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ABSTRACT

Syed Banks have a significant and pivotal role in present global economic system. Bank
plays the role of financial intermediary and provides financial services to society.
Conventional Banking is based on the common practice of lending money on a fixed and
very high rate of interest. Interest is clearly prohibited as per instructions of Quran and
last prophet Hazrat Muhammad (SAW). Since the banking interest is “RIBA”,
therefore, it is completely prohibited in Islam. So, it must be banned in banking system
by State of Pakistan as per directives of Federal Shariat Court. This study highlights the
concept of interest based banking system and its harmful implications to society.
Further, this study also elaborates how Islamic banking system is showing robust
growth around the globe which makes it a complete solution and replacement of
conventional interest based banking system not only for Muslims but also for present
global financial system crises. However, Dr. Saqgib’s “Akhuwat” is playing a leading
role to introduce Islamic banking system without interest at global level. Constructive
and positive role of “Akhuwat” is commendable. In this article, Contemporary banking
system has been analyzed in the light of Islamic teachings...
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“As per theory of financial intermediation, the banks/financial
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“Bank; an institution that deals in money and its substitutes and provides
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respectively.”®

Sarr Swmzy Lo tlwolldI)F K/b/d;geédzt{g/b»uﬁoﬁf’(@ Juc;u@'ug 09 4
_4‘_4@&3(5”//!,9”!%6/{3/(;» :«:ﬁ:""/)-‘agﬁ/mzu’%{:)ggfw

104-f e st 2 (e y 2 Ll Sonsy (U143
122006500 PIrs o 1B S us S g £
12-11-F 1975 umbZ% LU S S 2 Fae ks F135
& Diamond, D. W., & Dybvig, P. H. ,Bank runs, deposit insurance, and liquidity. Journal of Political
Economy, 91(3),1983,pp. 401-419
" Della Thompson, The Concise Oxford Dictionary,Clarendon Press.Oxford,1995,p.99

8 The New Encyclopedia Britannica,Vol-1 , 15thEdition,EncyclopediaBrittanica, Inc.,1992,p.870

63



Mo QL U SE L 2l SIS e

(WY T2

WA Ui st et o 2 7 G sl S Sb- gt £ 30§ 62 L L
S A ke bUs f o e Lo i sl osms 6 JFIF e e f e i (T
:ug“&gd/’:gyuf!i-g;gu'}éi"f(Interest)»/&(D/;{,C;/LO))&'{J_ g@i.,dﬁ/u-w

“Before Islam emerged in Arab; it was a common practice to lend money
on a fixed and very high rate of interest, May it was for purely
consumption purposes, e-g. To meet one’s day to day requirements or to
face some contingencies. People become rich by charging manifold the
principal as usury and once in the clutches of these money lenders, a poor
person found himself unable to get out of that, generation through
generation.”*

e bl S ST U
“Riba lit. Increase as a technical term, usury of capital for which no
compensation is given”!

w2l 147 F e AL SIS Er S
“Riba litterly means increase ,addition ,expansion or growth which has
been prohibited by Islam .In the shariah ,riba technically refers to the
premium that must be paid by the borrower to lender along with the

principal amount as a condition for the loan or for an extension in its
maturity.”*?
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“Akhuwat is a philanthropic organization and until now the only source of
raising funds through philanthropy. Beginning with an amount of 10
thousand rupees, Akhuwat has to date given loans more than four hundred
and forty million rupees and is growing further. Akhuwat as the name
implies muakhaat or brotherhood and the idea behind it is that poverty can
only be eradicated if society shares its sources with the poor and needy.”®

H/4 § ,f‘/gj’?/k’z
“There were two main reasons for establishing it ,as Dr.Saqib felt that
interest charged by MFIL,S, is against Islam and formal banking sector

provides loans to affluent individuals at low rates. This motivated him to
provide loans in the form of Qard-e —Hasna.”®!
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®Huma Rahman,Amani Moaazzam,Nighat Ansari,Role of microfinance institutions in woman
women empowerment:A case study of Akhuwat ,Pakistan,A research Journal of South Asian
Studies,Vol.30,No.1,June 2015,p.107-125

&1 Ibid
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