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ABSTRACT

Economic activities are an important part of human life.
Most of human life is spent in fulfilling them.
At present, banks are part of economic activities where
large scale transactions take place. But the problem is that
these activities are based on interest and Islam strictly
forbids it. Scholars have been looking for a solution for a
long time. Today, Islamic banking is a result of these
efforts. What is Islamic banking, how did it develop, what
i1s the philosophy behind it, and how does it differ from
traditional banking on a practical basis? Article is
attempted to address these questions. The researcher has
come to the conclusion that Islamic banking is
incomparable in terms of ideological foundations and
philosophy of Islamic economics. It has much positivity in
the practical field and needs improvement in many places.
Researchers suggest that Islamic bankers should take steps
to bring Islamic banking closer to philosophy of Islamic
economics.

Key Words: Economic activities, Interest, Islamic
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Financial intermediaries remove the size
mismatch by collecting the small savings and
packing them to suit the needs of
entrepreneurs. It is often considered that small
savers are risk averse and prefer safer
placement whereas entrepreneurs deploy fund
in risky projects. Furthermore, small savers
cannot efficiently gather information about
opportunities to place their funds financial
intermediaries are in much better position to
collect such information, which is crucial for
making a success placement of funds.®)
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If the subject matter does not confirm to the

specification agreed upon, the customer has the

option to accept or to refuse the subject matter.
(15)
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In Murabaha, both Parties to the transaction

must be known the Cost and Profit or markup.
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They cannot finance any Project which conflict with moral
value system of Islam. For Example, They will not finance
a wine factory, a casino, a night club or any other activity

which is prohibited by Islam or is known to be harmful for
the society in this respect Islamic banks are somewhat
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similar to Ethical Fund now becoming popular in the
(1) western world.
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