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Istisna’ Investment in Islamic Banking: Analyses of
Principles and Application

ABSTRACT

In contemporary Islamic Banking Industry istisna® as an investment
product has gained familiarity. Istisna’® (¢ liaiu] 2ic) can be defined as a
contract to construct something within a stipulated timeframe and in a
certain manner. Istisna‘ contract is appropriate for provioing liquidity
for construction projects which has been proposed or is in the process of
being built. In many countries nowadays large construction projects
including power plants, airports, seaports, highways etc. are financed
using istisnda“ contract. This paper aims to discuss and analyze the
definition of istisna‘ its legal analyses, application and investment
sectors of istisna‘in Islamic Banking system. Employing descriptive and
analytical methods, the paper facilitating the understanding of various
key issues related to istisna® and its practical application by Islamic
banks and financial institutions as well as procedures of issuing and
investing istisna " sukiik.

Keywords:  Istisnd‘;  istisnd‘ investment; Islamic  banking;
infrastructural development, istisna’ sukiik.
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It is permissible for the institution to buy items on the basis of a
clear and unambiguous specification and to pay, with the aim of
providing liquidity to the manufacturer, the price in cash when
the contract is concluded. Subsequently, the institution may enter
into a contract with another party in order to sell, in the capacity
of manufacturer or supplier, items whose specification conforms
to the wishes of that other party, on the basis of parallel istisna,
and fulfill its contractual obligation accordingly. This is
permissible on condition that the delivery date stipulated in the
parallel contract must not precede that stipulated in the original
purchase contract, and moreover, the two contracts should
remain separate from each other.
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