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Application of Bayesian M acr o-econometrics for
Operationalizing Stress Test in Karafarin Bank

Hadi Heydari
Iman Nourbahksh

Abstract

This paper examines the transference of real, financial, and nominal shocks
to the balance sheet of one of the Iranian private banks using a Bayesian macro-
econometrics model. Bayesian vector autoregressive model with time varying
parameters (BVARTVP) consists of GDP growth, exchange rate, inflation rate,
and monetary base growth variables. The results show that macroeconomic
transactional changes are transferred to financiad bank statements including
bal ance sheets and Profit and Loss Statement, according to the transfer systems.
In a bad scenario for one the macroeconomic variables, i.e. exchange rate, the
effects of shock from the aforementioned variables on Capitd Adequacy Ratio
of the bank are examined.

Key words: Stress Test , BVARTVP

JEL:C50, C53, GO0

*MA at Financial Research Center
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Examining I slamic banking in Malaysia (M ethods of
Resources’ Equipment and Allotment)

Iman Gharib®

Abstract

Having great potentials in the field of Islamic banking and Islamic
financial markets, Malaysia is one of the prominent centers, and over the
past years Malay banks have been able to play an important role in attracting
Muslims and even non-Muslims’ liquidity utilizing new methods of Islamic
banking. Iran, as a country which has operationalized the non-interest
banking system in 1984, aso enjoys a set of comprehensive laws in this
respect. However, the country has not yet been able to succeed much in
Islamic banking unlike Malaysia in spite of its potentials and infrastructures.
Therefore, the present paper attempts to fully examine methods of allocation
and mobilization of resources in Malay Islamic banking system so as to
identify the gaps in the way contracts are executed in Iran’s banking system.
The paper first explicates the Malay Isamic banking system and then
examines methods of allocation and mobilization of resources with respect
to different types of contracts which can be used in combination with other
type to guarantee abiding by Islamic jurisprudence. All the information in
this research are based on literature reviews of documents produced by the
Malaysia’s Central Bank.

Key words: Islamic Banking, Maaysia, Resources Equipment, Resources
Allotment
JEL: E52, E50, J20
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Examining | lamic Banking in Saudi Arabia

Masoud K eimasi, Ph.D."
M ozhgan Salehi™
M aryam Mashhadi abdol™”

Abstract

Significant developments in Idamic banking over the last decades have
atracted many financia researchers. Saudi Arabia has the highest amount of
assets based on Idamic laws after Iran. Examining Idamic banking in Saudi
Arabiain the present study indicates that in despite of the fact that there are no
specific laws and frameworks for Idamic banking in that country and the initial
resstance of Saudi Arabian Monetary Agency (SAMA) against developing of
Islamic banking system, people’s need for this type of banking as well as banks’
innovations in providing services based on the Idamic Sharia in using some
contracts like Morabaha, have lead to an increase in the share of this type of
banking up to half of al that of the overdl banking system of Saudi Arabia
However, lack of ingpection on the part of SAMA and formation of various sdlf-
regulated religious coditions in Idamic ingtitutes have led to some controversies
about the accordance of the products and services with the Idamic Sharia,
thereby posing obstacles for development of Saudi Idamic banks especidly
outside the country. Yet, the exisence of the two systems of banking, i.e.
Idamic and conventional, and the competition between them especidly in
providing services based on the Shariafor covering its increasing demands, have
made promising perspectives for Idamic banking system in that country.
Key words: Bank, Idamic Banking, Saudi Arabia
JEL: K00, K22

* Ph.D. in Commerciad Management, Faculty Member at Tehran University, Head of
Researching and Strategic Planning, Center of Mellat Bank, keimasi @bankmellat.ir
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The Comparison between Islamic Banking in Iran with
other Countriesof the World

Hero Farabi*
Omid Tor abi**

Abstract
Currently, I1slamic banking is a well-devel oped and well-formed industry,

and there are different experiences of its application across the world. In this
article, we made an attempt to draw a comparison between Islamic banking
system and its processin Iran with some other Islamic countries like Turkey,
Saudi Arabia, Pakistan, Bahrain, Indonesia, and Maaysia. The research
method is descriptive-analytical; key performance indexes during 2003-2008
were extracted from IBI (Islamic Banking Intelligence) system, for the
aforementioned comparison. In addition to affirming the variety of
performances of Idlamic banking in these countries, the results clearly
indicate the efficiency and correspondence of the procedure of the
application of different indexes of Islamic banking like different contracts
with Islamic Shariain these countries.

Keywords: Islamic Banking, Key Performance Indexes.

