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FOREWORD

It is a somewhat commonly agreed 
that the Islamic Finance Industry 
is rising in overall global financial 
market activities, as per the Islamic 
Finance Reports confirms.

Under the directives of His Highness 
Sheikh Hamdan bin Mohammed 
bin Rashid Al Maktoum, Crown 
Prince of Dubai, Chairman of the 
Executive Council and General 
Supervisor of the «Dubai Capital of 
the Islamic Economy» initiative, the 
Dubai Center for the Development 
of Islamic Economy launched its 
strategy that focuses on long-
term growth, as work is currently 
underway on a project to develop 
a unified global framework for 
Islamic Finance. 

And the UAE Ministry of Finance 
and several other advisors last 
year, set up a global legal standard 
for Islamic finance, aiming to 
smoothly benefit from the Islamic 
finance market, enhance it in 
several ways, increase its flexibility 
in more volatile environments and 
open new horizons for growth, 
especially in the field of digital and 
financial technology.

In the near future, the Islamic 
finance industry is witnessing 
progress in reaching a unified global 
legal and regulatory framework for 
Islamic finance and standardizing 
the specifications and consistency 
that the Islamic finance sector has 
been facing for decades.

From this perspective, this initiative 
may make the sector more attractive 
to new clients, as it reduces regional 
differences in product offerings 

and practices, and provides legal 
protection for all concerned parties.

Aafaq Islamic Finance is proud of 
its Emirati identity and being part of 
this sector. These activities include 
providing promising product offers 
to investors and customers and 
ensuring their service and happiness.

I also like to shed light on 
the strategic and continuous 
relationship between Aafaq Islamic 
Finance and the Department 
of Economic Development in 
Dubai, which produce initiatives, 
programs and services that serve 
the employees and community 
member and contribute to their 
happiness.

Making the difference at 
«Aafaq» remains a core 
feature with respect 
to customer service, 
happiness and trust.

The Department of Happiness 
Management within “Aafaq” is 
playing a crucial role in that regard.

In this issue of «Afaq magazine», 
we are glad to share the dialogue 
with His Excellency Abdullah 
Ahmad Saif Al Hamrani

Director General of the Department 
of Economic Development in 
Ajman on the economy, investment 
environment and business in the 
Emirate of Ajman.

I hope you will enjoy reading this 
issue of our magazine.

With Warmest regards

Mr. Rashid Al Qubaisi  
Chief Executive Officer
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AAFAQ PLATINUM CREDIT 
CARD IS UNIQUELY DESIGNED 
TO REWARD YOU FOR EVERY 
USE

Apply today and start enjoying the following 
benefits:

1. Air travel and hotel booking discounts of up to 
30%.

2. Complimentary Valet Parking services for 
eligible clients.

3. Complimentary rides & discounted fares on 
subsequent taxi bookings with Careem.

4. Buy 1 get 1 offers on dining, shopping, 
entertainment, etc.

5. Online shopping benefits on Reebonz & MyUS 
premium.

6. Payment holiday on your card.*

7. Complimentary Internet Card.*

Note: Limit on your Internet card is 10% of total 
primary card limit or AED 5,000 (whichever is 
lower)

Your aafaq Platinum credit card is your one-stop 
shop for all your spending needs. Your card will 
enable you to spend hassle-free with secure 
features and with contactless tap-and-pay 
technology.

With your brand new Platinum credit card you 
will indulge in multiple benefits, offers, security 
and unmatched services. This Platinum credit 
card is built considering your basic needs, 
requirements and privileges which you always 
deserve. This card is packed with unique 
features and additional benefits like rewards, 
savings, multi-insurance, discounts, bonuses, 
concierge services, travel services and many 
more.

AAFAQ ISLAMIC FINANCE 
FORGES TRANSFORMATIONAL 
PARTNERSHIP WITH THE 
SOCIAL LOAN COMPANY TO 
DRIVE FINANCIAL INCLUSION

Aafaq Islamic Finance, a leading provider of 
Islamic finance products and services in the 
UAE, has forged a transformational partnership 
with Singapore-based The Social Loan Company 
(TSLC) to set up a trend-setting non-bank, mobile-
first loan platform to deliver financial access to 
the underserved young digital natives in the Mena 
region. Headquarter Based in the UAE.

Following its success with CASHe in India, TSLC 
has set up its regional headquarters in the UAE 
to bring in its cutting-edge AI-driven full-stack 
Neo Banking Platform for the underserved digital 
natives across chosen markets in the region.

TSLC had recently set up Digital Collective 
Technologies, its wholly-owned subsidiary in Abu 
Dhabi Global Market (ADGM) for its centralized 
world-class tech and product leadership teams 
to operate from its regional headquarters at One 
Central, Dubai, UAE.
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Unveiling its future plans, the duo said it will 
soon launch the industry-leading platform 
across chosen markets in the region to deliver 
appropriate, affordable, accessible and 
differentiated financial solutions to drive the 
inclusion of credit-thin, new-to-credit and credit-
invisible everyday consumers. 

An AI/ML-powered cutting-edge big data-driven 
credit enablement platform company, TSLC is now 
on an ambitious global expansion drive, looking at 
key markets in West, South and Southeast Asia, 
as well as Latin America and Sub Saharan Africa. 

Aafaq Islamic Finance CEO Rashed Mahboob 
Al Qubaisi said: «This partnership allows Aafaq 
to connect more deeply with its customers by 
providing differentiated sharia-compliant financial 
transactions in an environment that is end-to-end 
digital, safe and secure.»

«What distinguishes this new partnership between 
Aafaq and TSLC is the new possibility of extending 
our client base to include the young and underserved 
digital natives in this region,» stated Al Qubaisi. 

«TSLC is looking to usher in a new era of Artificial 
Intelligence-based financial services in the 
region. There is no doubt that our current and 
future customers will reap rich rewards from the 
formidable combination of our legacy infrastructure 
with their proven expertise and track record of 
success in financial technology,» he added.

Deepak Saluja, the co-founder and group CEO 
& Board Member of TSLC said: «We are laser-
focused on bringing in strong in-house R&D and 
building a unique technology-based, big data-
driven, mobile-only digital-first alternative global 
financial services organisation.»

«To launch in the Middle East, we needed a super-
progressive institution with an impeccable track 
record, connected with us on a common mission 
to bring the underserved, everyday consumers 
into mainstream banking,» observed Saluja. 

«Our partnership with Aafaq is a testimony to 
our global advocation of a JV-driven win-win 
model of co-operation between incumbents and 
challengers,» he stated. 

«Our hyper-inclusive proprietary platform, 
nuanced for this region, is designed to serve 
the moderate income, near-prime consumers. 
This transformational partnership is expected to 
bring about a paradigm shift in the fundamentals 
of credit assessment and delivery, anchored on 
the joint objective of building a more inclusive 
financial system,» he added.

Saluja pointed out that together with Aafaq, TSLC 
will redefine the financial landscape, transform 
the world of online lending in the Middle East and 
fundamentally change the way everyday people 
approach their relationship with money and 
banking in this region. 
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«Our ground-breaking ML-powered alternate 
data-driven credit-scoring engine will enable faster 
and better credit decisions, lower the barriers of 
borrowing and deliver access to honest, affordable 
and transparent credit,» he added.

