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legislations for structuring Islamic
finance industry in Iran

After Islamic revolution in Iran in 1979, new
constitution in principle 43 enforced the financial
system for all of the activities to get complied with
Islamic Shariah laws

For this, now there should not be any instrument
neither issued nor traded that contradicts Shariah.

Some articles of the law for trading enacted in 1939
were modified.

Some laws such as the capital market act, riba free
banking act are amongst the main rules in
structuring the financial system.



An overview on Islamic financial
Instruments in Iran

According to Iranian constitution, one may
claim that there is no instrument that clearly
contrdicts shariah laws.

Important types of Shariah compatible
instrument include:

Islamic Equties
Musharakah sukuk
ljarah sukuk
Murabaha sukuk
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Institutions responsible for risk
management in lran

Securities and Exchange organization as the
regulatory body for capital market

Central bank as the regulator of money
market

investment banks that facilitate fund raising

Islamic insurance for providing insurance
during some financial activities



Some mechanism for risk
management in lran

Risk in Islamic finance in many cases
inherently exist ans Shariah compatible
finance does not agree with elimination of risk
in all areas.

Some cases of inherent risks:
profit rate for variable income sukuk

risks associated with the principals in ljarah
and Salam sukuk



Continued

® Some risk management mechanism in Iran:

v’ In Sukuk:

v principal guarantee by the originator

v'principal guarantee by an Islamic insurance
provider

v'liquidity guarantee for investors through buy/sell
obligations by a third party (i.e. other than the
issuer and investors)
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* Some risk management mechanism in Iran:
* inislamic equities
— Introducing a Shariah compatible model for Single
Stock Futures

— Introducing a Shariah compatible model for
Embedded put options for equities

— Launching Islamic Index Funds



Continued

* Some risk management mechanism in Iran:

* |n Islamic Funds
— Liquidity risk management via unit
issuance/redemption process

— Profit risk managment via necessity of fund
manager for investing in fixed income sukuk

— minimal profit guarantee for unitholders by a
separate third party
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