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Financial Investments
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Shares are units of ownership in a corporation or a financial asset

stock exchange:

A stock exchange is a corporation or mutual organization which provides ‘Trading’ facilities for Stock
Brokers to trade in stocks and other securities.

Sensex AND Nifty Index:
® Sensitive + Index = Sensex (30)
® National + Fifty= Nifty (50) (Nifty — Fifty)
® Average Growth of Sensex and Nifty (End of The Financial Year)

® Preferred Shares and Common Shares

Advantages:
® Easy to buy, easy to sell
® Unmatched liquidity

® (Claim over assets and income
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® Bonus shares
Disadvantages:
® The market can be volatile.
® Stock market crashes may result in loss of entire investment.
® Investors suffer from high Stress levels

® [t creates high competition in markets which stops the growth of small companies.
Most Scholars are in agreement that if the company only deals in a fraction of un-Islamic goods and
services then you may still invest. It is suggested that you simply give away the percentage of the profits
that are created by the haram section of the business. So, if 10% of the company’s profits stem from

alcohol, you’d donate 10% of your profits to a charity.
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Share market:

The stock market provides a platform for buying and selling shares of publicly traded companies.
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Bonds:

® Bonds can be thought of as an 1.O.U. between the lender and the borrower.

® Currency notes are also a type of bond.

Bonds are not Shares!
® Shares give dividends, while bonds give interest coupons every six months.
® Bond holders receive their principal amount in full at the end of maturity period.

® The principal amount is not guaranteed in shares.
A bond is a fixed income instrument that represents a loan made by an investor to a borrower (typically

corporate or governmental).
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Bond details include the end date when the principal of the loan is due to be paid to the bond owner and
usually includes the terms for variable or fixed interest payments made by the borrower.

Characteristics:
® [ssue price
® Coupon rate (interest)
® Coupon dates
® Maturity date

® Face value

Advantages:
® You know exactly how much your returns will be.
® Volatility of bonds is lower than stocks; thus, bonds are safer investments.

® Payments of bonds are sometimes higher than dividend payments.

Disadvantages:
® Lack of transparency and control: the Goldman Sachs Scam.
® Defaulting
® Inflation

® (Callable bonds

® Increase in interest rates
Islamic bonds: Sukuk
Sukuk are ISLAMIC’ bonds structured to generate returns, the money is put into ‘ASSETS’ to generate
‘PROFITS’. They are ‘SHARIAT COMPLIANT’, and prohibit ‘riba’.
They say:

BONDS:

® Debt obligations.

©Umoor Iqtesadiyah. All Rights Reserved.



® Profitability according to the interest rate.
® Non-Sharia compliant — on ‘riba’.

® Price value determined on credit rating.

SUKUK:
® Asset ownership.
® Profitability according to Assets.
® Sharia compliant — not on ‘riba’.

® Valuation on Asset backing.
But:

® sukuk ijara’ or ‘sukuk mudharaba’ are misleading names.

® Regardless of its system, sukuk are a form of debt as its name implies.

Are sukuk truly ‘islamic’?
® Fixed profits
® Risk bearing in [JARA SUKUK

® Lack of transparency

Mutual funds:

A pool of money collected from many investors.

How does it function?

Ve ) IS b g O s VIS sl ) Bt sl o = IS 0

Investments in securities such as stocks, bonds and commodities such as gold and crops.
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The image illustrates how a mutual fund works, in a simple cycle:
1. Investors
A group of investors come together and pool in their money.
2. Fund Manager
The pooled money is handled by a professional fund manager who decides where to invest.
3. Securities
The fund manager invests the money into different securities such as stocks, bonds, etc.
4. Returns
These investments generate returns over time.
5. Returns Passed Back
The returns are then passed back to the investors.
This forms a continuous cycle where funds are invested, returns are generated, and shared among

investors.

Types Of Mutual Funds:
» Equity Funds — Shares
- Large Cap
- Medium Cap
- Small Cap
- Mix Cap

> Fixed-Income Funds — Bonds, Debentures etc.