AAFAQ ISLAMIC FINANCE 
FAST-TRACKS CUSTOMER 
CREDIT DECISIONS 
VIA INNOVATIVE NEW 
PARTNERSHIP WITH 4PI

Digital transformation: Moving from manual to 
automated credit response will allow the Islamic 
lender to process credit decisions in less than an 
hour.

Aafaq Islamic Finance announced a new 
partnership with leading credit risk consultancy 
in the Middle East, 4pi, (part of the 4most Group), 
as part of a digital transformation strategy that 
will allow the company to seamlessly automate 
credit enquiries and expedite credit decisioning 
for its customers. By significantly reducing 
the time it takes to manually process a credit 
request, the lender will be able to streamline the 

process and reach much faster credit decisions, 
often in less than an hour, as opposed to days.

The electronic gateway facilitates the increasing 
demand for on-the-spot credit decisioning, giving 
the customer the opportunity and flexibility to 
request credit via their device without the need to 
source their financial information and physically 
take it to the lender. Aafaq Islamic Finance receives 
the request for credit instantaneously and via the 
gateway, is immediately able to retrieve the relevant 
credit report and credit score data. In a matter of 
seconds, the same information is submitted to the 
credit risk analytics team at 4pi, for review followed 
by feedback to the lender regarding approval.

Rashid Al Qubaisi, [CEO] from Aafaq Islamic 
Finance added, “Previously, it would have taken 
more time to manually reach a lending decision; 
this is two days too long.  We live in a modern, 
digitally driven world where speed is of the 
essence for our customers. Being able to make 
robust credit decisions in a fraction of the time 
is invaluable. It also supports our strategy and 
commitment to delivering unique and innovative 
products to the market while providing a first-class 
customer experience. With its proven knowledge 
and broad capabilities in the credit risk analytics 
space, we are delighted to be partnering with 
4pi.”
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DUBAI, THE CAPITAL 
OF ISLAMIC FINANCE
The unique position of Dubai as a global financial centre makes it play a 
central role in the development of the Islamic financial services sector. 
Primarily initiated by an ambitious government strategy, the sharia-
compliant financial industry has emerged as a globally significant 
player. The UAE alone is home to around 15% of the world’s Islamic 
finance market assets. This establishes the country as one of the most 
dynamic Islamic finance arenas in the world.
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Global Islamic finance assets are expected to 
reach $3.69 trillion1 by 2024, states the 2020 
Islamic Finance Development Report; Islamic 
finance is now becoming a force to be reckoned, 
particularly in the Islamic financial hubs of 
Dubai, Malaysia, and London. According to the 
latest figures, Islamic finance assets of GCC 
countries reached $1.2 trillion in 2019, followed 
by the Middle East and North Africa countries at 
$755bn, and Southeast Asia at $685bn. The top 
five countries driving Islamic finance are UAE, 
Malaysia, Indonesia, Bahrain, and Saudi Arabia.

LEADERSHIP VISION 

As many Dubai’s successes, the strong position 
held by the Emirate in the sector of Islamic Finance 
services is due to the forward-looking vision of its 
leaders. The government has intensified efforts to 
develop the segment in recent years. His Highness 
Sheikh Hamdan bin Mohammed bin Rashid Al 
Maktoum, Crown Prince of Dubai, United Arab 
Emirates (UAE) and General Supervisor of the 
‘Dubai: Capital of Islamic Economy Initiative’ 
(DCIEI), attributed Dubai’s success in the global 
Islamic finance sector thus far to the progressive 
vision of His Highness Sheikh Mohammed bin 
Rashid Al Maktoum, Vice President and Prime 
Minister of the UAE and Ruler of Dubai.

 Sheikh Hamdan stated that this vision laid down 
the foundation and structure for Dubai’s Islamic 
economy sector to become an essential pillar of 
the United Arab Emirates’ economy.

The Dubai Islamic Economy Development Centre 
(DIEDC) was launched in 2013 and tasked with 
establishing Dubai as the epicentre of the Islamic 
economy. The DIEDC’s Dubai: Capital of Islamic 
Economy initiative is a broad-based effort to 
boost sharia-compliant activity in the fields of 
finance, halal food, tourism, digital economy, and 
fashion. The project has spawned a number of 
platforms that directly impact the development 
of Islamic Finance System both domestically and 
globally. 

These include the Global Islamic Portal, which 
was created as a digital reference for the Islamic 
economy; the publishing of the annual «State 

of the Global Islamic Economy Report»; and 
the establishment of a global Sukuk centre by 
Nasdaq Dubai, the Dubai Centre for Excellence 
in Islamic Finance, and the Dubai Technology 
Entrepreneurship Centre.

The global Islamic finance industry keeps growing, 
with over 600 Islamic financial institutions 
operating in 75 countries. The potential for the 
Middle East is immense, as well as for Africa 
and South Asia (MEASA), due to their large 
Muslim populations. In that perspective, Dubai 
is strategically located and has the supportive 
infrastructure to be the natural home for Islamic 
finance.

A NATURAL HOME FOR 
ISLAMIC FINANCE AND 
THE ISLAMIC ECONOMY
The Emirate is the world’s largest centre for 
Sukuk listings at US$51.21 billion, and Nasdaq 
Dubai, located in DIFC, contributed US$49.06 
billion in Sukuk listings. Dubai Islamic Bank 
has made the GCC proud, listing a US$1billion 
Sukuk and becoming the first benchmark dollar-
denominated Sukuk from a GCC issuer. The 
platform has succeeded in attracting issuers from 
across the globe. The establishment of Dubai as 
a centre of Sukuk trading has been part of the 
Emirate’s development strategy since the Dubai 
Islamic Economic Development Center launch in 
2013.

In 2016, the Islamic economy sectors contributed 
almost $9 billion to Dubai’s economy – 8.3% 
of the total GDP. Two years later, the Islamic 
economy contributed 9.9 percent to Dubai’s GDP 
in 2018. Of the total amount, AED10.7 billion 
(26 percent) came from the financial sector, 
AED7 billion (17 percent) from the hospitality 
and F&B sectors, AED17.9 billion (43 percent) 
from the retail and wholesale sectors, while the 
manufacturing sector contributed AED6.2 billion 
(14 percent). According to the Dubai Statistics 
Center, a strategic partner of DIEDC, the Islamic 
economy contributed AED41.84 billion to Dubai’s 
GDP in 2018, marking a 2.2 percent increase from 
AED40.95 billion in 2017.
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Islamic banking penetration in the GCC increases 
significantly from 31 percent in 2008 to 45 percent 
in 2017, with non-resident deposits in UAE Islamic 
banks increasing by US$1.14 billion in 2018, 
bringing the total savings in shariah-compliant 
banks to US$4.64 billion.

The Emirate is also home to the Dubai International 
Financial Centre, which became the leading 
financial hub in the Middle East, Africa, and South 
Asia (MEASA) region, comprising 72 countries 
with an approximate population of 3 billion and a 
nominal GDP of US$ 7.7 trillion. With a 15-year track 
record of facilitating trade and investment flows 
across the MEASA region, the Centre connects 
fast-growing markets with the economies of Asia, 
Europe, and the Americas through Dubai.

Today, the region’s most considerable financial 
ecosystem of more than 25,600 professionals 
working across over 2,500 active registered 
companies makes up the largest and most 
diverse pool of industry talent in the region. 
The Centre’s vision is clearly to drive the future 
of finance. It already offers one of the region’s 
most comprehensive FinTech and venture capital 
environments, including cost-effective licensing 
solutions, fit-for-purpose regulation, innovative 
accelerator programmes, and funding for growth-
stage start-ups.

