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Abstract

The harsh, strict, solid and comprehensive impact of the economic and financial sanctions and
bans on the Islamic Republic of Iran directs this country to various resources outside the
international markets dominated by the United States. Conversely, the gold and oil markets are
the two most important markets. It is 2 known fact that the citizens of the Islamic Republic of
Iran have a positive cultural attitude towards gold. They can easily invest in gold, gold-related
materials and jewellery. Moreover, gold is an important medium of exchange in international
and regional economic and financial transactions. On the other hand, the country has abundant
oil resources. Therefore, countries wishing to do business with the Islamic Republic of Iran
should be aware of these facts. Depending on the acceptance of oil and gold in the Islamic
Republic of Iran, this research aims to analyse the relationships between gold and oil returns and
the main macroeconomic variables of the Islamic Republic of Iran. A Mixed-Data Sampling
(MIDAS) regression methodology is used to realise the analysis. This analysis shows that gold
and Brent oil returns methodologically affect Iran's economy in terms of unemployment rate,
inflation rate and GDP growth. In order to achieve these results, a mixed data sampling
(MIDAS) regression methodology was used, which mainly focuses on eliminating lag and
frequency differences between variables in time series analysis. The results shed light on the fact
that the economy of the Islamic Republic of Iran is vulnerable to gold and oil prices. Even small
changes in the global gold and oil markets can cause significant events in the international,
macro and micro conditions of the Islamic Republic of Iran.

Keywords: Islamic Republic of Iran, Brent Oil, Gold, Midas Regression, Financial Returns.

Oz
Iran Islam Cumhuriyeti'ne yonelik ekonomik ve mali yaptirim ve yasaklarin sert, katt ve kapsaml
etkisi, bu itlkeyi ABD'nin hakim oldugu uluslararasi piyasalarin disinda gesitli kaynaklara
yonlendirmektedir. Buna kargilik altn ve petrol piyasalart en énemli iki piyasadir. Iran Islam
Cumbhuriyeti vatandaglarnin aluna kargt olumlu bir kiiltiirel tutuma sahip oldugu bilinen bir
gergeknr Aluna, alunla ilgili malzemelere ve miicevherata kolaylikla yatlrlm yapabllmektedlrler
Ayrica alun, uluslararast ve bélgesel ekonomik ve finansal 1§lemlerde Snemli bir degisim aracidir. Ote
yandan, iilke bol miktarda petrol kaynagina sahiptir. Dolaysstyla Iran Islam Cumbhuriyeti ile is yapmak
isteyen tlkeler bu gerceklerin farkinda olmalidir. Bu aragtirma, Iran Islam Cumbhuriyeti'nde petrol ve
alunin kabul gérmesine baglt olarak, altin ve petrol getirileri ile fran Islam Cumbhuriyeti'nin temel
makroekonomik  degiskenleri atr.asmdaki iliskileri analiz etmeyi amagclamaktadir. ~Analizi
gerceklestirmek icin Karma Veri Orneklemesi (MIDAS) regresyon metodolojisi kullandmustr. Bu
analiz, alun ve Brent petrol getirilerinin metodolojik olarak Iran ekonomisini igsizlik oran, enflasyon
orant ve GSYIH buyumem agisindan etkiledigini gostermektedir. Bu sonuglara ulasmak igin, zaman
serisi analizinde temel olarak degiskenler arasindaki gecikme ve frekans farkliliklarint ortadan
kaldirmaya odaklanan karma veri érnekleme (MIDAS) regresyon metodolojisi kullanilmugtir.
Sonuglar, Iran Islam Cumbhuriyeti ekonomisinin altm ve petrol fiyatlarina kargt klrllgan oldugu
gercegine 15tk tutmaktadir. Kiiresel alun ve petrol piyasalarindaki kiiiik degisiklikler bile Iran Islam
Cumbhuriyeti'nin uluslararasi, makro ve mikro kogullarinda 6nemli olaylara neden olabilir.

Anahtar Kelimeler: Iran Islam Cumhuriyeti, Brent Petrol, Alun, Midas Regresyonu, Finansal
Getiriler.
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A Midas Regression Approach...

Introduction

The revolution of the State of the Iran Islamic Republic (IIR) has a lot of layers if it is
concentrated on the last 75 years such as the rise of the extremist Shia movement,
the Islamic Revolution, the wars and conflicts in the Middle East Region (relationship
with Iraq), high tensions with Europe and USA and problems in international oil
politics. IIR stays often in the middle of high pressures under international sanctions
and bans that have financial and economic results depending on, such as its nuclear
policies, and its governance understanding.

