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Concept, Need and Significance of Sharia rating in Islamic Financial institutions in
the perspective of Credit Rating Agencies

Dr. Muhammad Mushtaq Ahmed*
Dr. Javed Khan™

Abstract

Sharia compliance is considered the basic component of Islamic financial industry as sharia
permissibility is one of the basic motive for majority of the customers of Islamic Financial services.
Presently the assurance regarding the sharia compliance of Islamic financial institution is given by
the Sharia Advisor or Sharia board of respective Islamic financial institution. But there is no process,
similar to the credit rating agencies, which provides the public an independent assessment of the
commitment of different Islamic financial institution as regard to follow sharia injunctions in true
letter and spirit for comparison with other Islamic financial institution. In this paper, the concept of
credit rating, its origin, importance and advantages are discussed. In the light of the credit rating
agencies practices, the concept of sharia rating and its importance are elaborated. It is observed and
recommended that sharia quality rating will be very beneficial for all the stakeholders of the Islamic
financial institutions as well the Islamic financial industry hence regulatory bodies of Islamic
financial institutions, IFI's and Credit Rating Agencies shall work together to further refine the
concept for implementation of Sharia rating in the industry.

Keywords: Sharia Rating, Credit Rating, Sharia compliance, Islamic Financial Institutions

=y
Luﬁgtg,gﬁut_‘Ld/Lg(KKQ:"";gLWLgtg,gﬁ_ﬁffLmjbw’vL;Lﬁn&um@ytdm
mJ/'d)gguum&yl.z_/»Kuum&yl.um%u’f(@%/ el &}L}’ﬁu'*’u;f,g/‘,;ﬁﬂ.g
S &3 ithon 3 P63 e topd) f IS A KOs i § F o) e s S35
uf;;!.wé’é;& rL‘/U?)Jz’{.Luf‘lfV“ uvc}m_;;umg&!fidj@, Siktuslig 2 F6
-ng;(‘; o 22l

VSt s Y oINS T2 S U 0 o Ut eto e S A Ll e
u)ﬁmuggu,umgj/‘u/d/lgg.,zlgJu,/umlglg,;ﬁwiLu,’%u’wuﬁuu@,«ﬁ*KJ;I_LI

* Assistant Professor/In.Charge Department of [slamic & Arabic Studies, University of Swat.
Email: dr.mmushtagahmed@gmail.com

** Lecturer, Department of Islamic & Arabic Studies, University of Swat.

Email: javed48442@gmail.com

[111]



S SEL U B s b S etitve s o o1y Vu@uz’.)tf uub’aljtu’ 1] Al - Aijaz (Jan — March 2021)

u%-ugéiéiugwﬁ&ﬁ e 19 LUt i§ hele 22 2 b S s /'w:%cw?g/uu’g g
G ot S s Tt UL Fei iy P P S i 2 o AT
LGS et el L 2 P E B8 Sie e eia g e bl
e Seidmd £
/rJK.,@’/;g/“éJ.LL/{?/;'//(LEJLu"’tgf,g/“/j/dﬂ}mufu:/tp/jvivé_«,uﬁlun
e d 19 L 65 i PE éyhégmwfz,}‘ﬁI‘Q,MKJ-J@;Z}{; S S e
Lf/“uffu’;é./lg Jajjm»a’/“ﬁlv?/;/mﬁ@)’m conr K Ban S LSk
2w i f LL'iéétgﬂqu 4l

G et 2 avas st A SusmidPa oo /1t e lbbe plie e 1 QNS £
Ll e sp J.:ﬁglbf (ho Ly J}/umﬂu;):'-‘g&/)wLuumg/»/uidm;f;
AL BN Lo gP ot s B e szt S(F ke b
—e bl 1 e B f AL

