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Abstract
The provision of collateral  or security is imperative in modern banking as  it serves as  a  significant form of risk
mitigation against customer’s default in financing activities. One of the most common security instruments utilized by
financial institutions is a  charge . In the context of a  client which is a  body corporate, it may create either a
fixed or a  floating  charge . A  floating  charge  has some unique features whereby it constitutes a  charge
on a  class of a  company’s present and future assets. From the Shari’ah perspective, an Islamic  financial
institution’s collateral  arrangements must primarily comply with the Shari’ah. The unique feature of a  floating  
charge  where the charged assets may constantly change from time to time may require thorough Shari’ah

deliberation to determine its Shari’ah status. This paper specifically analyses floating  charge  from the Shari’ah
perspective juxtaposing the discussion with the known legal characteristics of a  floating  charge  under the law.
The paper evaluates the compatibility  of floating  charge  with the Shari’ah, using rahn contract and requirements 
as  the benchmark framework. From the assessment, it is observed that a  floating  charge  does not fulfil the

rahn requirements as  stipulated by the majority of jurists (Hanafi, Shafi’i and Hanbali). Nonetheless, the Maliki
opinion tolerates the features of floating  charge  involving uncertain or unknown assets. In this regard, Maliki
jurists are generally of the view that rahn is a  secondary contract, hence, it remains valid even when there are gharar
elements in the rahn asset. Another issue in a  floating  charge  is the possibility of the charged assets becoming
Shari’ah non-compliant or mixed with Shari’ah non-compliant assets in the future. The Malikis along with the majority
of classical jurists do not allow rahn on impermissible assets. However, the paper finds some contemporary Shari’ah
opinions arguing that they can still be used as  marhun, provided that the prohibited elements are external and can
be eliminated/excluded. © International Islamic  University Malaysia (IIUM).

Author keywords
Collateral Floating  charge Islamic  banking and finance Islamic  law Rahn

Funding details

Funding text
This paper is part of the findings obtained by the authors in the course of a research commissioned and funded by
International Shari’ah Research Academy for Islamic Finance (ISRA) entitled “Modern Collateral Instruments and
Underlying Assets for Collateral: A Shariah Compatibility Analysis”.

◅ Back to results

 Export  Download  Print  E-mail  Save to PDF ⋆ Add to List  ▻More...

Al-Shajarah
Issue Special Issue: ISLAMIC BANKING AND FINANCE, 2018, Pages 191-224

Ali, E.R.A.E.a Sulaiman, A.N.b Haron, M.N.c

a

b

c

 View references (39)

ISSN: ISSN: 13946870
Source Type: Source Type: Journal
Original language: Original language: English

Document Type: Document Type: Article
Publisher: Publisher: International Islamic University Malaysia

PlumX Metrics
Usage, Captures, Mentions,
Social Media and Citations
beyond Scopus.

Metrics 

0 Citations in Scopus

0 Field-Weighted

Citation Impact

Cited by 0 documents

Inform me when this document
is cited in Scopus:

 

Related documents

(2017) Commercial Remedies:
Resolving Controversies

,  ,

(2017) Global Journal Al-Thaqafah

(2017) Commercial Remedies:
Resolving Controversies

  

Find more related documents in
Scopus based on:





Set citation alert ▻

 ▻Set citation feed

Flawed assets clauses

Gullifer, L.

Methods of preventives to keep
birth control in the Quran

 Noor, A.Y.M. Al-Halbusi, S.J.
Mokhtar, A.M.

Equitable set-off

Turner, P.G.