Out of the external and internal politics, the sanctions and bans deeply impact the
state of the IIR’s economy. For example, Samadi et al. (2021: 35) state that negative
events such as COVID-19 and financial and economic crises double the impacts of
the sanctions and bans. Furthermore, they maintain that variables of the inefficiency
of the policies adopted, macroeconomic indicators such as high inflation, high
inflation expectations, rampant unemployment, deepening recession and increasing
devaluation of the national currency are showing the economy's fragile state. In this
viewpoint, I[IR should find its method to overcome the negativities of the
international financial context. Furthermore, Zeinedini et al. (2022:7) argue that
there is no significant relationship between world gold prices and the Iran Stock
Exchange index but, there is a negative and significant relationship between OPEC
oil prices and the Tehran Stock Exchange index in the Covid-19 period. Out of a
shortage or a huge financial-related catastrophe such as Covid 19, this research
investigates the long-term relationship between returns of oil and gold and IIR’s
critical macroeconomic variables of GDP Growth, Unemployment rate and Inflation
rate. It will serve to fill a research gap in how macroeconomic variables are impacted
by returns of oil and commodities in a sanctioned and banned country between the
years 1991 and 2023.

Yalcinkaya and Tuglu (2021) summarised how the IIR reaches the international
financial markets to finance its economy and the most favourable method is gold
payment to oil trades under international financial sanctions with China, India and
Turkiye, therefore attitudes of the international investors (returns) toward oil and
gold are important in the absence of a specific payment system such as SWIFT
(Society for Worldwide Interbank Financial Telecommunication). In their analysis,
Yildiz (2020) and Kiipeli (2016) affirm the existence of an economic bottleneck even
after the sanctions of bans related to nuclear program activities. According to
Carswell's (1981:260) analysis, the history of sanctions and bans in IIR is older than
its current situation and has different identities in comparison with sanctions and
bans of China, Cuba and Vietnam. Nevertheless, the IIR is not the only country that
suffers from the hard sanctions and bans of the United States, there were 60
sanctions on 35 countries at the beginning of this millennium and this situation
opened its doors to a new gold market (Taskinsoy, 2019: 22). Despite these hard
conditions, IIR continues to take its place in international markets with its partners
with fluctuations. Table 1 shows the economic relationships of the IIR between the
years of 2018, 2019 (first six months) and 2019 (second six months) and the great
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majority of these international trades were originally developed around the
strategic commodities, of oil and gold.

Table 1. IIR’s trade volumes with countries

Countries 2018 Million US | 2019 Million US | 2019 Million US | Change (%)
EU 28 21,470 4,280 4,602 -80
China 35,100 23,200 23,202 -34
India 17,570 7,300 7,308 -58
Iraq 9,550 12,000 12,000 26
Turkey 9,320 5,590 5,590 -40
S. Korea 6,4 2,60 2,60 -60
Japan 4,140 1,180 1,180 -72
Afghanistan 2,530 1,950 2,330 -23
Others 31,720 14,020 27,720 -56
Total 137,800 72,100 86,530 -48

Source: IRAM, Center for Iranian Studies in Ankara, 2020.

Moreover, the main impacts of US sanctions and results of these developments can
be in the following fields such as i) Economic, social, cultural and political
development domains, ii) Macroeconomic fields such as GDP, inflation,
unemployment, industrial production and investment, poverty and immigration, iii)
The negative sentiments in oil exports, stock exchange markets and financial
markets, iv) Extension of sanctions in non-oil sectors such as iron, steel, aluminium
and copper (IRAM, Center for Iranian Studies in Ankara, 2020). The country has
suffered from these kinds of unbalanced sanctions for almost 50 years.

The IIR suffers from these high-degree sanctions, therefore the state had no option
the regulate its economy soundly and comprehensively. Finding the correct strategy
to form the correct financial management portfolios is another important problem
for Iranian investors under these regulations. Qil for food and life is the only strategy
for this state. And the importance of oil and selling oil is only one option in the short
term and middle term to economize the nation (Shirvani and Volchenkov, 2022)
Under harsh sanctions of the US and sometimes international order, the markets of
IIR are so far from US Dolar and its calming impacts for countries, for these reasons,
the country realizes oil and gold-based financial and economic transactions.

To be a part of the international financial system, to ensure financial
interdependence with other countries and to integrate regional and continental
economic and financial associations are essential goals for a state. Especially, an
efficient and effective state should complete all of these steps to draw an economic
perspective in terms of high-tech products and services, sustainability and energy
policies.

In light of the arguments above, the research gap is formed around the questions of
whether or not IIR’s two main and general commodities’ returns (oil and gold) have
impacts on the macroeconomic variables. While realizing an analysis on this
question, a Mixed-Data Sampling (MIDAS) analysis will be useful to work on the
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problem of the frequency of the macroeconomic variables in the light of the
arguments of Andreu et al. (2013) regarding the usefulness of daily data in MIDAS
analysis of Macroeconomic Models. There will be a literature review and some
statistics in the second section of this research, a presentation of economic variables
and methodology will be in the third part, discussion and conclusion will be in the
last part.

