Malakand University Research Journal of Islamic studies, Vol: 3, Issue:2, July—Dec 2021

96PN =S
The Concept of Combination of Contracts in Islamic Finance

Muhammad Abubakar Siddique
International Institute of Islamic Economics (I1IE),
International Islamic University Islamabad, Pakistan
Email: muhammad.abubakar@iiu.edu.pk

Dr. Syed Muhammad Abdul Rehman Shah
Basic Sciences and Humanities Department
University of Engineering & Technology (UET) Taxila, Pakistan
Email: a.rehman@uettaxila.edu.pk

ISSN (P):2708-6577
ISSN (E):2709-6157
Abstract
Islamic banking is currently facing many modern challenges, the most important of which
is the innovation in products. New products are rapidly being introduced in modern
conventional financial institutions on daily basis, while the launch of new products in
Islamic banking seems to be stagnant. In order to compete with traditional banking in the
current era of marketing, it is necessary to focus on introducing attractive products for
Islamic banks. Combination of contracts is a method through which products can be
made up of two or more contracts, such as “diminishing musharakah” consisting of
partnership, lease and sale contracts. However, it is a much more complex process than
it seems, in which it is very important to take care of many important principles from a
Shariah point of view, otherwise the reputation of an institution will be tarnished if a
wrong product is found to be illegitimate from a Shariah point of view. The concept of
“combination of contracts” is the concept through which new products can be
engineered in Islamic financial system. However, there are various concepts confuses the
researchers to differentiate combination of contract from them. After differentiating the
combination of contract from those concepts, this article explains the guidelines for the
financial engineers of Islamic financial institutions regarding combination of contracts,
which will help in the formulation of the new product according to the Shariah
principles.
Keywords: Combination of contracts, Islamic Financial products, Diminishing
Musharkah, Islamic finance, Financial Engineering
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