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Abstract 

Islamic capital markets are growing rapidly and the products of capital markets play a key 

role in order to achieve the success of the financial industry. Economy of the country is 

majorly based on the development of financial industry. Sukuk is the most popular 

instrument of capital market that is widely used by investors. Various principles of 

Shariah are complied with Sukuk in order to attract investors who are willing to consider 

ethics as well as religious. There is a huge growth is observed in the financial assets of 

Islam. Capitals products are evolved as well as emerged that are to be aligned with 

Shariah from the instruments of conventional capital market. The major characteristics of 

the products of capital market are discussed within this report. Furthermore, it is observed 

that there are issues and challenges present in the capital markets of Islam. 
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Introduction  

Performance along with development of financial system is necessary in order to gain 

sustainable growth of the economy of the country. The traditional economic system is 

based on growth of the economy along with development. Sukuk is the most widely used 

instrument of Islamic capital markets. It is an Islamic bond and helps in long-term 

financing of the company. Moreover, Sukuk also helps in managing risk of the firms. 

 

Methods of knowing characteristics of products in Islamic Capital market  

Several researches have been done on finance majorly on Islamic banks along with 

managing risks for several issues related to Islamic finance. However, the management of 

risk related to Islamic capital market is yet not identified. Hence, it is necessary to 

develop management of risks regarding Islamic capital market. As commented by 

Hussein (2016), Sukuk is widely used product of capital markets of Islam.  

 
Figure 1: Instruments used in capital market 

(Source: As Influenced by Abubakar and Aduda, 2017) 

Each product within the capital markets of Islam is offered to every individual of 

the country either they are Muslim or not. The products of capital markets are evolved 

along with emerged from instruments of conventional capital market that are to be aligned 

with Shariah. As opined by Kammer et al. (2015), equity can be accepted due to its 

alignment with Shariah, moreover, bonds as well as securities are emerged to capital 

markets of Islam. Various products of capital markets of Islam are Sukuk, Real estate 

investment of trust and business of stock-broking. Various products of capital markets 

along with their characteristics are enumerated as under: 
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Products Characteristics 

Mudaraba Sukuk ● Represents the certificate of ownership in 

managing investment based on Mudaraba 

● An important form of sharing profit within 

Islamic finance 

● Sits on a foundation that is made by agreement 

between entrepreneurs and providers of capital 

●  Both the parties share their ratio of profit 

according to agreed contract of the agreement 

● The investors would bear the losses of the 

firm, it the firm goes under loss (Abubakar 

and Aduda, 2017) 

Ijara Sukuk ● The owner of the assets is considered as an 

investor of the firm 

● They are the authorised person to collect fee if 

assets are leased to outsiders 

Partnership Sukuk ● It is entirely based on the equal partnership 

principles 

Mutual funds ● Vehicle of investment includes funds for 

investing  

● Generates income 

Table 1: Table showing characteristics of the products of Islamic capital market 

(Source: Abubakar and Aduda, 2017) 

Mudaraba Sukuk 

It represents the certificate of ownership in managing investment based on 

Mudaraba. It is an important form of sharing profit within Islamic finance. It sits on a 

foundation that is made by agreement between entrepreneurs and providers of capital. 

Both the parties share their ratio of profit according to agreed contract of the agreement. 

As mentioned by Abubakar and Aduda (2017), the investors would bear the losses of the 

firm, it the firm goes under loss. 

Ijara Sukuk 

The major characteristic of Ijara Sukuk is that the owner of the assets is 

considered as an investor of the firm. Moreover, they are the authorised person to collect 

fee if assets are leased to outsiders. [Refer to Appendix 1] 

Partnership Sukuk 

The market system is entirely based on the equal partnership principles.  
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Figure 2: Transaction scheme 

(Source: Kammer et al. 2015) 

Mutual funds 

This is an investment vehicle that consists of funds that are collected by several 

investors in order to invest in various securities such as money markets, bonds, stocks and 

so on.  