1. Literature Review

The economic situation of IIR has been subjected to a lot of research for many years
because of its idiosyncratic character in terms of sanctions and bans in many
scientific papers. In particular, gold and oil-depended analyses and detailed impacts
of sanctions are subjected to specific statistical and econometric models. And they
have taken great attention. For example, Zamani et al. (2022) underline that
sanctions have a low and positive impact on the exchange rate with a Markov
switching analysis, Mashayekhi et al. (2013) show the impacts of world gold prices
on the exchange rates of [IR. Zeinedini et al. (2022) argue a negative and significant
relationship between OPEC oil prices and the Tehran Stock Exchange index. There is
no significant relationship between the world gold price and the Tehran Stock
Exchange index with a quantile regression. Samadi et al. (2021) maintain that oil
prices had a low co-movement with the stock exchange, exchange rate and gold
markets in IIR markets and Covid has affected these relationships. Fattahi and
Moghadam (2023) state that international interdependence and integration are very
important for the Iranian financial markets. US sanctions mainly affect these
relationships. In the long run, the interdependence and integration of financial
markets increase. The highest impact on the interdependence of financial markets
in the short run. And medium run is related to the exchange rate and gold price.
Movahedizadeh et al. (2014) show that there is a positive correlation between stock
returns and oil prices and gold prices between the years of 2006 and 2012 in IIR.
Total oil supplied and consumer price index have a negative relationship with the
stock index. While gold price and consumer price index have a short-run
relationship with the TSE index at a 10% significance level this amount for the oil
price is significant at 5% and there is no significant short-run relationship between
supplied oil and Tehran stock returns. Shakeri et al. (2023) confirm a mutualism
between cryptocurrency volatility and gold and oil prices. Volatility in oil and gas
prices has a positive effect on cryptocurrency volatility in IIR. Sedigh et al. (2022)
reveal the relationships between the stock market and the foreign exchange market,
the global oil and gold markets are non-linear. This dependence is different during
the boom and recession periods. In extreme conditions of the market such as crisis
time, these dependencies are increasing between 2011 and 2019. Mahmoudinia
(2021) frames a research model and affirms that the coefficients of monetary policy,
exchange rate and currency crisis on the food prices in different quantiles are
positive and significant between the periods of 2004 and 2008. Kasaeezadeh (2022)
aims to seek answers to the questions of the selection and development of [IR’s new
criteria in oil contracts. In this context, the criteria of providing and attracting
foreign investment, the balance between risk and reward, expected return, flexibility
and safety withdrawal from the reservoir have been given higher priority in the
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financial system depending on oil contracts. Roudari et al. (2023) show that
institutional quality brings about an improvement in the stock market in the
medium term; however, without institutional quality, there is only an improving
short-term effect between 1984 and 2020. Monjazeb (2014) states that World oil
prices, with a lag, had a significant positive impact, and gold prices had a significant
negative impact on the stock return of banks for the period of 2008 to 2012.

On the other side, commodity prices gain importance in macroeconomic balances in
the global context. Yin and Han (2015) state that the macroeconomic policies of
China and the United States have determinative impacts on commodity prices. From
this work, it can be concluded that commodity prices can be a pressure actor for the
emerging world. Moreover, Jacks and Stuermer (2020) maintain that price
fluctuations and shocks should be evaluated according to demand and supply
analysis. The necessary policy answers to the developing and emerging world for
these shocks cannot be effective sometimes (Siklos, 2021) as in the example of
Knittel and Pindyck (2016).

The Iranian gold and oil trade and the prices of these commodities have great
importance in nourishing this country’s economy under the hard and
comprehensive conditions that are raised by sanctions and bans in Figure 1 (only for
the year 2020, the process is older than this timetable). According to Figure 1, the
sanctions are aimed at hitting the most important sectors and industries of IIR such
as Energy, Aviation, Metal and Finance. Other sanctions can be examined under the
groups of intelligence, military and political relationships.

International Journal of Islamic Economics and Finance Studies 11/1 (March 2025)
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Figure 1. IIR Sanctions of USA

U.S. SANCTIONS ON IRAN | 2020
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Source: Geopolitical Futures, 2020, https://geopoliticalfutures.com/us-sanctions-on-iran-in-2020
26.12.2023.