9 PE B s AU

A BIAB0 2 o £l o 6 P e 2t W fd ey d LS
d/yuui‘z_/;Lum;bzf‘f/u!f‘agﬁ/a/;/gu" SUs kA uﬁ/u/@/gnﬁ%g@f(f/?
Susbietld Jlee Qs ezt p 4 L0 S6K A S0 fv:nﬂ‘ 6 QUL i s
s A F g S et Dy S e p BF L st td s 25500 S v s
_nH‘cﬁ;/.Ku’u/
,L/(%/Ku?u’(ng&JGJu@ﬂ;f.ﬁyj'gfdudﬁrul?uﬁnqq~,~/Ln“¢/u/f;wﬁm
VAo SR Bl ek & pae s (1N L e i £ st AU ¥ S sk
4-‘@_.))/’5/”&’ a4t Moody’s investor Service

standard’s u.‘.'i‘Wl;/J_L}’{J!_JJQTK(K@(!;(L'LJ{Pooru"{é_ugdeenry Poor 14112
Standards & (L’KgmuﬁL(l{éjlulﬂ/ﬂ'ﬁljvL(f?{&/’//Lu%ahﬁ’”&t}Lf}fﬁG{dUStatistics
S-Q@/JPoor

[112]



S SEL U B s b S etitve s o o1y Vu@uz’.)tf uub’aljtu’ 1] Al - Aijaz (Jan — March 2021)

Ut S ot lW,;/‘»Qﬁﬁ‘aL“i?Fitch(L'l/f{.i/Ju U s e UL B2
S _ SN 658 L s
u’r‘g/Kp/l;(dl/;!‘gg!ugd/i/i.}%’qj"'/ﬂuﬁcﬁ‘g,ﬂjz_Io~;1ﬁd/u;r5‘.{'!_ff/{,é/u}lp{//!
S Uttt Saio S Bl St U G i EUT e L
1A Z L nf o 2 ASFitch B oo ghs KK adbe s = 5l P L Bt sind Uds
T e Ui A
§ S i Fr s Sl & L Us? LU 52 s ST fB et g o gt J1i
LIl e (S ui'.;,lg;l:oulf;‘}?)(subscriber)ubl&fé/:ﬁ;u’wm(/l?/r‘."
1o 1 Lo QU A S U a5 L ot £/ 52 sl et G P F
ASKL S\ SEK A g S Stn s T L e s Jr? 6 P Gl §
e 2 LR LT ongs LI m§ 37 GNE o A S L esfen )
Z;!Lﬁtu@/uﬂjﬁé_/jl/éic/u .,{!.J;;?Kahk”o}ﬂ},ﬂ/’!Lué;uﬁwﬁd%dh/
8-&/,@’/;/!;!:Jﬁg;/f.ﬁ/l’Ju};':;{u!c(subscriber)JV;l&guK
S S usiiad e NS S (e e ssiotns S do oo S b
Oz st
o;/ﬂi/'ﬁu::"‘.{"lcﬂ;g; Jplﬁécpblﬁ»d’iConﬂict of interestf‘LdLl/d/u.gﬂ.}) ;:L,.?} g
e Qe dF a1 L e (1 B §e U R Sz pub U 1, 8
e TS s A H S AT T SE /gumm?fu“)V@m//ug;{utuy@
u"‘?u.ﬁpuﬂu‘fug{d/umyuﬁwt.ﬁ.&{,d/;/,uKnuuﬁKﬂ’ﬁjgﬁ_Jdu/,@v
OB pEnSuteis ) B
St b 212 2B LG Ut A U S KB £k it
%L?;.&;,@’/(GVJILF/J/&{@ fnd/a/?Jagmuﬁbn[/hﬁf{,ug&({;zgw
L ds M LA B D e 5 S g s K6 B isette 5 1 g B I
Nz bt Lee y

[113]



SFELUn I 1 i S editse s 2 st 5Kl s 3 2 S Us GG I Al - Aijaz (Jan — March 2021)

