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Islamic law is the voice of Allah for the benefit and happiness of the mankind and
not to harm them in any way. It is grace of almighty Allah valid and applicable for all
the times and in all the circumstances. It manages life of the humanity in this world
and the Hereafter as well. It preserves interests of the people.

In this modern world, many issues occur which were unknown to the classical jurists.
Inspite of their imaginative approach, many modern issues were left untreated,
though, they presumed various prospective circumstances and developed a huge
collection of legal rules. For example, bonds and their dealings in the Stock
Exchange is the dealing pertaining to the bonds compatible with the rules of Islamic
law. The answer of this question is very important and this importance is the reason
behind conducting this research.

Bond literally means reliance. In the opinions of Economists, bond is a financial
paper which the state or a company limited by liability issues to pay its value with
specified additional profit for the bond holder. Likewise, the bond holder purchases
the bonds at discounted price on the condition that he will get the actual price with
the profit on the maturity date. It means that there is a Riba-based profit without
bearing any risk and liability. This is the reason behind increasing trade in the
bonds; moreover, it is also negotiable.

Bonds are of many kinds, concerning their source, benefit, ownership and return. As
far as the position of Shariah about the bonds is concerned, it is different in the
opinions of Jurists. The Muslim Jurists have different opinions regarding some
kinds of bonds; their permissibility or prohibitions. In my opinion, permitting the
bonds is due to non-understanding the nature of the bonds, considering it as
Mudarbah or permitting it on the basis of necessity. So, there is no need to
compare and provide the arguments for them. Because, it is now clear and no doubt
that the bonds even in the opinion of legal experts that bonds are loans with
specified profit in all their types and the bond holder is ‘"creditor' to the
government or the company, having right to the actual amount on the date of
maturity with addition of the profitable amount without any consideration to loss or
profit of the company. So the difference between Mudarbah and Musharkah in the
Islamic Law and the bonds is very clear.

These interests are Riba Al-Nasiah which are prohibited without any second
opinion. Moreover, there is no need for their purchase or their negotiation rather
same kinds of these bonds are gambling, for example, lottery bonds.

This is the reality of bonds today in all its kinds but its nature and reality is
changed. If a contract or a project is named as bond, like bonds of Mudarbah, in
this situation the actual reality of the contract will be considered and not the name,
even then the best is to name such contracts other than the bond. It is because the
name of bond is famous as a financial paper representing a loan and interest that is
prohibited. So the best is to hame such kind of financial papers as Sukuk, so that
there remains no doubt.
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In the end, we conclude that the bonds which represent loan and interest are not
allowed either in the stock exchange or through any other process.
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