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physical transformation.. It petforms entirely a
different function. Money is an exchange good,
and useful only in an exchange economy.”
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The objcets for which the Company is estahlished
arc as follows:

To install equipment operate and provide faciliteis
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link up to as a comvmission house between the
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trading centres of the world,
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Fumre contracts are firm commitments (o make
or accept delivery of a specified quantity and
quality of a commodity during as specific month
in the future at a price agreed upon at the time the
commitments was madc . The unique attraction of
futurc contracts is that they offer an efficient and
atfordable way of participating in the commodities
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markels withoul all the complications associated
with owning the physical matereriol -such as
arranging for delivery . Storage and insurance,
Less than three percent of all fuiure contracis
traded cach year result in delivery of the undrlying
commeodity. Instead traders genrally offset their
futrure positens bofore their contmcl wuture
realsizing the profit of loss which is the diference
between the initial purchase or sale price and the
price of 1he offsetting transaction.
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A cheque is an instrument containing an
unconditional order, singed by the depositor,
directing his banker to pay on demand a defimite
sun of money to himself or to the person nared
therein or the bearer of the cheque,
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An issuance i cheque against a current account is
a lorm of hawala if the beneficiary is a creditor of
the issucr or the account holder for the ampunt of
the cheque, in which case the issver, the bank and
the bencficiary are the transteror, the payer and
the transferec respectively,

Il the beneficiary 1% not 2 creditor o the issuer of
the cheque, then this is not 2 hawala transaction
because therc can be no hawala transaction
without an cxisting debt. In the absence of a debt,
the transaction becomes an agency contract for
recovery of the amount of the debt on behalf of
the transferor, which is jawiul in Sharia.

If the beneficiary of (he amount of a cheque is a
creditor 10 the issuer, then issuing a cheque
against the account of the issuer without a balance
is unrestricied transfer of debt if the bank accepts
the overdraft. If the bank rejects the overdeaft,
then this is not considered a iransfer of debt, in
which cuse the potenual beneficiary may bhave
recourse to the issuer.

The holder of a traveler's cheque, the vatue of
which has been paid by him 10 the issuing
mstitwiion, is a creditor to such an instittion. 1f
the holder of the traveler's cheque endorses the
cheque in favour of his creditor, it becomes a
transter of debt in favour of a third party against
the issuing institution that is a debtor to the holder
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of the wtaveler's cheque. This is a restricted
transfer of debt and the amount of the debit (s the
value of the cheque for which the instituticn

received payment.K
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A bill of exchanpe is an order from a creditor to

the debtor to pay a certain sum of money to
himself or to the bearer.
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An unconditional order in writing, addressed by
one person to another singed by the person giving
it, requiring the person to whom it is addressed to
pay on demand or at a fixed or determinable fumyre
time a sum certain in money or to the order of a
specified person, or to bearer,
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An unconditiona! promise in writing made by one
persom to another signed by the maker engaging to
pay on demand or at a fixed or determinable future
tine, a sum ceilain in money to or to the order of
a specified person, or to bearer.
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Promissory Note: a financial instument contaj ning
an unconditional undertaking singed by the maker
1o pay on demand, or at a fixed or determinable
time in future, a certain sum of maoney o the
holder or to the bearer of the instrument, or to the
order of a designated party.(1)
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(Bank Draft)d;f" L3k

A bill of exchange payable on demand, usually
drawn by one bank on another or by on branch on
another, a popular means of transfer of funds,

2 tortiat i S Sre Ffi
)/él‘}d/u':. iﬁuﬁ}fn—ﬂf_fﬂa ...cu_gi
ALl S r}';,,rc;_g]mr;rﬂr._,gl,

(r)
e
[]

-:L,:.'d"_.;,):..é’ Aoyl ST
A bank draft is a cheque drawn by one bank upon
another bank or its own branch sitvated at a
diffcrent place, requiring it to pay a certain sum of
money to a specified person or to his order to the
bearer. A bank draft may be inland or foreign.
Usually persons who have to make payment to
distant creditors go to their bank to obtain a bank
draft. They have to deposit with the bankers the
amount to be remitted a small commissions, Draft
is then issued which is sent to the creditor
concerned who gets it encashed.
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(r) Glossary, Banking and finarce, English-English-Urdu, Shakil Farugi
Student Edition, State Bank of Pakistan, Institute of Bankers.
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(Pay Order)./ 5;7%_.

It is a cheque like instruments issued by bank on
the request of its customers or in payment of its
own expenses or dues, drawn on itself, to pay a
specified sum of money to the order of specified
person. Payment orders are usually issued by the
banks on receipt of full amounts involved, which
means that it would not be returned unpaid duc to
lazk of funds, it is also called Bankers Cheques or
Cashiers Cheques.
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(Bond).4}
Bond is an interest bearing government or

corporate security, obligating the bond issuer
under an agreement called bond indenture o pay

{1} Intrudaction to Economic Principles. Dr. A N Agarwal  p352

{Fy  Glossary; Banking and finance, English-English-Urdu, Shakil Farugi
Student Edition, State Bank of Pakistan, Institute of Bankers Pakistan, Lahote
Schonl of Economics.



