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ABSTRACT

There is no doubt that after adopting different Islamic modes of
financing, Islamic banks are showing the way to the people in which they
could get rid of interest and it is a great achievement. But it is also
necessary for Islamic banks to invest in partnership based modes of finance
like ‘Shirkah’ and Modaraba’. A keen look upon goals of Shariah shows
that it is a great flaw in Islamic banks that they still are not able or trying to
invest via‘Shirkah’ and Modaraba’. Whenever we utter the word ‘Islamic
banking’ this not only reflects the transitional modes of financing but also
shows the ideal ones as well. This article discusses the potential and
practical methods of investment on the basis of ‘Modaraba’. There are some
prevailing modes of finance similar to Islamic mode ‘Modaraba’, like
‘Venture Capital’, ‘Merchant Banking’ and ‘Holding Company’. After
some modifications according to Shariah they could easily adapt these
modes for the purpose of partnership based financing and step forward to
achieve the goals of Shariah. If Islamic banks adapt these modes they could
rapidly grow in there field in real sense.
Keywords: Islamic banks, Venture Capital, Merchant Banking, Holding
Company Partnership, Goals of Shariah.
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A holding company is a company or firm that owns other companies'

outstanding stock. It usually refers to a company which does not produce

goods or services itself; rather, its purpose is to own shares of other

companies. Holding companies allow the reduction of risk for the owners and

can allow the ownership and control of a number of different compalnies.17
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part of the new corporation's stock. 8
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A merchant bank is a financial institution which provides capital to
companies in the form of share ownership instead of loans. A merchant bank

also provides advisory on corporate matters to the firms they lend t0.23

2 Holding companies,p:2

** Merchant Banking,p:2 retrieved August 10,2011 from:http://www.en.wikipedia.org
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In banking, a merchant bank is a financial institution primarily
engaged in offering financial services and advice to corporations and to
wealthy individuals. The term can also be used to describe the private equity

activities of banking.24
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** Merchant Banking, p:1retrieved August 10,2011 from: httpi/ / www.in.answers.yahoo.com/ queation
* Ibid
* Merchant bank Definition, retrieved August 10,2011 fromthttp:/ / www.investopedia.com
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*” Merchant Banking,pp:2,3 retrieved August 10,2011 from:httpi/ / www.en.wikipedia.org

2 Meir Kohn,Merchant banking in the medieval and early modern economy, pp: 1,2,3,4,5, Hanover, 1999
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