UAE’s comprehensive accumulated knowledge 
and experience in the industry had supported 
the development of a solid fintech infrastructure, 
positioning the UAE as a global leader.

EXPANDING POST-COVID 
OPPORTUNITIES
In 2017, DIEDC launched its refreshed Islamic 
economy strategy (2017-2021), focusing on 
three sectors: Islamic finance first of all, for 
Dubai to become a global leader in Islamic 
capital markets and a reference for standards, 
philanthropy, and knowledge; Halal industry, 
to become a global trade and logistics hub for 
halal products; and Islamic Lifestyle to support 
the Emirate as a home for creative talents from 
around the world and enhance Dubai cultural 
identity.

Regarding Islamic Finance specifically, the 
objectives are to Increase the contribution 
of Islamic finance products to Dubai/UAE’s 
GDP and contribute to the resilience and 
diversification of the national economy, as well 
as developing the robust and transparent capital 
markets in Dubai/UAE as a prime destination 
for investors and capital seekers. And finally, to 
establish a global framework for Islamic finance 
and become globally recognized in the areas 
of Islamic finance educational programs and 
philanthropy projects.

The most recent data from the Dubai Statistics 
Centre, released in July 2019, are encouraging. 

Al Saqr Tower, Headquarters 
of Aafaq Islamic Finance, DUBAI, UAE
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It showed that the size of the Islamic economy 
in relation to the emirate’s GDP had expanded 
to account for approximately 10% of the total. 
However, the true figure is likely to be higher, as 
conventional banks operating Islamic windows do 
not separate Islamic and traditional assets in their 
reporting. 

Sheikh Hamdan bin Mohammed bin Rashid Al 
Maktoum, Crown Prince of Dubai, United Arab 
Emirates (UAE) and General Supervisor of the 
‘Dubai: Capital of Islamic Economy Initiative’ 
(DCIEI), stressed the need to strengthen channels of 
cooperation between global partners and harness 
the full potential of the DCIEI, to attract investments 
and capital into the Islamic economy sector. This 
is expected to enhance not only Dubai’s but also 
the UAE’s role as a key player in expanding post-
COVID regional and global growth opportunities.

The pandemic had compelled many countries, 
including the UAE, to focus on food security. This 
issue had enabled the Halal food and beverages 
industry to play a crucial role in Dubai, making the 
UAE a self-sufficient nation. 

This, in turn, helped strengthen the United Arab 
Emirates’ Islamic finance regulatory framework and 
drive robust Islamic finance activity. In addition to 
contributing to the growth of the Islamic economy, 
these efforts supported the Islamic finance 
industry’s contribution to Dubai’s gross domestic 
product and sustainable development in the UAE.
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CUSTOMER 
SATISFACTION, 
A CORNERSTONE 
IN THE BANKING 
INDUSTRY 
Customer satisfaction is a term frequently used in marketing. It is a 
measure of how products and services supplied by a company meet or 
surpass customer expectations. It may be the core competitive advantage 
in financial services. Providing an outstanding customer experience 
became the best way to highpoint the bank we are dealing with. 

 AAFAQ ISLAMIC FINANCE MAG10 

The change in our era in the banking 
sector has changed because banking 
services are no more based on the 
traditional business structure. Due 
to continued growth of technology, 
influence marketing, increasing customer 
base, and the evolution of alternate 
banking channels have changed banking 
services’ approach, and so the customer 
satisfaction.

In this day and age, customer satisfaction 
is the area where all organizations are 
focusing on in a competitive world. Banking 
is a customer-oriented service industry, 
and customer satisfaction has become 
the essential aspect of any banking 
business due to immense competition. 
Banks are more determined to retain their 
existing customers by providing quality 
services leading to customer satisfaction 
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and loyalty. The concepts and determinants of 
customer satisfaction have changed significantly 
as the transition has taken place from traditional to 
modern banking.

A CUSTOMER-ORIENTED 
INDUSTRY
Banks offer the same standard facilities found 
anywhere in the world including, debit cards, 
credit cards, money transfers, personal loans, car 
finances, and numerous more. Selected banks also 
offer specialized services such as VIP, ladies’, and 
student’ accounts. In addition to these services, 
e-banking platforms such as telephone and online 
banking are also offered. Notably, the expansion 
in the private banking business and customized 
services has created challenging competition in 
this sector. Businesses compete for customers, 
and customer satisfaction is becoming a key 
performance indicator and an essential element of 
business strategy. 

Customer expectations are the key drivers 
behind customer satisfaction; hence it became 
an indicator of customer purchase intentions 
and brand loyalty. The quality of service leads 
to customer satisfaction and builds customer 
loyalty, which helps growth and profitability.

A positive relationship exists among customer 
satisfaction, customer relationship, trustworthiness, 
and customer loyalty. Long term success and 
reputation of an organization depend on customer 
loyalty. Customer satisfaction became the largest 
competitive advantage in the world of business.

CUSTOMER 
SATISFACTION IS THE 
LARGEST COMPETITIVE 
ADVANTAGE
The banking industry is a commoditized space. 
With everyone offering nearly the same products 
and services without much room to compete on 

price, the experience customers have with their 
banks is what gives one bank a competitive 
advantage over another. A bank can differentiate 
itself from competitors by providing high-quality 
customer service. 

Furthermore, a significant competitive advantage 
through customer satisfaction linked to profits 
is in the area of corporate crises. Satisfied 
customers want the company to survive any crisis 
it experiences, and they try to assist the company 
in ensuring it continues operating.

Worth mentioning, with new technologies and the 
Apps era, interpersonal communication became 
an important subject. Though this isn’t as large 
a problem as in the recent past, banks that push 
customers out of branches and lean on digital 
space to reduce costs are missing the interpersonal 
communication and relationship building that 
is so important to banking customers. Quality 
digital solutions are convenient for customers; 
however, some customers feel that a personal 
touch remains a vital tool for their business. 

The result of excellent customer satisfaction is 
better financial outcomes. Being involved with 
customer satisfaction in the banking industry 
shows an immediate impact on a bank’s financial 
success. It is a scenario of a successful chain. 
The current customers are far more likely to use 
more services if they’ve had an overall positive 
experience. Clients with just a checking account 
could add a savings account and use the same 
bank for mortgage services. Second, satisfied 
customers are far more likely to recommend the 
bank to others. 

Measuring the customer experience and 
identifying ways to improve in this area is 
essential. In the digital era, comprehensive 
customer satisfaction measurement programs are 
designed to make the strengths and weaknesses 
highlighted, which in turn, makes taking action 
easy. Knowing how vital customer satisfaction is 
in banking, Improving the customer experience 
is the best way to differentiate financial entities 
from the competition and improve financial 
performance. In a word, the «quality of service» is 
the secret to customer satisfaction.
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CONSUMER 
PROTECTION IN THE 
UAE, LAWS WITH 
INTERNATIONAL 
STANDARDS THAT 
SPREAD HAPPINESS 
IN A TOLERANT 
SOCIETY
• Laws and legislation that keep 

pace with the requirements of 
excellence and spread happiness 
in society

• Protecting consumers’ interests 
when using any product or 
financial service 

• Upgrading the UAE’s position as 
an investment environment with 
international specifications

REPORTING BY FADIA 
AMMAR
Happiness in the UAE, a working approach and 
a reality that is touched by all those who live on 
its good wealth. The UAE government believes 
in the importance of promoting consumer 
positivity and protecting their rights, in order 
to achieve this, requires the public and private 
sectors to play their role to the fullest within 
community responsibility, work innovatively and 
continuously, to achieve the highest degree of 
happiness and sustainability, and to contribute 
as a single body to achieve the aspirations of 
good leadership, to be the UAE in the first place 
in various fields, especially since happiness has 
become one of the features of the daily life of 
members of society and the path of creativity 
and sophistication. 

