit risk and ensure the fulfillment of financial
commitments by the primary parties to a transaction.

Islamic Syndicated Financing:

Islamic syndicated financing involves a group of financial institutions collectively providing funding to a
borrower in accordance with Shariah principles. Each participating institution shares in the risk and returns
of the financing arrangement, with profits distributed based on the agreed-upon profit-sharing ratio.

Islamic Trade Finance:

Islamic trade finance refers to the provision of financing services for international trade transactions that
comply with Shariah principles. Common Islamic trade finance instruments include murabaha, istisna, and
ijara, which enable businesses to engage in cross-border trade while adhering to Islamic finance guidelines.

Islamic Project Finance:

Islamic project finance involves the provision of funding for large-scale infrastructure projects or
developments in compliance with Shariah principles. Islamic project finance structures such as musharakah
and ijara enable investors to participate in long-term projects while sharing risks and returns.
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Islamic Capital Markets:

Islamic capital markets encompass financial markets where Shariah-compliant securities such as sukuk,
Islamic equities, and Islamic funds are traded. Islamic capital markets provide opportunities for investors to
access Shariah-compliant investment products and diversify their portfolios.

Islamic Microfinance:

Islamic microfinance refers to the provision of financial services to low-income individuals and small
businesses in compliance with Shariah principles. Islamic microfinance institutions offer products such as
qard al-hasan (interest-free loans), zakat-based financing, and profit-sharing arrangements to support
economic empowerment and financial inclusion.

Islamic Crowdfunding:

Islamic crowdfunding platforms enable individuals and businesses to raise funds from a large number of
investors in accordance with Shariah principles. Islamic crowdfunding models such as donation-based
crowdfunding, reward-based crowdfunding, and equity-based crowdfunding provide alternative sources of
financing for diverse projects and ventures.

Islamic Compliance Framework:

Islamic compliance framework refers to the set of policies, procedures, and controls implemented by
financial institutions to ensure compliance with Shariah principles. The framework includes Shariah
governance structures, compliance monitoring mechanisms, and internal audit processes to uphold the
integrity of Islamic finance operations.

Islamic Risk Management:

Islamic risk management involves identifying, assessing, and mitigating risks inherent in Islamic finance
transactions in compliance with Shariah principles. Islamic financial institutions employ risk management
tools such as profit-and-loss sharing, asset-backed financing, and risk-sharing mechanisms to manage
credit, market, and operational risks.

Shariah Supervisory Board:

Shariah Supervisory Board is an independent body of scholars and experts in Islamic law appointed by
financial institutions to oversee the compliance of products and services with Shariah principles. The board
provides guidance on Shariah matters, reviews transactions, and issues rulings to ensure the integrity of
Islamic finance operations.

Islamic Finance Training:

Islamic finance training programs provide individuals with the knowledge and skills needed to understand
and apply principles of Islamic finance. Training courses cover topics such as Shariah law, Islamic banking
products, risk management, and ethical conduct to prepare professionals for careers in the Islamic finance
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industry.

Halal Investment:

Halal investment refers to the practice of investing in assets and businesses that are permissible according
to Islamic law. Halal investments exclude activities such as gambling, alcohol, pork, and interest-based
transactions, focusing on ethical and socially responsible opportunities that align with Islamic principles.

Islamic Finance Ethics:

Islamic finance ethics encompass the moral and ethical principles that guide the conduct of financial
transactions in Islamic finance. Ethics in Islamic finance emphasize fairness, transparency, honesty, and social
responsibility, promoting behavior that upholds the values of Shariah law and benefits society as a whole.

Islamic Finance Governance:

Islamic finance governance refers to the structures and processes established by financial institutions to
ensure compliance with Shariah principles and ethical standards. Governance mechanisms in Islamic finance
include Shariah supervisory boards, compliance committees, and internal control functions that oversee
operations and mitigate risks.

Islamic Finance Regulation:

Islamic finance regulation comprises the legal frameworks and regulatory requirements that govern the
operation of Islamic financial institutions and products. Regulators and authorities in Islamic finance
jurisdictions enforce rules and standards to safeguard the integrity, stability, and transparency of the Islamic
finance industry.

Islamic Finance Compliance:

Islamic finance compliance involves adhering to the principles of Shariah law and ethical standards in all
financial transactions and operations. Compliance with Islamic finance guidelines is essential for financial
institutions to maintain the trust of investors, customers, and regulators and uphold the integrity of the
industry.