 

Results  

The financial service industry of Islam consists of banking, insurance, capital 

markets and these financial industries have grown effectively. This also indicates an 

increase in the wealth of the economy and it is observed that finance as well as banking 

industry of Islam is growing rapidly in past decades. Islamic finance has provided several 

opportunities to the economy. As commented by Gabbi and Levich (2019), Islamic 

economy has performed quite well along with developed in finance. The assets of finance 

industry were amounted to $1.8 billion in the financial year 2013. The market of Sukuk is 

considered as the most popular capital markets of finance. It is reported that issuance of 

Sukuk in the financial year 2012 was $86 billion in the first half and increased by 55% 

from the previous year. Financial products of Islam also indicate investment product class 

that may be appealed to the person who are looking for ethical investment. As mentioned 

by Switzer and Yue (2019), the products of capital markets majorly comply with several 

rules of Shariah. Hence, it can be stated that these rules must be ethical as well as 

religious as these are comply with Shariah. 
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Figure 3: Total income of Islamic banks 

(Source: Switzer and Yue, 2019) 

There are two products are found in Islamic capital market such as conventional 

products and modifies those products in order to comply with the principles of Shariah. 

Shariah has included equitability, social justice along with fairness of various transactions 

of finance. The results of the application of these principles are discussed as under: 

 

Instruments of product of capital market Results 

Sukuk ● Active market along with progress 

● Renewed confidence 

● Promised to return sovereign market 

of Sukuk 

Table 2: Table showing results of applying shariah in the capital market 

(Source: Gabbi and Levich, 2019) 

Islamic banking industry is also leading the global economy in the financial year 2016 

with global assets worth $1657 billion. It represents the 75% of the financial markets of 

Islam and it has been followed by the market of Sukuk. It is observed that Sukuk plays a 

key role in the development of financial industry. It offers an alternative to the issuer in 

order to syndicate loan.  

 

[Refer to Appendix 2] 

It is important to follow strict rules; hence advisory Shariah board is set up for 

Sukuk in order to develop the capital market. Sukuk is complied with the principles of 

Shariah as it helps to maintain distinct characteristics of Sukuk form the conventional 

bonds. Breach in fulfilling the requirements of Shariah may negatively affect the success 

of capital markets of Sukuk. The advisory board of Shariah must ensure the effectiveness 

of the compliance of Shariah. 
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Discussion  

It is important to follow some ethics and principle for economic growth of the 

country. It is observed that principles of Shariah have lead to improve the economic 

condition of the country. As opined by Marciukaityte (2018), principles of shariah are 

comprised of several norms and ethics for labourers. The major instrument of financing 

have some distinctive characteristics such as estimating assets value based on real value. 

Moreover, it is observed that each contract has been concluded individually on financial 

services of Islam. According to Qian et al. (2019), the recent growing attraction is Halal 

that means allowed products of financial capital market has been observed among the 

Muslim communities. It is also found that Sukuk has increased interest among the 

investors who are willing to consider ethics along with religious aspects within their 

firms. It is observed that these are quite essential for christians as well as jews as they 

may be able to prohibit interest. Moreover, it is found that there is a challenge of licence 

issuing that allows starting up retail banking as per the principles of Shariah. As 

mentioned by Nolin (2018), various investors are willing to include the principles of 

Shariah within their business portfolio in order to improve the products of capital market. 

 
Figure 4: Growth of the financial assets of Islam 

(Source: Nolin, 2018) 

Rhiba is banned on usury in order to optimise operations of financial processes of various 

parties. Profits are distributed according to the terms and conditions mentioned within the 

agreement. There are several Islamic products of capital market found and majority of 

them may have the same characteristics. However, they are used for several purposes 

(Matthias et al. 2019). Musharaka is the joint product of financial institutions along with 

entrepreneurs of the firms. As mentioned by Yue (2017), this product needs to be signed 

of the partners of the firm. The principles along with economy of Islam are socially 

oriented. As opined by Boubakri et al. (2015), these principles entail morale development. 

It is observed that ownership transition of the products is based on the transaction of 

purchase or sales. Price definition is mentioned within the contract. These prices are not 
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based on floating interest rates of capital markets. There are two centralised tiers of 

governance of Shariah. The 2 tier centralised governance of Shariah is more effective to 

achieve rapid growth in the financial market. 

 

 

 

Conclusion  

After analysing the entire report, it can be concluded that there is a growth observed in 

Islamic capital markets. However, there are operational challenges and issues exist in 

Islamic capital market. These challenges have provided the opportunity to get a bright 

future of Islamic capital markets. It is observed that products are evolved as well as 

emerged to be aligned with Shariah from the instruments of conventional capital market. 

Sukuk is considered the most used product of Islamic capital market. 
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Appendices 

Appendix 1: Ijara Scheme 
 

 
(Source: Abubakar and Aduda, 2017) 
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Appendix 2: Growth of the financial assets of Islamic Capital Market 

 
(Source: Gabbi and Levich, 2019) 

 