4U:J¢;!LI:L/’/;IZ!K@!Z:l}'«)(}yh{,u‘l’g}; e ULt e s e s KL L
AN Lﬁ;;mtiu’u%u@z_/gugi.ﬁé’/zm;udeﬁu;uﬁaufbé}r
SIS S sy b § 5% A L“_‘ad-:'&” 4u3 N T ¢ subscriber.sl 6 1
2 s B it P e gt E Sie e S

ol F et S b o e S UG AU 2oy 0 sk Sty K LI 2o 2
UsiId_tsz s P ) Ko e iy b2 o 03 )t Whos /S ke o ile Sl 2T 1 51
Lty NS S FPF 31K A St QoS B S F s 8 3T i
e St S AR L s AL E TS A S ANy g
Lui.fy‘j/JJL"J?U-LLL‘@.L')(UKSovereign Rating/u’?ln_}/w ue//r‘."(..ﬁf/JJb’/m”/, id
SU7 - Qe i F s § ¥ e tlos L 28 & U o1 ao s (1S b2
AL S0 S S el sl AN S LS K ok

A S IS e 1S s S

u@/i 4Cu’,0.,?ud/ Credit Worthinessé/vd/u@l;l(,mlu@.!;!d/u")'gf;/l;l&&{f&;i/&lﬁ
Ln(ﬁb’»m&bf S L P AL L il 53 5 L LSkonUine LS
zf+v 4,.Jf&ju,’%w%’gugng,/KLLLEMLAAA%!J&/&.,?/UU?Mdr‘,;//l_u;z
ol bty L ske B L u@m(,«c Juﬁ/";,;t? SU TS Lol
it g# 361 St o ot fenn EIGEIS L QIS R Ut T ot i 2 2 S b
&n4Defaultg}’3DL;«‘u,l,?nq/“u/u: .Lls»Lw,é‘éjufqu.v&,n;m?u?(@ﬂLf:m
14_9@;@)!5;‘3’{ e, L8 s d S Ele Jd o, AR by e
e Lo EKUie L Shondes ). "

AAA
AA
A
BBB
BB
B

[114]



S SEL U B s b S etitve s o o1y Vu@uz’.)tf uub’aljtu’ 1] Al - Aijaz (Jan — March 2021)

CCC

CC

C

D (Default)

'f.:‘wg‘"_//]&;’uﬂ’{a—)_’ii.L/}/“[Lu"/)'u}]}”éz;qiZ:dJK:«L/Lu:u’u%‘véé/;:ﬂr
Up L Lase b gt foee o U E o6 Boet S a2 s S Out b
&MJL&ICW!JShort Term fofﬁ":J_L{LJWQ,QQL?JJW@W:JLO@ terme 4

15
<

et QSN $ b ST Qe nsd L sl ilt LS 67 1 W1 B S Ut b s I S
160_ g Z & P Mo Q2 L s ke o 13

r@“'(wu'(@“"iu@b'd/ uﬁ}:ﬁ(j{ u/ 23D .sBBB,BB,B,CCC,CC,CHAAA ,AAA 755 16*
/,’C@’LLWLﬁmrﬁmﬁuﬂj} L;Mu/éfruﬁ%mjvLu’c}w-%g}/ﬂw/
skt Pl Slabs*1 i = 5 L 6510 o1 K51 _‘Lvt?gd’):{(@‘1r,w
L 2 Gpd w20 el L i3 gl L g el s
d/Fitch/;!Standards & Poonfg/. diu’u,f/?_‘aﬂg LA///’U L/!Jfgufuin_u,?'&nﬁé_gé‘.
S oSt et i pfvngtufuwg‘»{;ﬂ(,mt(@“nLg;m{&{ufc,;@
u,,mugf e Sonte LN L $ koo 38 B re o SIS Ll v Lt o
et U £ S ufus U de P urete

-‘LK oKl $6 420 0d b b uﬁ;,@ud LU ,g;}ébwlguﬁ‘j}

e [ 11D | o



S SEL U B s b S etitve s o o1y Vu@uz’.)tf uub’aljtu’ 1] Al - Aijaz (Jan — March 2021)

Moody S&P Fitch
Long Term Short | Long Term Short | Long Term Short
Term Term Term
Investment Aaa AAA AAA Highest