The UAE has been characterized by the issuance 
of many laws and legislation that keep pace 
with the requirements of excellence and spread 
happiness in society, the most important of which 
is the issuance of laws protecting the rights of 
consumers, ensuring their rights and reducing 
abusive business practices that may be followed 
by any local and international business and 
investment institutions, which negatively affect 
consumers, is a very important issue that the law 
has taken care of in the UAE.

CONSUMER 
PROTECTION ACT
Protecting consumers and ensuring their rights 
is a very important issue of concern to the 
Consumer Protection Act, as consumers must 

IN DEPTH



be made aware of these rights guaranteed by 
law so that consumers in the UAE realize that 
these rights have been legally guaranteed.

The founder of the State, Sheikh Zayed bin Sultan 
,May God rest his soul, issued the Federal Law of 
1985 on Banks, Financial Institutions and Islamic 
Investment Companies, which includes the 
organization of the founding contracts of Islamic 
investment companies, financial companies and 
institutions committed to the application of basic 
Islamic law, and is subject to the central bank’s 
license, control and inspection in accordance with 
federal law No. (10) of 1980,and was updated by 
federal decree No. (14) later in 2018 on the Central 
Bank and the Regulation of Financial Facilities.

In accordance with the law, a legislative high body 
comprising legitimate, legal and banking elements 
has been formed to take over the supreme 
control of Banks, financial institutions and Islamic 
investment companies to verify the legality of their 
transactions in accordance with Islamic law.

CONSUMER PROTECTION 
IN CORONA TIME
In light of the current circumstances in the 
world as a result of the spread of the Covid-19 
pandemic, the need to develop consumer 
protection policies in various countries has 
emerged, to ensure consumer rights and provide 
greater protection in crisis and emergency   
situations.

The consumer protection system serves as the 
basis for the new financial consumer protection 
regulatory framework aimed at ensuring 
fair treatment, transparency and consumer 
protection, which takes into account, among 
other things, the obligation of licensed financial 
institutions to adopt the principles of responsible 
financing to determine the appropriate level of 
consumer lending.

The system, based on detailed principles, sets 
out a number of key objectives to ensure that 
consumers’ interests are protected when they 
use any product or financial service or in their 
relationships with licensed financial institutions.

The system also provides a wide range of code 
of conducts expected from licensed financial 
institutions.

Regulatory principles have been supported by 
detailed standards that ensure the consistent 
application of these principles by licensed 
financial institutions, good practice credibility 
and good service for consumers.

COMPREHENSIVE 
REGULATORY 
FRAMEWORK
The central bank’s statement stated that the 
growth and expansion of the financial sectorin 
terms of the multiplicity of products, services and 
technology development contributes to further 
complicating the process of making the right 
decision by consumers, therefore, the bank issued 
the first comprehensive regulatory framework that 
defines the relationship between providers and 
financial products and consumers, in order to 
ensure the protection of the financial consumer 
and the continuity of confidence in the sector.

 These measures are designed to improve the 
quality of information provided by financial 
institutions about products and services and 
to provide a more effective and efficient means 
of resolving disputes, including requiring each 
licensed financial institution to establish an 
independent and fair mechanism for resolving 
and addressing complaints that would receive 
and address consumer complaints.

TRANSPARENCY IN 
PRODUCT OFFERING
The new system is in the interest of customers and 
consumers, especially since it focuses on the need 
for banks to apply all the provisions of the system 
in terms of transparency, disclosure, institutional 
control, data protection and privacy,as well as the 
obligation to be the introduction of products to 
customers clear and detailed in a simple language 
understood bycustomers. 
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ELECTRONIC SERVICES

The new system comes in view of the current 
circumstances in the world and with the 
multiplicity of products and services and the 
development of technology, and the broad 
orientation of electronic services and its banking, 
financial and commercial activities, which 
necessitated the development of consumer 
protection policies in various countries of the 
world, primarily the UAE. The system also aims 
to educate the consumer, to ensure that the 
appropriate and safe environment is provided 
to the consumer when receiving banking 
and financial services, to obtain the correct 
information about these products or services 
that they receive transparently and fairly, and 
to oblige licensed financial institutions to 
institutional control, manage complaints and 
protect consumer financial data and privacy, 
within a comprehensive regulatory framework 
that defines the relationship between providers 
and financial and banking products and their 
consumers.

CONSUMER PROTECTION

It is worth mentioning that the issuance of this 
system at this time is primarily aimed at protecting 
consumers through a new regulatory framework 
commensurate with the circumstances and 
developments taking place in the world after the 
Covid-19 pandemic. Through this new system, 
the Central Bank will be able to protect the 
interests of consumers when using any financial 
product or service, as well as by dealing with 
the financial institutions themselves, as well as 
protecting consumer information and data, as 
the principles of the system include various areas 
such as disclosure, transparency, institutional 
control, market and business behaviors and the 
protection of consumer data and privacy.

COMPETITIVENESS OF 
THE FINANCIAL SECTOR
The new system keeps pace with developments 
in the UAE’s financial and banking systems, 
thereby enhancing its position and increasing 
investor confidence in its bankingsector. The 
Central Bank is keen to promote transparency in 
the sector through a new system that protects 
consumers and preserves their rights, especially 
in light of  the developments taking place in the 
world after the pandemic and the increasing 
cases of fraud in the banking sector, where the 
system will have a positive impact on the sector 
and increase confidence in the financial and 
investment transactions and financial products 
offered, thereby enhancingthe competitiveness of 
thesector and its position regionally and globally. 
According to the central bank’s report, there will be 
an independent and fair mechanism for resolving 
complaints under the bank’s control, which will 
contribute to ending any disputes between the 
client and the bank in record time and thereby 
increasing the transparency of the sector.

GLOBAL STANDARDS OF 
QUALITY OF LIFE
The Central Bank looks forward to contributing 
this system to facilitate the dealings of members 
of the community and investors with banks, and 
to promote a culture of responsible financing 
between financial institutions and in order to 
raise the level of competitiveness and integrity 
between these institutions, in addition to 
upgrading the position of the UAE as an investment 
environment with international specifications,in 
accordance with thegovernment’s strategy 
for the next 50 years, which is keen to create 
a unified vision that serves the interests of all 
segments of society, to be the best uae in the 
quality of life in the world.
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“HAPPINESS 
IS PART OF 
OUR DNA”
In line with the UAE government’s vision of the 
happiness index and its keenness to provide 
prosperity, well-being and stability for its 
people, Aafaq Islamic Finance took a position 
as a pioneer in implementing initiatives and 
achieving indicators of customer and employee 
happiness. Customer satisfaction may be the 
core competitive advantage in banking services. 
In this dialogue with Yusra Baqi, Director of 
Happiness and Social Responsibility at Aafaq 
Islamic Finance, we will understand more why 
financial institution should care about customer 
experience and how Customer satisfaction is 
linked to better financial results. 