©Umoor Iqtesadiyah. All Rights Reserved.



> Hybrid Funds — Shares & Bonds
ADVANTAGES Of MUTUAL FUNDS:

1. Fluctuating Returns

N

Cash Drag
3. High Costs
4. Taxes

5. Evaluating Funds

Restricted Businesses (Halal business)
List of non-shariah compliant industries:
1. TV Broadcasting & Software Production
2. Insurance
3. Private Bank
4. Public Banks
5. Breweries & Distilleries
6. Cigarettes/Tobacco
7. Housing Finance
8. Investment Finance
9. NBFC
10 Term Lending
11 Film Production,
12 Distribution & Entertainment
13 Amusement Parks/Recreation/Club

Not restricted to muslims.

Shariah Compliant Mutual Funds — Funds guided by the principles of the Islamic law.

Interest Free Companies — Interest income upto 3% should be forgiven.

Anyone who wishes to invest in ethical companies can invest as well.

Vsﬂs}w
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Why is it prohibited?
Companies run their businesses on interest
Remember! The concept is not wrong, but the method is.

Saving accounts

A savings account earns interest income, meaning the bank pays you extra money for keeping your

funds deposited in your account.

Fixed deposits

A fixed deposit is when you lock money in a bank for a set period at a fixed interest rate, earning

guaranteed returns.

this amount earns
interest at a fixed
rate of interest

G 1  Whatisa @D
Acertain Fixed e ]
t it . ill the d: f i
amount is putin DepOSIt? till the date of maturity

)

on maturity, deposit
amount + interest earned
is paid back to the depositor

Financial productslike Fixed Deposits, Saving Accounts, and Bonds are generally condemned if they

are structured to produce guaranteed returns (interest) on monetary loans:

* Riba Prohibition: Riba (usury or interest) is strictly forbidden. Transactions involving gold for gold,
or silver for silver, must be equal (mith/an bi mithl) and hand to hand (yad bi yad); any increase is riba.
* Cursing of Riba Dealers: God is said to have cursed riba, "its consumer, provider, seller, buyer, scribe,
and witnesses".

* Loan for Benefit: Every loan that generates a benefit is riba. This directly prohibits scenarios where a

capital provider receives a guaranteed, stipulated extra return (interest) above the principal

No cost EMI

V)
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A no-cost EMI lets you pay in installments without extra charges, as the dealer pays the interest upfront
to the bank on your behalf.

Why does my No Cost EMI have interest charges added to it?

For EMI purchases made using credit and debit cards, your bank will charge you an interest.

However, under a No Cost EMI offer, the total interest payable is already adjusted in the price of the
order. The total payable amount (including interest) will be equal to the product price.

What is No Cost EMI?

No Cost EMI allows you to buy a product and pay for it in monthly instalments without paying any
extra money over the product price.

Why does my No Cost EMI show interest?

For EMI purchases made using credit cards or debit cards, thebank applies interest as per its normal
rules.

Then why is it called “No Cost EMI”?

In a No Cost EMI offer, the seller (Amazon or the dealer) pays this interest to the bank on your behalf.
This interest amount is already adjusted in the order price.

Important Note:

Even though the customer does not pay extra, interest is still involved in the transaction because the
bank charges interest as part of the EMI system.

Since interest (Riba) is prohibited in Islam, such transactions should be avoided, in keeping with

Islamic principles and the Fatimid understanding of lawful and ethical financial dealings.

Currency Tradin g

Forex trading

Forex trading is the exchange of one currency for another, aiming to profit from fluctuations in
exchange rates through buying low and selling high, usually through online platform.
Forex/Currency Exchange ( Sarff): The exchange of different currencies (gold for silver) is permitted with

agreed-upon differences in quantity (altafadul), but it must be instantaneous and hand-to-hand,.

VY
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Transactions involving debt for debt (al-kali’ bil-kali’), where both the item and the price are owed at a
future date, are prohibited
Crypto currencies

Crypto currencies are digital currencies that use blockchain technology for secure, decentralized
transactions, without needing banks or governments to verify and control the exchange.
Cryptocurrency
What is Cryptocurrency?