= Al F3A RIS A
the bond holder a principal amount on the date of
maturity and periodic payment of interest over the
life of the bond, bonds are long term debt
instrument and are a preferred mode of raising
long term funds without selling shares, bon
enables the bond issuer to converi non liquid or
less liquid assets into marketable instruments, the
market value, or the price of the bond in the
market differs from the face value or hepar value
of the bond at the maturity by a discount factor
based primarily on the current interest rate and the
bond rating generally, if interest rate rises bond
price fall and vice versa.
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(1 Glossary: Banking and finance, English-English-Urdu, Shakit Farugi Student

Edition, State Bank of Pakigtan, Institute of Bankers Pakistan. Luhore School of
Economics.
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(Bonds Convertible into Shares) 14} #_FF
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A bond that can be converted into a common
stock at a conversion ratio specitied al the time of
bond issue, it has all the factors of a regular hond,
namely the par value, the coupon rate, maturity
period thc interest payment period, but
additionally, the band issuer pays dividend and
offers the option to the investor to convert the
bond intc a number of common stocks as per
conversion ratio of the conversion price of the
stock, as a result the market price of the bond is
affected both by the interest rate movements as
cell stock market movements, the cost of
conversion option is usually pauged by the
premium paid for the bond in the secondary
market trading, convertible bonds proved a
potential gain to the investor if the bond price goes
up, while at the samc time offer an attractive bond
yield, specially for corporate bond whose price ig
likely to materially increase over the maturity
period, the market value of the option attached to
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convertible bond is zero or insignificant at the time
bond stars selling ipitially in the secondary market,
but the value of the option increases as the bond
price ¢libs up, it is aiso possible that bond price
bay fall instead of rising with disastrous
consequences for the option holder, therefore
convertible bond can also be risky in addition to
being potentially rewarding.
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Government Securities, which are usvally bonds
that pay a fixed amount of interest each year gave
unlike most commercial securities a guaranteed

_saftey factor concerning then uitimate repayment.
These securittes are raded in the Market, and their
prices fluctuate in value, depending on trerds and

condition of the economy, @ y
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Warrants arc securities issued with preferred

stacks or bound or certificates, that give the holder
the right to buy a proporticnate amount of
common stock at specified price, usually higher
than market price at the time of issue of warrants,
for a specific period of time, or perpetuity. In this
scnse, warrants are options to the holder of
corporate stocks or bonds.
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Option is a contract giving the asset holder the
right but hot the obligation to sell or buy an asset
at an agreed pricc called strikc price or cxercise
price over a short period in future which is of
critical importance in the contract, if the contract
stipulates  fixed date for transaction in fiture, it is
a European Style option, if the transaction can be
done a number of times in future over the contract
period it is Bermuda Style option, if the time of
tramsaction is chosen by the holder up to maturity
date of the contract if is an American Stylc option.

(1} Giossary. Banking and Finance, English-English-Urdu, Shakil Faruqi
Swudent Edition, State Bank of Pakistan, Institute of Bankers Pakistan. Lahore
School of Economics.



In securities market, this contract could be a call
option.
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by 0¥ b S by W 2L L

“An Introdeution to 545, A1 i oL de FA G-

S bt L i Lo K1 Telamic Finance”

£y v AN hé.igl._@}{»&i_&.{_‘bk{,uﬁﬂiﬂﬁU'iuﬂfd.il;
— R b 16

Here comes he question whether or not
Bai-al-Dain is allowed in Shariah. Dain means debt
and Bai means sale. Bai-al-Dain, thercfore
conmotes the sale of debt. 1f a person has 3 debt
receivable from a person and he wants to sell it at
a discount, as normally happens in the hills of
exchange, it is termed in Shariah as Bai-al-Dain.
The traditional Muslinz jurists {fugaha) are
unanimous on the point that Bai-al-Dain with
discount is not ailowed in Sharizth. The
overwhelming majority of the contemporary
Muslims scholars of Malaysia have allowed this
kind of sale. They normally refer 10 the raling of
shafiit school wherein it is hetd that the sale of
debt is allowed, but they did not pay atication to
the fact that the shafiite jurists have allowed it only
in a casc where a debt is sold at its par value.

In fact, the prhibition of Bai-al-Dain is a logical
consequence ol the prohibinon of riba, or interes.
A debt receivable in monetary rerms correspends
10 money. and every ransaction where money is
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exchanged for the same denomination of moncy,
the price must be at par viaue. Any incrcase or
decrease from onc side is tantamount to riba and
can never be ailowed in shariah.
Some scheiars argue hat the permissibility of
Bai-al-Dain is restricted to a case where the debt is
created through the salc of a commodity and its
sale may be taken as the sale of a com modity, The
argument, however, is devoid of force, for. once
the commodity is sold, its ownership is passed on
to the purchaser and it is no longer other than
money. Therefore if he sells the deb, it is no more
than the sale of money and it cannot be termed by
any stretch of imagination as the sale of the
commodity.
That is why this view has not been accepted by
the overwhelming majority of the contemporary
scholars. The [slamic Figh Academy of Jeddah,
which is the largest represenlative body of the
Sharia scholars and has the representaion of the
Muslim countries, including Malaysia, has
approved the prohibtion of Bai-al-Dain
unanimously without a single dissent ()

!

R

{1 An introduction to Lslamic Fainanc, 216,
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