Since Aafaq Islamic Finance announced 
the establishment of a «Happiness 
Department», it is the first company 
in the private sector to initiate the 
implementation of the Happiness Index 
initiative, thus becoming part of the 
company’s sustainable culture. What is 
the objective of this initiative?

The wise leadership in the UAE has always 
been keen to secure prosperity and stability 
for its people, so the goal of the index is based 
on achieving happiness and satisfaction for 
customers and employees in companies alike. 
By encouraging sound financial planning, and 
the intention to spend and invest money with 
awareness and awareness of the risks involved, 
and reaping the desired results, so that all these 
elements are integrated and are reflected in the 
happiness of our employees and customers 
in particular and on society and the economy 
in general. This move aims to consolidate the 
«Happiness Index» initiative inspired by the 
goals of Sheikh Zayed bin Sultan Al Nahyan, may 
God rest his soul, with his famous saying, «My 
wealth is the happiness of my people.» I would 
like to point out that the UAE tops the Arab 
world in ranking the happiness index, based on 

the World Happiness Report for the year 2020. 
We are proud to say that this initiative become 
an integral part of the DNA of «Aafaq».

How were you able to explain the 
meaning of the «happiness index» to your 
customers and employees?

Happiness is one of the concepts that are related to 
satisfaction and comfort, as the human soul finds 
calm and peace of mind that people resort to from 
the stimuli of the external world full of challenges, 
so the perception and concept of happiness 
differs from one individual to another, but it is a 
general feeling that people feel and share, that 
is, it is available in the hands of everyone. Some 
may see happiness in money and others may see 
happiness in achievement and success. 

The essence of the meaning of happiness 
coincides with the «financial happiness» indicator, 
which is an innovative financial initiative launched 
for the first time in the Arab world, and its goal is to 
strengthen the role of the United Arab Emirates as 
a financial center. The purpose is to scientifically 
highlight the relationship of money with happiness, 
and spreading awareness of the importance of 
intention and moderation in spending money and 
investing it in thoughtful ways, and supporting 
confidence and stability in the local economy and 
the labor market. It is also in line with the concept 
of Sustainable development according to the 
national agenda for the UAE Vision 2021.

The «Financial Happiness» index of companies 
measures four main elements: the availability of 
investment programs for employees, specialized 
financial training programs, availability of financial 
advice, in addition to the size of participation 
in social responsibility programs that increase 
collective financial awareness.

What are the pillars that helped you 
achieve your goals? And how successful 
this program is to date?

We are proud of the «Aafaq» dynamic, first of all, 
maintaining the service of our customers and the 
safety of our employees within the repercussions 
of the «Covid-19» pandemic on the world, by our 
constant commitment to laws and safety standards. 
More specifically, we built workshops and sessions 
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based on discussions and exchanging ideas. 
Several specialized programs were organized for 
employees in the company to train them on the 
criteria associated with the index, we have adopted 
elements for measuring individuals and companies, 
monitoring the index data on a quarterly basis, and 
making use of that data in directing training plans 
on financial happiness in the company.

In addition, we teach employees on the skills of 
analysis, financial planning and future savings 
plans related to the purchase of real estate, 
education of children and retirement.

The index of individuals depends on six main 
measurable elements: the presence of specific 
financial goals, financial management and 
discipline, long-term savings plans, the ability to 
invest and apply the concept of financial freedom, 
the collection of additional income, and the ability 
to optimally deal with financial institutions.

The «Financial Happiness» index of companies 
measures four main elements: the availability of 
investment programs for employees, specialized 
financial training programs, availability of financial 
advice, in addition to the size of participation 
in social responsibility programs that increase 
collective financial awareness.

What are the latest initiatives in this 
regard?

In the end of March of this year, we launched 
the new “Happiness” package initiative, which 
includes a new program and financial services 
that have been allocated to the employees of the 
“Dubai Department of Economic Development”, 
providing them with prices and packages for 

retail products from “Aafaq”, in accordance with 
the provisions of Islamic Sharia.

This was done in line with the readiness of the 
world in general, and the UAE in particular, to 
celebrate the occasion of the «International Day 
of Happiness» set by the United Nations.

This initiative is one of the initiatives that embodies 
the company’s keenness to make employees, 
dealers, strategic partners, and community groups 
happy, confirming our commitment to social 
responsibility, and keeping pace with the wise vision 
of the UAE government in securing everything that 
would provide security, safety, stability, comfort and 
happiness for every citizen and resident in the UAE. 

Yusra Abdel Ghaffar Baqi – Biography

Expert in the business sector and banking, and 
visionary based on tangible human dimensions. 
Emirati economic and banking expert, Yusra 
Abdel Ghaffar Baqi is Director of the Department 
of Happiness and Social Responsibility at «Afaq 
Islamic Finance». Graduate from the Ministry 
of Happiness Program for CEOs of Happiness 
for the first batch of the private sector. Advisor 
to a number of government institutions to set 
strategic directions for happiness in educational 
institutions and government sectors in Dubai 
and Sharjah. A lecture for a number of strategic 
and operational programs and human resources 
conferences that promote the concept of 
happiness at the institutional level and transfer 
the best local and international practices in the 
field of corporate happiness.

Yusra has held many leading positions in the 
banking sector, including Head of Islamic 
Finance for Individuals at Al-Mashreq, Head 
of Women’s Wealth Management at Abu Dhabi 
Islamic Bank, and Head of Branches and 
Islamic Banking at United Arab Bank.

Yusra received various certificates of appreciation 
in the humanitarian field locally and internationally 
and became a distinguished model for Emirati 
women thanks to the wise vision of His Highness 
Sheikh Khalifa bin Zayed Al Nahyan, President 
of the State, «may God protect him.» Yusra Baqi 
holds a Master’s degree in Financial Services 
Marketing from the United Kingdom.

The «Aafaq Islamic Finance» won first 
place in the award «the happiest workplace 
in the private sector» for the year 2018 at 
the level of private sector institutions, and 
won in 2019 awards «best program for 
employee engagement» and «best public 
health program in place Work »for three 
years in a row.
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Ajman, June 2021: His Excellency Abdullah Ahmed Saif Al Hamrani, Director 
General of the Department of Economic Development in Ajman, spoke about the 
affirmation and the efforts deployed by the Department to create an economic 
environment, aiming at founding an attractive area for business investment 
in accordance with Ajman Vision 2021, by launching notable initiatives, to a 
progressing economy for the next fifty years.

SUPPORTING 
BUSINESS 
INVESTMENTS IN 
LINE WITH AJMAN 
VISION 2021

His Excellency Abdullah 
Ahmed Saif Al Hamrani 
Director General of the 
Department of Economic 
Development in Ajman
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How do you see the economic situation 
in the United Arab Emirates, in light of 
the challenging situation imposed by the 
«Covid-19» pandemic on global economies?

We are very proud of the United Arab Emirates’ 
response to the pandemic, a leading model 
globally. The rapid containment of the spread and 
stout economic resilience arise from the country’s 
solid infrastructure and robust legislation.