JEL: KOO, K22
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Instruments and Derivative Productsin Islamic Banking
Philosophy and Practical Experiences

Hasan Golmoradi, Ph.D.

Abstract

Risk is an inseparable part of financial transactions. During the course of
time, a wide range of simple and complicated instruments like derivations
for covering and management have been created. In sum, derivations are
financia possessions or instruments whose value is derived from the
fundamental assets, and are used in global financial markets for a variety of
goals like hedging, and arbitrage.

In the recent decade, due to their importance and complexity, financial
derivations have won the attention of financial researchers. Despite of their
special role, importance, and leadership in current economy and banking
industry, current financial derivations are not in accordance with Islamic
rules perfectly. However, for the sake of accountability to the developing
and modern needs of the market, some of the Islamic countries and financial
institutions have made attempts to develop the internal logic of Islamic law,
and make use of the dynamic Islamic jurisprudence and financial engineers
assistance to provide opportunitiesfor designing and introducing instruments
and Islamic products for hedging.

This article deals with philosophy and practica experiences of the
instruments and new products of Islamic banking in Idamic financia
derivations. Although the mgjority of schools of thought and Islamic jurists
do not agree over the use of all these recent Islamic derived instruments and
even in some cases there are serious disagreement and explicit oppositions.
Nontheless, discussing and awareness of other countries and Islamic
institutes’ experiences in the creation of new Islamic derived instruments and
products can be beneficia to the process of contemplation and obtaining of
the best possible experience.

Keywords: Financial Derivatives, Structural Product, Islamic Hedging, Risk
Management
JEL:G13, G10, P40
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Misuse of the Terms of Civic Partnership Contracts in Islamic
Banking and a Comparative Study with the Directive
Teachings of the EU

Abbas Karimi, Ph.D.”

Yaser Moradi

Abstract

Today banks use different methods to grant facilities to their cusomers. For
ingance, there has been a sgnificant growth in usng civil partnership contracts,
among other contracts, in recent years for various reasons. Participation is one of the
methods of financing economic activity gpproved by the Idamic banking, which
accordingtoitslegd bass involvesthe merger of capitas of partners, and dl partners
havetheright to interfere and monitor its economic activity and management. Among
the basic concepts of partnership contract is division of the benefits and losses a the
end of the businessor contract, depending on theamount of capital investment by each
of them. However, the question arises whether in the bank's contracts with its
customers, the dipulation of conditions of the contract by the bank, may lead to
abudng of the superioriority and exploitation of customers o as to impase on them
conditions contrary to the principles of Idamic banking. Inthisresearch, an attempt is
made to answer thesequestions, and ded withdl of the conditions of the contractsfor
civic partnership in banks, comparing them with those of the European Union. The
results suggest thet in regards with dividing the benefits and loss, the obligation of
contract in its license for the Bank, requiiring the customer to buy partnership shares,
are impasing conditions mentioned in the contract. However, the European Union
does not prescribe any such conditions againg the customers.
Keywords Civil Patnership, Conditions Imposed, Exploitation Contradt,
European Union Directive
JEL : J00, KOO
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The Experience of Different Islamic Countries in Using
Financial Instruments in Accordance with Shari’ah
(the religious law) in the Islamic Inter-banking Money Market
Kamran Nadri, Ph.D.”

Layla Mehrabi

Abstract

Idamic banks and financid inditutions are faced with many condraints
especialy in relation to inter-banking transactions with other banks as well as
conventional banks. Attaining the money-market instruments which are in
accordance with Shari’ah (the religious law) are both limited and diverse in
different Idamic countries. Meanwhile, the central bank's short-term financing
instruments are often not compatible with the principles and rules of Shari’ah.
Hence, with respect to the Idamic banks and financia ingtitutions, the liquidity
management by the central bank is gill in its infancy and there are till some
concerns over the idea whether the money in an Idamic perspective can fulfill
its main duty, that is the coordination between the monetary section and the redl
section through controlling the money supply. Given the importance of this
issue, steps have been taken in recent years to expand monetary policy tools in
Idamic countries. Emphasizing the experience of countries such as Malaysia,
Sudan, Indonesia, and Bahrain, this paper presents and reviews the structure and
properties of the tools used by Idamic banks and financia ingtitutions aswell as
by other banksin order to manage liquidity on the interbank market. Further, the
centra bank's tools for open market operations and government financia
fulfillment in the interbank market are andyzed and finally the tools of the
central banks and governments to grant credit facilities as the final lender are
discussed.

Keywords. Idamic Banking, Monetary Policy, Central bank, Interbank Market.

JEL: E40, E44, P40
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