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1-Justification of the Workings of Islamic Banking 

as it should be:
The difficulty lies, not in the new ideas,but in escapingfrom the

old ones,which ramify, for thosebrought up asmost of us have

been,into every corner of our minds. (KEYNES)

WHY TO JUSTIFY?
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1-Justification of the Workings of Islamic Banking 

as it should be:
WHY TO JUSTIFY?
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:

Money,in andof itself, is an almostperfectexpressionof

a large externality. Moneythenis judgedby him to be a

ñpublicgoodò.
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1-Justification of the Workings of Islamic Banking 

as it should be:

Rateof interest, moneyand more:
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1-Justification of the Workings of Islamic Banking 
as it should be:

Rate of interest, money and more:

Â Zero nominal rates of interest are necessary condition for 

efficient resources allocation. (Friedman).

Later: Chocherlakota, et al:

Zero nominal rates are not only necessary but sufficient for 

efficient resource allocation. 

Â Capital, in capitalistic system is artificially kept scare due to 

nominal rate of interest being positive (Keynes)
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1-Justification of the Workings of Islamic Banking 
as it should be:

: S+ȹM+DH=I

H ſ Hoarding ſ Liquidity preference ſ speculation;

DH=Dishoarding=-H; H>0   If;    ȹM=0  ŸS> IŸ unempl
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1-Justification of the Workings of Islamic Banking 
as it should be:

UNIDENTIFIED SUPPLY OF MONEY
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1-Justification of the Workings of Islamic Banking 
as it should be:

COOPERATION, JUSTICE, AND OPTIMALITY
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1-Justification of the Workings of Islamic Banking 
as it should be:
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1-Justification of the Workings of Islamic Banking 
as it should be:

INCREASING- SUM 

GAME

Justice (Ultimate Goal)

Pillars of Islamic economics: TRINITY CRITERIA

Interaction between and among pillars give rise to increasing-sum game
in an Islamic Economic System; the catalyst being social capital. 11



1-Justification of the Workings of Islamic Banking 
as it should be:

Ç

INTEGRATED MARKETS
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Schematic workings of two banking systems.
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2. The Operation of Islamic banking:

ITS ROLE IN INVESTMENT
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2. The Operation of Islamic banking:
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2. The Operation of Islamic banking:

ITS ROLE IN INVESTMENT
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ØB/ KB<ØF/ KF

ØB/ KB>ØF/ KF

ØB/ KB=ØF/ KF
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2. The Operation of Islamic banking: its role in investment.

a- CERTAINTY CONDITION

17



2. The Operation of Islamic banking: its role in investment.

b- RISK CONDITION :
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2. The Operation of Islamic banking: its role in investment.

b- RISK CONDITION
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