For four consecutive years, the UAE ranked highest 
among Middle East-North Africa (MENA) countries 
in the Global Competitive Index. In 2020, the UAE 
ranked nineth globally, rendering it among the 
most competitive countries in the world. 

While other countries still struggle with the 
ramifications of the pandemic, the UAE’s modern 
infrastructure and innovation-friendly legislation 
put it in a position of strength, preserving its place 
as an attractive destination for foreign investment. 

For instance, the Central Bank of the Emirates 
adopted a federal loaning plan to support 
enterprises at low interest rates, thereby providing 
a liquidity lifeline. Liquidity is usually the foremost 
challenge in times of economic strain

What is the role played by the Department 
of Economic Development in the Emirate of 
Ajman in promoting general economic growth, 
and are there any initiatives to prepare for the 
next fifty years?

The Department of Economic Development in 
Ajman is keen to establish and sustain an economic 
environment, aiming at founding an attractive area 
for supporting business investments in accordance 
with Ajman Vision 2021. The core objectives in 
the culture of our Department are to enhance 
economic growth and promote investment in the 
UAE. 

Many exclusive initiatives were launched aiming to 
a progressing economy for the next fifty years. As 
an example, the «Riyada» program is an important 
step in supporting business establishments and 
enhancing citizens’ contribution to economic 
activities, for example, the number of projects 
affiliated with the «Riyada» program for “home 
licenses” has exceeded 100 projects since its 
inception. 

The program aims to encourage citizens to be 
engaged in commercial and professional fields, and 
to start businesses in the entrepreneurship sector. 

This program grants a commercial activity 
license, to create a business practice from 
home, for citizens residing in the Emirate of 
Ajman, with fees exemption, for a period of 3 
years, from the date of the license issuance. A 
list of the program’s economic activities is also 
available on the department’s website, while 
types of commercial activities which are not 
included in this list, are subject to evaluation 
after submitting the application to obtain the 
license approval.

The «Tazez» program, which was launched by 
the Department of Economic Development in 
Ajman two years ago, aims to empower Emirati 
entrepreneurs, to develop small and medium 
enterprise sector in the local economy. The 
program provides a range of advisory, training 
and marketing services to entrepreneurs, 
government services privileges, and raise the 
economic education level and entrepreneurial 
awareness among young people.

The Department always seeks to launch initiatives 
and sign agreements aimed at supporting 
entrepreneurs and investors, such as the launch of 
the «The Best» initiative, which deals with marketing 
and promotion of enterprises by inviting the public 
to choose the best facility in different sectors.

Furthermore, the initiative «Ajman Al Said», the 
initiative «In Ajman» and the initiative «Made in 
Ajman», and many other initiatives, which are 
created by the Department on an annual basis with 
the aim of supporting investors and entrepreneurs.

Moreover, this year, the Department have signed 
several agreements and memorandums of 
understanding aimed at supporting the local economy 
and entrepreneurs, including a memorandum of 
cooperation with Aafaq Islamic Finance with the 
aim of supporting investors facing challenges, and 
a memorandum of cooperation with both the Abu 
Dhabi Export Office and the Union Export Credit 
Company, to open up prospects of opportunities and 
increase the volume of exports of the Emirate, along 
with having various agreements and memorandums 
of understanding in different spheres.



What are the most important steps deployed 
by the Department of Economic Development 
in Ajman, to support small and medium 
enterprises from the negative effects of the 
“Covid-19” pandemic?

he Department of Economic Development in Ajman 
makes sure to support government initiatives which 
aimed at enhancing the contribution of small and 
medium-sized companies in the local business, 
since they are considered as the major backbone 
of the national economy, also a powerful tool to 
accelerate transformation towards a competitive, 
productive, and sustainable economy based on 
innovation and knowledge. In particular, the UAE 
government has placed the subject of creating 
policies to support small and medium enterprises at 
the top of the agenda, highlighting their vital role in 
the economy, such as the diversification sources of 
incomes, increase job opportunities and enhance 
the sustainable development in the country. These 
policies are considered the engine of the economic 
growth, which rank the UAE among the leading 
countries, in terms of the global economies’ 
competitiveness. 

In order to stimulate the business sector and 
mitigate the impacts of the pandemic on the 
national economy in general, and the small 
and medium enterprises sector in particular, 
our Department provides training programs for 
entrepreneurs who we believe in their ability 
to promote valuable projects with a profitable 
economic return in the sector of Small and 
Medium Enterprises.

Following to the directives of H.H 
Sheikh Ahmed bin Humaid Al 
Nuaimi, the Emirate of Ajman enjoys 
the competitive elements that make 
it an ideal economic destination 
for the business and investment 
community.

Abdullah Saif Al Hamrani
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Through this, we seek to translate the wise 
leadership’s visions, which aim at developing this 
sector, and provide respective service and tools 
to support Emirati entrepreneurs in the small 
and medium enterprise sector. This is reached 
by consolidating cooperation, exchange of 
experience, professional training in various fields. 
The objectives of the Department are to enhance 
the sector stability, prosperity and mechanisms, 
and to overcome the current challenges, and to 
implement our leadership’s vision in empowering 
the youth and their contribution to enrich the local 
economy in various vital and diverse sectors.

What are the most prominent features of 
economic growth in the Emirate of Ajman 
during the last stage?

We are pleased that Ajman Economy has achieved 
a growth in operational performance results for 
the first quarter of 2021 through the economic 
licensing sector, as the results showed a significant 
increase of the first quarter of 2021, compared to 
the results of the same period in 2020.

The growth index in issuing new licenses has 
increased by 66%, in addition to the growth 
rate of 4%, respective to licenses renewals, as 
well as, the increase in the commercial permit 
issuance index by 17%. At the level of small and 
medium enterprises, the «Tazeez» program and 
the «Riyada» program, which were launched to 
support national cadres in the entrepreneurship 
sector, achieved an average increase of 9% in the 
percentage of those belonging to the «Tazeez» 
program, in addition to an increase of 236% in 
the percentage of those involved in the «Tazeez» 
program «Riyada».

Owing to the directives of Sheikh Ahmed bin 
Humaid Al Nuaimi, representative of His Highness 
the Ruler of Ajman for Financial and Administrative 
Affairs and Chairman of the Department of 
Economic Development in Ajman, the department, 
was able to deal with the circumstances 
surrounding the Corona pandemic, within the 
framework of its constant keenness to provide an 
investment environment that supports investors 
and to find the necessary enablers, incentives and 
support for entrepreneurs, which manifest from 
the promising results. The emirate of Ajman is 
fortunate with the competitive elements that make 
it an ideal economic destination for the business 
and investment community.

In your personal opinion, what is the role of 
Islamic finance in strengthening the economy 
and supporting its recovery, within the context 
of the pandemic?

Owing to the wise vision and good leadership of 
the United Arab Emirates and its government, 
we are all proud that the UAE, has been able to 
build a large balance of a distinguished economic 
expertise in the field of Islamic Finance, and 
succeeded in establishing a structure of a strong 
financial technology, which lead the efficient 
development of the global Islamic economy, a 
sector that today constitutes, one of the vital pillars 
of the national economy.

At this point, I would like to emphasize that the 
Islamic economy has the opportunity to lead the 
global economic recovery in the post-Covid-19 
phase, in light of the indicators that show the 
latent capabilities of this vital sector. As the current 
global situation calls for intensifying efforts in order 
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to explore new opportunities and the role of the 
UAE in charting new economic paths that would 
enable the region in particular and the world in 
general to overcome the challenges resulting from 
this unexpected crisis caused by the emerging 
Corona virus.