Grade Aal AA+ AA+ F1+
Aa2 AA A-1+ AA
Aa3 Prime 1 AA- AA-

Al A+ A+
A2 A A-1 A F1
A3 Prime 2 A- A-
Baal BBB+ A-2 BBB+ F2
Baa2 | BBB A-3 BBB
Prime 3 BBB-
Baa3 BBB- f3
Non- Bal BB+ BB+
investment Ba2 BB B BB
Grade Ba3 BB- BB-
B
B+ B+
B1 Not Prime B B
B2 B- C B-

B3
cce Cccc
Caa CC cC ¢
Ca C C
C D D D D
Lowest
N ie

: Ancillary Servicesulr(d:géfu;:—".{-l.@ubi_/

Lt G sttt B bt 0SB St i F 7L P b S S
e sy S ien S w2 Bl i b3S

(4o 3| FiS 2 S § flelee S UKL 349, Udrlpzmsedt e L 19 L B
1S_L’g;é_l/Opinionu:‘.'cur‘d/..fé’/c;i_lii Credit Worthinessé/lfﬁu//gbl

it e pnoe 3T S e Lip L 3L e s e bt e B s S S

[116]




SFELUn I 1 i S editse s 2 st 5Kl s 3 2 S Us GG I Al - Aijaz (Jan — March 2021)

S wolonl. AT c‘_.?)d’-lﬂ.pl&g)uj? e d 1P LS ionT el P el i)
LK 52t S g nd K Py et E S 2 I s S a6
F L L3S U Credit Quality Ae S S L1 2 S A 55t 5P sk A2
St mJyu/d/z,?/;,c}u’u_‘au:,?m/‘;z_w&fm‘wg&uJ&}ng,umﬁd/@
19-9¢J&4K&1,J2.L/..t?yuf/Lué.é,L/uta/ﬂJ&@ﬁ’f‘aJﬁmu’fJ}
énilil/&!{.uf:l;lJJ}:?‘LW%)UZ/&W;/»J.ﬁ/J{}DJ&..a:;/l;lu’({.u}’}/!)l,{/l
2B o S el o 10 27kl B UgF - U I S S 1 Fo A L A1
N g el b AF i gL fed o L M s o i

JE ..,@’/bw;/d/.fuﬁ/LLumw;,Iy“,u;‘fﬂgauﬁu?w(}n(wd/l/@mﬂfé/%/
s P KA I Ed g E SNBSS S S s I o 3B S I
PSS A G B o A S a5 SS S st
b Pt LTI e S LT i P
.:al.,w’crt’éancillary Services»’b«a’l/é:ﬁz&&/ﬁ((&;&%g:_!é.uﬁl,@w{uﬁ/b/
Jéb %Lbﬁé’/uﬁayfuﬂ;ujglgd/.tf;fuucLu@'/b"«i’g/ﬁ%t‘lgL[/;«l.ﬁdl,_‘ggagfb//ﬂl/'
SF nzd o st sir S S P ol SSH B & o Ban 35S oo
M&/&:L‘Z.Wohﬁd/consultancy c«/;li‘»ui'gzgLLVJGJ(@)U’L‘LQ‘CMQQSJ&.,?/)
WEs 2o um 1 e i A 2o 22 P Ui ot 2 06K B2 f 1 el e L1 L
stz Z S S P tBeSlr S U S e A

u%idu@’/ d/kf ‘at‘n{,um;!cﬂ/v{!u&) K&Uﬁgﬁ&ancillary Services U'Ju)f:"{"u@/ ,@f
,Lud/uf"})i:g,?;Jl-bgglguia/ﬂd/plﬁial;uﬂ‘}’iConﬂict of interest;;;u‘uuj&/
bt & e s 2 S £ =5 e S e Ul U B f g P e
L S 10 2 ap o T AS | st sl ) e s Sl B
B U B S 2 S0 1S s S 23§ P LU o B
_;lgwufuf jl,u:owduuuu,@tgtwmd‘ué

[117]



SFELUn I 1 i S editse s 2 st 5Kl s 3 2 S Us GG I Al - Aijaz (Jan — March 2021)

At 23 rld bl St S b et DIt e b & i Sl 200
u:‘”'gf/uuuuuaw&w,'ﬁéiu,@ui:.,u'/;:n;/m/‘u/?.,@/&@’)/;/mJ;,*;LgJutdf’(
2_Lolie s F Lol oo oyl St B2 S

