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Abstract:

Investing in securities in general and instruments in particular is
one of the activities whose importance increases day after day, given the
prevalence of dealing in them among investors and the magnitude of
funds invested in it. Hence, this became a basic economic activity having
clear-cut impact on the domestic and global economies that rely on it for
financing and promoting its economic growth.

In this research brief, we discussed the notion of instruments
including the definition, importance, origin, features and types. We
also underscored the idea of bonds in terms of their definition,
characteristics, and types, .then—similarities between bonds and
financing instruments.

We concluded that.the confusion®between instruments and
bonds is due to the similarity-between-them whereas both are issued
with a nominal value. In addition, the instruments. have an expected
return associated ‘with. that nominal value:and the \issue structure
includes arrangements that reduce the risk of fluctuations taking place
in the instrument-price and result in the stabilization of the sum that
may be regained at the.end of its term by the instrument holder.

The most important results reached between bonds and instruments:

» Instruments'régarding their nominal value-are not guaranteed by
the issuer, and\therefore-they are-not debt.owed by the issuer

» What is paid on“the instruments is_a profit from the activity in
which the instrument-holders ’funds or the revenue generated
from the assets owned are used according to the instruments.
These funds are not an interest based on the nominal value, while
bonds are usurious debts and loans are proprietary documents of
an asset that generates a return or a profitable investment

» When a project is liquidated, holder of the bond will have
priority to obtain the value of the bond and its agreed benefits,
while the owner of the instrument has no priority and the rate left
from assets of the project is paid to the owner after paying the
debts

» Regarding the nature and legal form, the instruments represent a
common share in accordance with the principle of sharing in
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profit and loss. Instruments are also considered a medium and
long-term investment while the bonds are a usurious loan with
fixed interest rates and a long-term investment
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FEO Vg gy kel Lo (il S
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(4)- "Sukuk are Islamic,/investment. certificates, similar ito conventional
bonds in that they allow sovereign and corporate entities to raise funds in

capital markets-but following the principles of ' Shari’a .which is the
Islamic legal code".~See: Christophe J. Godlewski .Rima Turk-Ariss .
Laurent Weill, .Are Islamic Investment Certificates Special? Evidence on
the Post-Announeement Performance of Sukuk Issues/.p.2.

(5)- "Sukuk are participatory. certificates-frequently conceived of as
Islamic bonds ."

Dr. Asyraf Wajdi Dusuki~&_Shabnam Mekhtar .Critical Appraisal of
Shari'ah Issues on Ownership in Asset-Based Sukuk as Implemented in

the Islamic Debt Market (INT'L SHARI'AH RESEARCH ACADEMY

FOR ISLAMIC FIN. (2010) .available at
http://uaelaws.files.wordpress.com/2012/03/critical-appraisal-of-shariah-
issues-on-ownership-in-asset-based-sukuk-as implemented-in-the-

islamic-debt-market. See: IRINA MARINESCU (Hastings Int'l & Comp.

L. Rev. Vol. 35:2 .Y+ Y ,supra .p. 452.
(6)- http://www.q8zoom.com/vb/ archive / index. Php/ t-10106.html.
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"a commercial paper.that provides an investor_With ownérship in an

underlying asset, “lt¢ s asset-backed.~trust “.certificates evidencing

ownership of an asset or its usufruct (earnings or fruits). It has a stable
income and complies with_the-principle of Shari’ah. Unlike conventional

bonds .Sukuk need to have an underlying tangible asset transaction
either in ownership or in a master lease agreement”. See: Mr. ljlal

Ahmed Alvi and others .SUKUK REPORT A comprehensive study of

the International Sukuk market .p. 5.
(10)-“ Certificates of equal value representing undivided shares in

ownership of tangible assets .usufructs and services or (in the ownership

of) the assets of particular projects or special investment activity”. (Page
298 of AAOIFT’s Shari’ah Standards for Financial Institutions 2004-5) .

See: Christophe J. Godlewski .Rima Turk-Ariss .Laurent Weill .Op .cit .
p. 6.
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v Al dgliia daand Adle Ghsl (2 " Ll (A V) Balall @ eCall Caupa yaat

j L_E)-“*A\ Ll cgc)]: R¥S u.u\.uj e Lle e s dued e Ly Y sadsa Badl
1Sk b daild Lawas Jidy cgalall ol aladl QlmsY) gyl e (sl cdleall
A gl o LKAl Al A Gapey Y] 8pdn oo Ll g Leilasase
Ge e o Adadl By Gl gl cdalall gl o LasSall bajaas ) <l
Ie<a) gl EDE 8 Lasaay Tosadll @i€s @l jpmsdaladl Ljlac¥) Galasl)
il ()5ils o gus e g9 3 e pdall il Al @l oCny G liain) @eSiay dall
o5 Ol els Lee Loty o parabal s osSallple Caipas b Jacly dlsSiall
O \glasadts (ol el sall/ iblasy datad) gleihiase Ll ¢a¥+ VY dud Y

Aoyt Jigad e€ia g Hlaial dKaS sdlsa (agua
(12)- " Sovereign_Shariah securities hereinafter referred to as SBSN .or
Sovereign sukuk .are'the Sovereign securities issued based on Syariah

principles .as\evidence of the participation in SBSN assets .issued both
in Indonesian Rupiah and foreign currencies."

(V) . YVY¥The Commission may .generally in.respect of this Act or in
respect of any particular provision of this Act; issue such guidelines and
practice notes as the Commission constders-desirable.

(Y)The Commission may revoke, vary, revise or amend the whole or any
part of any guidelines and practice notes issued under this section.

(Y)Subject to this Act or unless the contrary intention is expressly stated, a
person to whom the guideline or practice note referred to in subsection
(1) apply, shall give effect to such guideline or practice note within such
period as may be specified by the Commission.

(¢)Where a person referred to in subsection (3) contravenes or fails to give
effect to any guideline or practice note issued by the Commission, the
Commission may take any one or more of the actions set out in section

354 Yoo ,or 356 as it thinks fit.
Aol laa] Slebal (@sadl o3 b calalaiall dngl ciladaill s3a cyaal—(1Y)
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(14)- Guidelines on The Offering of Islamic Securities , Securities
Commission of Malaysia- took effect 26 July, 2004, p1.
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(41)- Dr-MOHD NAZRI' BIN-CHIK- sukuk:.*shariah guidelines for Islamic

bonds —islamic banking operations and regulatory framework workshop

—p6"

http://www.bankislam.com.my/enfdecuments/cinfo/sukuk_shariahguideline
s.pdf
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introduction-ge%CC%81ne%CC%81rale-.pdf
(46)- Elaine Housby — Islamic financial services in the united kingdom —
Edinburgh university press, ,Y <) Vp . see also: Mr. ljlal Ahmed Alvi, Dr.
Ahmed Rufai Mohammed and others, SUKUK REPORT, A
comprehensive study of the International Sukuk market, Vst Edition, p. 7
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(48)- Mohamed Ariff, Munawar._lgbal,.Shamsher Mohamad, The Islamic

Debt Market for Sukuk~Securitiesy The Theory and Practice of Profit
Sharing Investment,Edward Elgar Publishing, UK, Jan 1, ,Y+Y p.51 .
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