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Challenges of linking profit in the agency contract
with investment in Islamic banks to the interest rate
index:
and the legal solutions for it
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Challenges of linking profit in the agency contract
with investment in Islamic banks to the interest rate
index:

and the legal solutions for it
Ahmed bin Mohammed bin Jumaa Al-Busafi
Department of Sharia (Principles of Jurisprudence) -
Faculty of Arts and Humanities - Al-Jinan University,
Tripoli - Lebanon.
Email: AhmedAl-Busafi@gmail.com
Abstract :
The investment agency contract is considered one of the
contracts approved by Islam, and it is a representation of
a person who is permitted to act on his behalf. The basic
principle of investment agency in Islamic banks is that it
is one of the necessary compensation contracts, and it is
for a fee. It is different from the general agency, which is
one of the permissible donation contracts, and it is for a
fee or without a fee. Therefore, it is necessary to look at
the implications of the rulings before they are applied to
investment agency, whether they are rulings for agency or
leasing. It is one of the contracts that Islamic banks rely
on as primary products to bring money to them. However,
Islamic banks, when applying the investment agency
product, suffer from many challenges, including: linking
profits to usurious indicators such as LIBOR. Although
they resort to these indicators to calculate profits for
guidance and to predict the future state of the market,
Islamic banks must link the profit to the previous
financial statements of the investing institution, and study
the economic feasibility for the coming period. Also,
scholars must expedite the creation of an Islamic index
that achieves the controls and conditions that are
consistent with the principles and provisions of Islamic
Sharia.
Keywords: Challenges, Profit, Agency Contract,
Solutions, Legitimacy.
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