B 18 st 2310 31 g s 3§ S S A s K BLIE L SEr S Sl UL 424 &14,|°%uz;u,:~l*{~i;:@ S
DI o =T AN PN < R LRI NS INNL (t JETE1§ Ll Py (YT
Byl ST
K3 Kdﬁ:guul..ffju‘afg/

QUL eus ol i & §H2 2 < Qs o s M2 o 32y Qe Ustod A GE) i S s
U et s K P AL L S i S o o Sl 2y iy st
S5 sQualitativedes § ot U1-cr G § U bt e Gree s 2 Ul Uil s i CE & shsls
et J’/jru:.ﬁjqj;/dlﬁv (}"{sovereign Ratinglﬁ’”-‘aglgd/élg = &_FQuantitative
et P B 1 3 AL ALl (b Lt /S e

»7bEPolitical Riskse! 2 (51—

Pk E bt

o‘/’wﬁumééiué bt

oAb U e A

n_"a{"’jﬁ;‘b"éj’}i,f::g)( LU a0

oA el LA

Monetory Flexabiltiy-<

-LLL“tgyo‘//Lgu’;KExternal liquidity b2t b b8Us? Sz

yoy’tg MK@!}"’)M; s i 3/?/}!%&&]@,&@!/5 é@/ "l.;"/”: - u‘zémug 9
24'4‘_%

L ey Qe BB s K 1 ot G D L 8 S sl 2 = U2 i U ST
—e ULk F 1 LS5 S Aot 8 LS pe i S e Ul

[118]



S SEL U B s b S etitve s o o1y Vu@uz’.)tf uub’aljtu’ 1] Al - Aijaz (Jan — March 2021)

Kl it

DL PRI Y N SIS WL (S PU TIN5 o) J{Jujvéﬁ’uéé/%‘;,/_n
s S oS pm B SR b1 Bt/ B sl et S e
-‘43/3/?415."ab'i‘/assignment,'t{u’lu"‘-i!.,@’/p.’Lg,«,b»-f

CE L Hr el e AP LS S bl 2 L K F L
B ke sl Sy FIE B Lad o Gy s el Pl et
&gJJ%:,L)”JC’;U’-{;UU,@WQJ/@Uuljoﬂ4jt/£u5,«>’uLu!g@fff‘d/g}{w"
Sk 20l ﬂu?L/;:buK,f,":{uaﬁuﬁjiéétg J/Q)JKLG{4ug,na/)/ut¢zﬁ-w
2 G UnHoEdn K P63 g e

s LK F 4/}&;/)111&‘5115’// I QTS Us Ko F 4@&:&11’”.2@(0_@
Ll;.@&w;.ﬁ/d/;/uuuxLJﬁgd//{;g}m},?;/L.fémui,aﬁ/?&%wg@?ui‘
Lo JS0 See o8 ESF s dle Beuf el §ES e tuide 317
27_L@J(§r@ﬁ Sutind 3t S e dip
&{J;‘%J@ffLLwé,@’/LUJJ?(LLL"@L[J;%&vé&fbﬁ/¢ﬁ;//’;1/ojfuu_a
,_Laéijt«.yK&fwu‘i“fqﬁwdff&%ﬂu,@uf{f{muijzrqﬁtéufﬁwwuﬁ
JQ@(J;/?)L:%J%}WM LJ?U“?L/CWKLU@’U;/(L?:‘L&)J@ gLUoJ}{/}lch)"‘o}(f(}:{
28-%(:'}1,-1‘:;{5‘@/

S £ 135 A LB 30 Sl oA F 36 bz S B
P el O B e en UK p Lot L L e

Watch list § & ¢ m?%uk/mﬁ &Sl gl S P A A F gt S5He ) i
AT ug;dj,iﬁc/m%(}w@juﬁ,@’/?L@T&/géfﬁjvécﬁun%&f&uﬁ
30‘u3ﬁélgcﬂbu(&'{f)¢;dlﬂ"c‘-&{{/uf¢)outlook/g}’{w}"nu@l