 Digital money used only on the internet

e Not controlled by any government or central bank

e Has no physical form or intrinsic value

e Value changes due to speculation and market demand
Why Cryptocurrency is Harmful to the Economy

e Not linked to real goods, services, or production

o Highly unstable and unpredictable prices

e Weakens government control over monetary systems

e Reduces tax collection and financial transparency

o Often used for illegal activities like fraud and money laundering

e No legal protection or guarantee for users
Harmful Effects on Human Behaviour

o Encourages greed and desire for quick money

e Promotes gambling-like and addictive behavior

o Causes mental stress, anxiety, and financial loss

o Weakens ethical and moral responsibility

e Increases social and economic inequality
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Financial Scams
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Ponzi Scheme

A Ponzi scheme is a fraud where returns to earlier investors are paid from new investors’ money,

collapsing when fresh investments stop.

The Prophet (p.b.uh.) prohibited Gharar, defined as "every sale that is contracted over something
unknown (majhal) to the two parties or one of them".

In a context like a Ponzi scheme, where future returns are promised based on unsustainable or non-
existent underlying assets, the entire transaction is founded on an unacceptable level of uncertainty or
hidden risk, violating the principles of gharar.

Common & Popular Fraudulent Investment Types Today

Cryptocurrency—Based Schemes

o Promise guaranteed or very high returns
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o  Often linked to fake crypto coins, mining plans, or staking apps

o Use complex technical terms to confuse people
Examples:

e  BitConnect

e  GainbBitcoin

o Fake crypto exchanges and “Al trading bots”
Multi-Level Marketing (MLM) Based Schemes

e Focus mainly on recruiting people rather than selling real products

«  Income depends on adding new members

e Products are overpriced or have no real value
Examples:

o Speak Asia

e Binary plans and matrix models
Online Investment & App-Based Schemes

« Mobile apps promising daily or monthly fixed income

o Early users are paid to gain trust

«  Platforms suddenly shut down and disappear
Examples:

e Fake carning apps

o Short-lived online income platforms
6. Gold, Commodity & Mining-Based Schemes

o Claim investments in gold mines or rare metals

e No real extraction, storage, or assets exist

e Operate only on paper

Examples:

©Umoor Iqtesadiyah. All Rights Reserved.
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o Fake gold investment plans
o Paper-based mining projects
7. Social Media & Influencer-Promoted Schemes
e Promoted through YouTube, Instagram, Telegram, or WhatsApp
 Display luxury lifestyle to attract people
e Paid promotions hide real risks
Examples:
e Influencer-promoted crypto investments
o  WhatsApp and Telegram investment groups

Multi-Level Marketing (MLM)

Multi-Level Marketing (MLM) scam is when focus shifts from real product sales to endless recruitment,
making profits mainly from new joiners rather than genuine business

Multi-Level Marketing is a business model where a company sells products through a network of
distributors, and these distributors earn commissions not only from their own sales but also from

recruiting new members into the network.
While some MLM companies sell real products, many focus more on recruitment than actual product

sales, which can make them similar to Ponzi schemes.

V1
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Key Features of MLM
1. Recruitment-Based Income
o Earnings often depend on bringing new members rather than selling products.
2. Tiered Structure
o Each distributor earns a commission from the sales of people they recruit, forming multiple
“levels.”
3. High Product Prices
o Products are often overpriced to cover commissions for the network.
4. Promises of Quick Wealth
o Companies advertise large potential earnings to attract participants, even if realistic profits
are very low.
5. Risk of Collapse
o  When recruitment slows, new members cannot earn, and the system may fail, causing
financial loss.
Recent Examples of MLM Companies
1. Kangen Water

o Promises distributors high income by selling water ionizer machines.

AR
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o Focus is heavily on recruiting new members for bonuses.
2. Forever Living Products
o Sells aloe vera-based health and beauty products.

o Earnings are largely tied to building a large team rather than direct sales.
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