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ABSTRACT

This research article is part of a descriptive research on the Islamic finance system in ASEAN; it
analyzes the basic principles, financial transactions and financial products by collecting information and
concepts from al-Qur'an, al-Hadith and a variety of other documents, including primary, secondary and
tertiary sources. The contents were systematically analyzed, synthesized and divided into several subjects.
The research found that the Islamic finance system has to operate under the tenets of Islamic law, which are
found in (1) al-Quran, (2) al-Sunnah, (3) al-litihad, and (4) al-Qiyas, so financial transactions are prohibited in
many respects, including interest (Riba), risk (Khatar), gambling (Qimar), fluctuations (Gharar) and haram

business or investment. The Islamic financial system involves banks, insurance companies, mutual funds,
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investment banking and financial institutions for leasing. The system of financial products and services

comprise savings accounts, time deposits and overdrafts, like those of commercial banks. However, there is

a difference, in that the financial products are to strictly abide by Shari’ah, law while some products can be

used without modification.
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