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<Abstract=>

Study on Islamic financial products in Malaysia

Sohn, Tae Woo"

Islamic finance, which is governed Sharia or Islamic law, has grown rapidly over the past
decade. However, unlike conventional finance based on interest-based transaction, the Sharia
requires Islamic financial transactions be supported by real economic activity and encourages
profit-loss sharing. Islamic finance expanded throughout Malaysia’s rapid economic development in
the 1980s and early 1990s. In order to become a global hub of Islamic finance, the Malaysian
government has made a number of key interventions in Islamic finance through: regulatory
reforms reducing ambiguity in Islamic financial services, enhanced research on Sharia matters,
development of innovative instruments, and creation of new institutions.

This paper focuses on the Islamic finance instruments or finance goods which Malaysian
financial institutions use their financial services or activities on their clients. Among them, Bai
Bithaman Ajil is often used by Malaysian Muslims. It is an agreement whereby a bank buy an
asset or property and sells the asset or property to a customer at an agreed defined price which
the customer has to pay on a deferred basis or by periodic instalments. There are also Bai Salam
(advance purchase), Istisna (commissioned manufacture), ljarah (leasing), Mudharabah
(profit-sharing), Musharakah (partnership), Murabahah (set profit sale), Rahn (pledge), Dhaman
(guarantee).

Through this paper, | would like to propose to provide its basic theory of Islamic finance
goods or instruments in Malaysia to our government and companies which are interested in

Islamic finance, especially Islamic bank.

Keywords : Islamic law, Sharia, Islamic finance, Malaysia, Bai Salam, Istisna, ljarah, Mudharabah,
Musharakah, Murabahah, Rahn, Dhaman
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