The current economic challenges facing the 
world due to the pandemic, make a good 
opportunity to introduce the importance of the 
role, that the Islamic economy can play in the 
recovery of the global economy. For the reason 
that Islamic Finance provides exceptional 
tools and solutions, it could play a vital role in 
overcoming the crises, hence these solutions 
achieve higher levels of economic diversification, 
financial inclusion and environmental and social 
sustainability. 

What are the most important elements 
provided by the Department of Economic 
Development in the Emirate of Ajman to 
attract investors and businessmen?

The Department of Economic Development in 
Ajman seeks, within the framework of its constant 
and continuous eagerness to raise economic 
growth rates, to provide a supportive and 
stimulating environment for investors, in order to 
promote investment in Ajman in various economic 
fields and sectors. The department pays most 
attention large, medium and small projects, in 
addition to supporting exporters and providing a 
supportive environment for exporting companies 
to develop their businesses and market their 
products locally and globally.

In this context, the department signed several 
agreements in the first quarter of this year, to 

support exporters, the most important of which, is 
cooperation with the Abu Dhabi Export Office, to 
contribute in the opening of the global markets for 
the Emirate local products, as well as cooperation 
with the Etihad Export Credit Company, by 
providing guarantees and facilities necessary to 
protect exporters. The department also signed 
a cooperation agreement with Aafaq Islamic 
Finance, to facilitate financial support provided to 
establishments, in a way that ensures the success 
of entrepreneurship field in the Emirate, which 
in turn contributes in the growth of the national 
economy.

The Department of Economic Development in 
Ajman played a prominent role in supporting 
exporters, in cooperation with the authorities in 
the Emirate, as Ajman achieved a growth in the 
volume of exports for the first quarter of 2021, 
with an increase of 11% over the percentage 
reached during the first quarter of 2020, and the 
Ajman’s exports realized during the first quarter 
of this year, an approximate value of 1 billion and 
750 million dirhams.

The Department also seeks to permanently 
improve the quality and efficiency of the services 
provided aiming for “customers happiness”.

The department completed 12,679 transactions 
during the first quarter of 2021 compared to 10,781 
transactions for the same period in 2020, with an 
improvement rate of 18%, while the indicator of 
the number of transactions completed through 
smart electronic channels has increased by 
160% compared to 2020, in conjunction with the 
pandemic conditions, which changed the attitudes 
of some dealers towards various channels for 
obtaining services. 
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ISLAMIC MODES OF 
FINANCE
There are three main categories of modes of 
finance: the participatory, the non-participatory 
and the subcontracts.

The participatory

◊ Mudarabah
◊ Musharakah

The non-participatory 

◊ Murabaha
◊ Musawamah
◊ Salam
◊ Istisna
◊ Ijarah
◊ Ijarah wa Iqtina (Ijarah Muntahiyyah 

Bittamleek)

The subcontracts

◊ Wakalah
◊ Kafalah
◊ Rahn

WHAT IS MUDARABAH?

The term refers to a form of business contract 
in which one party brings capital and the other 

personal effort. The proportionate share in profit 
is determined by mutual agreement. But the loss, 
if any, is borne only by the owner of the capital, in 
which case the entrepreneur gets nothing for his 
labour. The financier is known as ‘rabal-maal’ and 
the entrepreneur as ‘mudarib’. 

As a financing technique adopted by Islamic 
banks, it is a contract in which all the capital is 
provided by the Islamic bank while the business is 
managed by the other party. The profit is shared in 
pre-agreed ratios, and loss, if any, unless caused 
by negligence or violation of terms of the contract 
by the ‘mudarib’ is borne by the Islamic bank. The 
bank passes on this loss to the depositors. The 
Shariah has prescribed no particular proportion of 
profit sharing rather it has been left to the mutual 
consent of the parties.

IS ISLAMIC BANKING 
MEANT ONLY FOR 
MUSLIMS?
The teachings of Islam are not confined to Muslims, 
rather these equally address the non-Muslims due 
to their universal nature. Islamic Finance principles 
are fundamentally aligned to most systems of 
ethics adopted by Human Civilization and based 
on ethical values and socially responsible system.

The values like justice, mutual help, fee consent 
and honesty on the part of the parties to a 
contract, avoiding fraud, misrepresentation and 
misstatement of facts and negation of injustice or 

UNDERSTANDING IF

UNDERSTANDING 
ISLAMIC FINANCE 
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exploitation form the basic principles of Islamic 
banking. Therefore, the principles of Islamic 
banking lead the economic system to achieve 
the common good and economic prosperity. On 
this premise, Islamic banking becomes a viable 
option for everyone irrespective of their religion. 
For example, entrepreneurship and profit-seeking 
are not only allowed but encouraged in Islam.

In UAE, Islamic banking continues to maintain 
its appeal not just among the Muslim residents 
but also among the non-Muslims in the UAE, 
according to the Islamic Banking Index 2019. 
Islamic banking is on the rise in the UAE as three 
out of five respondents stated that they have at 
least one Shari’a-compliant product.

The survey found that better rates and pricing, 
and better customer service were among the 
key factors influencing shift to Islamic banking 
among non-Muslim respondents. Also, the survey 
found that that the penetration among non-
Muslims grew from 40 per cent in 2018 to 45 per 
cent this year while penetration in conventional 
banking increased by just one per cent to 72 per 
cent. In non-muslim countries, the trend is similar. 
Al Rayan Bank, Britain’s biggest sharia-compliant 
retail bank by assets, says around one in three of 
its customers is non-Muslim, up from one in eight 
in 2010.

WHAT IS MUSHARAKAH?

With Mudarabah, Musharakah is the other 
participatory mode of finance in Islamic finance. 
Musharakah means a relationship established 
under a contract by the mutual consent of the 
parties for sharing of profits and losses in the joint 
business. Practically, it is an agreement under 
which the Islamic bank provides funds which are 
mingled with the funds of the business enterprise 
and others. All providers of capital are entitled to 
participate in management but not necessarily 
required to do so.

The profit is distributed among the partners in 
pre-agreed ratios, while the loss is borne by each 
partner strictly in proportion to respective capital 
contributions. Here are some the rules with 
regard to profit and loss sharing in Musharakah: 

◊ If both partners agree that each will get 
percentage of profit based on his capital 
percentage, whether both work or not, it is 
allowed.

◊ It is also allowed that if an investor is working, 
his profit share could be higher than his capital 
contribution irrespective of whether the other 
partner is working or not.

◊ It is not allowed to fix a lump sum amount for 
anyone of the partners or any rate of profit 
tied up with his investment. Therefore if ‘A’ & 
‘B’ enter into a partnership and it is agreed 
between them that ‘A’ shall be given AED 
10,000/- per month as his share in the profit 
and the rest will go to ‘B’, the partnership is 
invalid.

All scholars are unanimous on the principle 
of loss sharing in Shariah. The loss is always 
subject to the ratio of investment. For example, 
if Mr. A has invested 40% of the capital and Mr. 
B has invested 60%, they must suffer the loss in 
the same ratio, not more, not less. Any condition 
contrary to this principle shall render the contract 
invalid.