Islamic Finance Auditing:

Islamic finance auditing entails the examination and verification of financial statements, transactions, and
operations of Islamic financial institutions to ensure compliance with Shariah principles and regulatory
requirements. Auditors in Islamic finance assess risks, evaluate controls, and provide assurance on the
integrity and accuracy of financial reporting.

Islamic Finance Technology:

Islamic finance technology (Fintech) refers to the use of digital solutions and innovations to enhance the
delivery of Islamic financial products and services. Fintech in Islamic finance includes platforms for online

Read online: https://certificates.lsba.org.uk/glossaries/3003811/
islamic-banking-products-and-services

London School of Business and Administration · 20 Jun 2026



G LO S S A RY

banking, mobile payments, crowdfunding, and blockchain applications that cater to the needs of tech-savvy
customers and investors.

Islamic Finance Innovation:

Islamic finance innovation involves the development of new products, services, and business models that
align with Shariah principles and cater to the evolving needs of Islamic finance customers. Innovation in
Islamic finance drives industry growth, enhances financial inclusion, and fosters sustainable practices in the
global economy.

Islamic Finance Challenges:

Islamic finance faces a range of challenges such as regulatory complexities, product standardization, talent
development, and market integration. Addressing these challenges requires collaboration among industry
stakeholders, policymakers, and scholars to promote innovation, enhance governance, and build a resilient
Islamic finance ecosystem.

Islamic Finance Opportunities:

Islamic finance presents opportunities for sustainable growth, financial inclusion, and ethical investing in the
global economy. Opportunities in Islamic finance include expanding market reach, developing innovative
products, leveraging technology, and promoting socially responsible practices to meet the evolving needs
of customers and investors.

Islamic Finance Education:

Islamic finance education plays a crucial role in developing a skilled workforce and fostering expertise in
Shariah-compliant finance. Educational programs in Islamic finance cover topics such as Islamic law,
financial instruments, risk management, and governance to prepare professionals for careers in the dynamic
field of Islamic finance.

Islamic Finance Certification:

Islamic finance certification programs provide individuals with recognized credentials and qualifications in
Shariah-compliant finance. Certifications in Islamic finance validate expertise, enhance career prospects, and
demonstrate a commitment to upholding ethical standards and best practices in the Islamic finance
industry.

Islamic Finance Standards:

Islamic finance standards are guidelines and principles that govern the operation of Islamic financial
institutions and products. Standards such as the Accounting and Auditing Organization for Islamic Financial
Institutions (AAOIFI) and the Islamic Financial Services Board (IFSB) set benchmarks for Shariah compliance,
risk management, and financial reporting in Islamic finance.

Islamic Finance Conferences:
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Islamic finance conferences bring together industry professionals, scholars, regulators, and stakeholders to
discuss trends, challenges, and opportunities in the Islamic finance sector. Conferences provide a platform
for networking, knowledge sharing, and collaboration to promote innovation, best practices, and
sustainable growth in Islamic finance.

Islamic Finance Publications:

Islamic finance publications include academic journals, research reports, books, and magazines that cover
topics related to Shariah-compliant finance. Publications in Islamic finance contribute to knowledge
dissemination, research advancement, and industry development, offering insights and perspectives on key
issues in the field.

Islamic Finance Research:

Islamic finance research encompasses scholarly studies, empirical analyses, and case studies that investigate
various aspects of Islamic finance. Research in Islamic finance explores topics such as risk management,
product innovation, market dynamics, and regulatory challenges to advance the knowledge and
understanding of Shariah-compliant finance.

Islamic Finance Institutions:

Islamic finance institutions include banks, insurance companies, investment firms, and other financial
entities that offer Shariah-compliant products and services. These institutions operate in accordance with
Islamic law principles, serving customers who seek ethical, transparent, and socially responsible financial
solutions.

Islamic Finance Markets:

Islamic finance markets comprise financial exchanges, platforms, and venues where Shariah-compliant
securities, commodities, and assets are traded. Islamic finance markets provide liquidity, price discovery, and
investment opportunities for participants seeking to engage in Shariah-compliant transactions and portfolio
diversification.

Islamic Finance Ecosystem:

Islamic finance ecosystem encompasses the interconnected network of stakeholders, institutions, regulators,
scholars, and customers in the Islamic finance industry. The ecosystem supports the growth, stability, and
sustainability of Shariah-compliant finance through collaboration, innovation, and adherence to ethical
principles and best practices.
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