K6 b
uy;f.:i'fiL,f"uwz’Lm:‘a&?Jd;@;@m@/ﬁ&f&%}g)ﬂ?agtgJﬁu.ﬁ;

[119]



SFELUn I 1 i S editse s 2 st 5Kl s 3 2 S Us GG I Al - Aijaz (Jan — March 2021)

(}’:'{zu/jc;,)lgd/Standards and Poor'slﬁ‘”_uzz.//g?i/{;g/&lbfLdih.?;/ufuﬂ/‘%lz;_l
Standards and ﬂﬁ&.@’/g{}f{u@/dl_‘gmg'tﬁl/”:!Kﬂz&{,&iﬂm’bib«ia;/ﬁ//
o/)u“(..@’/d/dg/u’luiu?:%t‘tggdjlngews lettercLliJl-é&J/&{{,&lx..f,;’%!Poor’s
uﬂfuﬁc«l.l/'é;{,oﬁ*“@"}C?;izi;wzi.,@’//y)’u‘#’of_,}ngStandards and Poor’s 7 <t
M e Uls

1 ANy

L nd Udnud S5k //;U%r Jr ey

L LML SN

_legiuw}J;‘@uauﬁMﬂALu)uL/ S

Kl b e Qe dip Leblr S\ p NSy Bt S 16K A 55 0
st efel B RS el B U

Rt Lt i G Lo P e st s i £ B S S5 M K 5
Lz SIS B UKy e P S e 5 B e § K S I U
e b AE Tl S KN

LKAy Gonlnf Pl VLR K Ay s ot S K5 Jo e (F
Foa Lyt LJ?/}‘(}?JL}'{,)&%L?&/’&U!ﬂ[ul:uj&njjétaliéélg/@l/}
P Iy

,?/;Ju!;,?;JﬁjJugf[_uthgT/fé’r@“}iLJK,L/ :51y(‘§“;£2,/d/€,h/-r’
2 (WL SEK A G SISl S A Ut st QT LS 4

e B QT Z e o S St P F L L AL

LB Ly

SIE et st T FUs K o 2 e S B n§ B QT ST
B_ e A e QTS s S

A EF L B Eod e o I o (S U BB ST o

[120]



S SEL U B s b S etitve s o o1y Vu@uz’.)tf uub’aljtu’ 1] Al - Aijaz (Jan — March 2021)

POt s BN EIL 18 E By 5 £l st G GaTS s e s G K

I ok

Ln?erJV&%u:J?wg/aLlﬁldﬂﬁ.J@i Lz’_/téfl,l./ug»;fzfuﬁglgv'réuggff

HSAEUK Ay o E RIS £ QTS et Un s L os§ Bt

Sl bn

SIS il Pe oSl AL SFE St b ps§BAE S H S A

—etn (2T Lo ‘Létg@ugguﬁ’i&'j{ F

Z U2y }w‘tp;bﬁjij Cun I B 18 b L Yo F S AL B A S L

chu‘fw’?!uuﬁfuuK,L/ L,?)Ja/iu/‘f‘gu:..,@’/.w:/?_,?,JL/;,f,"uuKuuK,ff
34

-
¢

ZJJ@K.@J.Q{;'

e i Sy P IS P

Shari'ah rating is a process the purpose of which is to provide the public with an
independent appraisal that assesses the commitment of the management of a

financial institution to follow Shari'ah injunctions in their business and to avail
Muslims with an unbiased opinion on the Shari'ah quality of the Islamic banking and

$financial products offered to the public by that institution.
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“Shari’ah compliance and fiduciary rating - reflects a combined assessment of an IFI’s
relative state of compliance, duly reflected on a rating (or scoring) scale, with
standards, regulations and best practices (collectively called benchmarked

practices) with regard to (a) compliance with Shari’ah principles and rules, (b)
Shari’ah governance framework, (c) corporate governance practices related to
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Shari’ah governance, (d) transparency and disclosure, (e) ethics and values, and (f)

36fiducia1ry responsibilities and performance”.
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