View all related documents based
on references

 ▻Authors  ▻Keywords

https://www.scopus.com/home.uri?zone=header&origin=searchbasic
https://www.scopus.com/results/results.uri?sort=plf-f&src=s&st1=The+use+of+floating+charge+as+an+Islamic+collateral+instrument%3a+A+shariah+compatibility+analysis&st2=&sid=48e925860e4fa382354f7052ce19249c&sot=b&sdt=b&sl=111&s=TITLE-ABS-KEY%28The+use+of+floating+charge+as+an+Islamic+collateral+instrument%3a+A+shariah+compatibility+analysis%29&offset=1&origin=recordpage
https://www.scopus.com/sourceid/21100218383?origin=recordpage
https://www.scopus.com/authid/detail.uri?authorId=55329803300&amp;eid=2-s2.0-85060062442
https://www.scopus.com/authid/detail.uri?authorId=57205439425&amp;eid=2-s2.0-85060062442
https://www.scopus.com/authid/detail.uri?authorId=55751833700&amp;eid=2-s2.0-85060062442
https://www.scopus.com/standard/help.uri?topic=12031
https://plu.mx/plum/a/?elsevier_id=2-s2.0-85060062442&theme=plum-scopus-theme
https://www.scopus.com/results/rss/handler.uri?citeEid=2-s2.0-85060062442
https://www.scopus.com/record/display.uri?origin=recordpage&zone=relatedDocuments&eid=2-s2.0-85047911970&citeCnt=0&noHighlight=false&sort=plf-f&src=s&st1=The+use+of+floating+charge+as+an+Islamic+collateral+instrument%3a+A+shariah+compatibility+analysis&st2=&sid=48e925860e4fa382354f7052ce19249c&sot=b&sdt=b&sl=111&s=TITLE-ABS-KEY%28The+use+of+floating+charge+as+an+Islamic+collateral+instrument%3a+A+shariah+compatibility+analysis%29&relpos=0
https://www.scopus.com/authid/detail.uri?origin=recordpage&authorId=55110363100&zone=relatedDocuments
https://www.scopus.com/record/display.uri?origin=recordpage&zone=relatedDocuments&eid=2-s2.0-85040633528&citeCnt=0&noHighlight=false&sort=plf-f&src=s&st1=The+use+of+floating+charge+as+an+Islamic+collateral+instrument%3a+A+shariah+compatibility+analysis&st2=&sid=48e925860e4fa382354f7052ce19249c&sot=b&sdt=b&sl=111&s=TITLE-ABS-KEY%28The+use+of+floating+charge+as+an+Islamic+collateral+instrument%3a+A+shariah+compatibility+analysis%29&relpos=1
https://www.scopus.com/authid/detail.uri?origin=recordpage&authorId=57193740491&zone=relatedDocuments
https://www.scopus.com/authid/detail.uri?origin=recordpage&authorId=57200285150&zone=relatedDocuments
https://www.scopus.com/authid/detail.uri?origin=recordpage&authorId=57200150432&zone=relatedDocuments
https://www.scopus.com/record/display.uri?origin=recordpage&zone=relatedDocuments&eid=2-s2.0-85047961689&citeCnt=0&noHighlight=false&sort=plf-f&src=s&st1=The+use+of+floating+charge+as+an+Islamic+collateral+instrument%3a+A+shariah+compatibility+analysis&st2=&sid=48e925860e4fa382354f7052ce19249c&sot=b&sdt=b&sl=111&s=TITLE-ABS-KEY%28The+use+of+floating+charge+as+an+Islamic+collateral+instrument%3a+A+shariah+compatibility+analysis%29&relpos=2
https://www.scopus.com/authid/detail.uri?origin=recordpage&authorId=56288228900&zone=relatedDocuments
https://www.scopus.com/search/submit/mlt.uri?eid=2-s2.0-85060062442&src=s&all=true&origin=recordpage&method=ref&zone=relatedDocuments
https://www.scopus.com/search/submit/mlt.uri?eid=2-s2.0-85060062442&src=s&all=true&origin=recordpage&method=aut&zone=relatedDocuments
https://www.scopus.com/search/submit/mlt.uri?eid=2-s2.0-85060062442&src=s&all=true&origin=recordpage&method=key&zone=relatedDocuments