If Islamic finance bodies do not invest in 
interest-based activities, then how do they 
generate profit to pay to their customers?

The Islamic bank uses its funds in various trade, 
investment and service related Shariah compliant 
activities and earns profit thereupon. The profit 
earned from such activities is passed on to the 
depositors according to the agreed terms.

Speculation (maisir) and uncertainty (gharar)

Sharia strictly prohibits any form of speculation 
or gambling, which is called maisir. Thus, Islamic 
financial institutions cannot be involved in 
contracts where the ownership of goods depends 
on an uncertain event in the future.

The rules of Islamic finance ban participation in 
contracts with excessive risk and/or uncertainty. 
The term gharar measures the legitimacy of risk 
or uncertainty in investments. Gharar is observed 
derivative contracts and short-selling, which are 
forbidden in Islamic finance. 
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THE IMPACT OF THE 
CORONA VIRUS ON 
ISLAMIC BANKING

Prof. Dr. Jassim Al-Shamsi
Member of the Supreme Shariah Authority
Chairman of the Shariah Committee of Aafaq

When the Coronavirus hit the world, it impacted 
the Islamic Banking sector in the United Arab 
Emirates. As the global pandemic spread in 
many countries, the UAE developed preventive 
health measures and forming supervisory entities 
to manage natural disasters. Strict measures 
were taken in most countries. These measures 
have affected many fields, such as education, 
social, economic, and not excluding, religion 
and entertainment. Official authorities in the UAE 
were quick to take the necessary measures to 
deal with the pandemic. They took pivotal steps 
to combat and minimize the risk to its residents, 
investors, and consumers.

It is important to stress the effects of the 
pandemic’s impact on Islamic banking. It is 
known, financial institutions, in general, have 
been affected by the pandemic. Islamic financial 
institutions are known to have a broader field 
in investment work vis-à-vis traditional banking 
investments. In Islamic Banking, the bank 
provides its customer multiple functionalities and 
options, given the contract conditions signed 
between the client and the bank. Within these 
functionalities, the bank may act as a seller, as 
in the case of “Murabaha”, known as markup 
or cost-plus financing. Furthermore, the bank 
can possess the roles of renter, tenant, partner 
or representative according to the contract 
agreement. 

The pandemic effects on the business sector 
urged the banks and affiliated parties to take 
necessary measurements and actions in setting 
new rules, in a bid to adapt to the time of crisis. 
These necessary measurements to set firm and 
technical rules, are present in addition to the core 
rules that must be adhered to by the provisions 
of Shariah and following the Supreme Shariah 
Authority of the Central Bank.

This subject matter addresses all institutions 
that operate under the provisions of Islamic law, 
which include Islamic banks, Islamic financial 
companies, or individual Islamic institutions. 
Moreover, it includes Islamic Takaful insurance 
companies that also follow the rules of the Central 
Bank and the Supreme Shariah Authority.

The legal and regulatory framework relevant to 
the financial netting agreement - regarding the 
donation, declarations and provisions rules – which 
were issued by the Supreme Shariah Authority, 
No. 28/2/2020, subject of the effects of Covid 19, 
are presented as per the following points:

Subjects related to donation

The Shariah Committee decided that Islamic 
financial institutions should pay Zakat for 2020 to 
mitigate the epidemic’s effects and distribute it 
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to those entitled. This subject will be according 
to the legal provisions under Islamic law and 
financial statements and budgets. The financial 
institutions are to conduct examinations of 
the financial statements regarding the Zakat 
distribution. Should the amount exceed the 
required amount of Zakat to be paid, several 
options can be adopted as following;

1. Either the excess amount is considered 
a charity or a donation if shareholders 
authorize it to pay it as Sadaka or donate it 
in the Charity Funds. This decision is subject 
to the internal Shariah committee within the 
institution. 

2. If the shareholder does not wish to pay 
the excess amount of Zakat as charity or 
donation, the amount will be carried forward 
and calculated from the amount of Zakat to 
be paid for the following year.

3. The Supreme Shariah Authority 
recommended that Islamic financial 
institutions to jointly establish a special fund, 
for individuals and small and medium-sized 
companies affected by the epidemic. These 
funds are brought from the non-zakat funds 
as “Tatt-heer” to mitigate the effects of the 
epidemic. In the case of absence of joint 
fund, each institution may establish its own 
fund which offers the following:

A. Grant assistance to individuals affected by 
the pandemic to enable them to meet their 
daily needs.

B. Provide the resources of remote study for 
disadvantaged and exempted students to 
empower them to continue their studies.

C. Provide loans to SMEs to cover basic expenses 
(to be returned to the fund after recovery)

D. Pay Islamic insurance contributions «Takaful» 
to individuals and SMEs in need, to provide 
the necessary takaful insurance against the 
economic effects of the epidemic (traditional 
insurance does not fall under this grant)

E. Contribute to relevant official funds and 
initiatives in the country, such as grants to 

government-deployed entities which deliver 
medical and food assistance to those affected 
by the epidemic.

Netting Agreements 

1. The agreement to adopt Shariah 
measures to approve products, activities 
and services currently used in Islamic 
financial institutions must conform to the 
legitimate standards of Ayovi - No later 
than 31/12/2020. Due to COVID and its 
contingency circumstances, it was extended 
to June 30, 2021.

2. The Supreme Shariah Authority has decided 
that Islamic financial institutions should 
provide flexibility in service to the customer 
affected by the epidemic, and to abide by the 
instructions of the Central Bank in this regard.

In the case of postponing the payment of 
loans settlement (deferred payments), Islamic 
financial institutions must abide by the following 
regulations;

A. An increase in existing debt cannot be carried 
out if the payment due is delayed, no matter 
the reason of adjournment. 

B. It is not permissible to increase the debt of the 
price of Murabaha when the payment due is 
postponed. (also applied in (a)), whether the 
payment is due or not) 

C. The installments of «Ististna”, the long- term 
sales contract between the customer and 
the bank, are treated as Murabaha when 
the installments are postponed (as applied 
in (b)) whether the product in sale has been 
delivered or not yet. For instance, if a project 
such as the construction of a ship, had its 
foregoing installments paid until the start of 
the pandemic, where the installments cannot 
be sustained, there should be no increase of 
amount due to delays of payment.

D. It is not permissible in the current “Ijara” funds 
to postpone the charge of any exceeded 
period of time. Adjournment could be applied 
without any increase of payment. However, 
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for contracts that have not started yet, rent 
increase is applicable. 

Retroactive increase of a period of stay that has 
been extended is not applicable. 

E. If the charge is calculated on a variable basis, 
and it is agreed to postpone the charge for a 
period of time. The base amount cannot be 
included into the fare if the contract period 
has not started.

F. Conduct the leasing Sukuk (instruments) that 
is described in the disclosure and not yet 
started, and the “Ijara” included to a due date, 
(as provided in (d) above)

G. The points that were indicated above, for non-
permissible matters, are not subject to be 
applied nor considered as charging fees or 
commissions.

H. The indicated increase (mentioned in all points 
above) must be complied with Central Bank 
notices.

Third: 

Abiding the legitimate standards of Ayovi is 
imperative, as well as, any directives by the 
Supreme Authority Legitimacy to be issued or 
included later on. The provisions in the Shariah 
standards according to the Supreme Sharia 
Authority set rules are followed in the challenging 
circumstances and the impact of Coronavirus.
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