2. Methodology

To create an understanding of Iran Islamic Rebuplic’s current situation in terms of
economics and financial relationships, a MIDAS Regression is utilized. The frequency
of variables, timespans and resources of the data are given in Table 3. As it
concentrates on the reality of oil and gold dependence of the IIR, it can hypothesized
that these two variables should have a relationship with the main macroeconomic
variables.
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Variable Variable Frequency Data start Data finish | Resource of
Explanation Data

Gold Price Gold price in | Daily 01.01.1991 31.12.2022 investing.com
the world
market

Brent Oil Price | Brent 0il | Daily 01.01.1991 31.12.2022 investing.com
price in the
world market

Iran  Islamic | GDP Value of | Yearly 1991 2022 Worldbank.com

Republic’s GDP | Iran Islamic

Growth Republic

Iran  Islamic | GDP Value of | Yearly 1991 2022 Worldbank.com

Republic's Iran Islamic

Inflation rate Republic

Iran  Islamic | GDP Value of | Yearly 1991 2022 Worldbank.com

Republic's Iran Islamic

unemployment | Republic

rate

To reach return values, the following statistics are utilized on both the Gold and
Brent oil prices,

Rs=[(Pid) - (Pie1)] / (Pie1)

Where,

Rs = Return of World Gold and Brent Prices,
P = Price of the World Gold and Brent Prices,
i = Variable ( Gold or Brent ),

t= Time.

The results of the Phillips Perron (PP) and Augmented Dickey-Fuller(ADF) unit root
tests are given in Table 4. Unit root tests are necessary to yield correct analysis
results from the time series. They are a requirement and rule of thumb for MIDAS
regression. T the correlation between dependent variables is given in Table 5.
According to the results, there are no problems regarding multicollinearity because
of the relatively low correlation values ( r = 0.70)
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Table 4. PP and ADF unit root test results.

Variable ADF PP
t P value %1 t statistic | P value %1
statistic Critical Critical
Value Value

Gold Return -90.673 | 0.000 -3.430 -90.702 0.000 -3.430
Brent Oil Return -92.327 | 0.000 -3.430 -92.327 0.000 -3.430
Iran Islamic Republic’s | -5.295 0.000 -3.661 -5.302 0.000 -3.661
GDP Growth
Iran Islamic Republic’s | -6.590 0.000 -3.679 -15.281 0.000 -3.670
GDP Growth [1]
Iran Islamic Republic's | -2.766 0.074 -3.661 -2.778 0.073 -3.661
Inflation rate
Iran Islamic Republic's | -7.292 0.000 -3.670 -7.292 0.000 3.670
Inflation rate [1]
Iran Islamic Republic's | -3.222 0.028 -3.661 -2.286 0.1823 3.661
unemployment rate
Iran Islamic Republic's | -4.748 0.006 -3.670 -7.755 0.000 -3.67017
unemployment rate [1]

Table 5. Correlation Relationships between variables.

Growth Inflation Unemployment
Growth 1.00
Inflation -0.12 1.00
Unemployment 0.13 -0.36 1.00

Today, frequencies of data have great importance in utilising specific analysis.
Investors focus on yearly profits, monthly profits and daily profits since the forms
and designs of the financial markets. Besides these, there are different opportunities
to make profits benefiting from the advantage of high frequency such as per hour,
per minute and even per second. On the theory side, the arrangement and analysis
of data because of frequency differences is a real problem. To solve this frequency
problem MIDAS (Mixed-Data Sampling) type regression equation was developed.

In the traditional type of time series, both the dependent and independent variables
share the same frequency. This is a must. To resolve the frequency problems,
alignment methods are utilized on the time series (Armesto et al., 2010; Guliyeyv,
2018). According to Ghysels's (2004) presentation, the frequency of the dependent
variable can be less than the independent variable. According to the features of the
data in Table 3, the MIDAS approach is an important method to measure the
relationship between, GDP Growth, Inflation, Unemployment and Brent and Oil
returns with the following mathematical formulation.
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Ye = Po+ 1B (L%; 9) x™ 4™
Equation.1
fort=1,..,T,
where,

yt is a lower frequency Variable,

(

tm)is the high-frequency variable,

X

1
B1B(Lm; 0)x£m) = is a lag operator,

eﬁ’") = error term.
To overcome the multicollinearity problem in the distributed lag, the Alman lag

polynomial is an often-used technique with the following mathematical formulation
(Almon, 1965);

B(k;0) = f:o 0;kl.......... p signifies the degree of the polynomial, and it's
important to note that p < k. In this analysis, this methodology is utilized for its
flexibility and accuracy.

Equation.2
3. Empirical Findings

The relationship between GDP Growth and Brent Oil, Inflation and Brent Oil and
Unemployment and Brent Oil according to MIDAS regression can be presented in
Table 5. The first section of the findings shows the relationships between time series
which have different frequencies (term structures). The utilization of the Midas
regression and representations of findings are designed according to (Khan and
Raza, 2023).

Table 6. GDP Growth, Inflation Rate, Unemployment Rate and Brent Oil Returns

Dependent Variable (GDP Dependent Variable Dependent Variable
Growth) - Independent (Inflation Rate) - (Unemployment Rate) -
Variable ( Brent Oil Independent Variable Independent Variable
Returns[1]) ( Brent Oil Returns[1]) ( Brent Qil Returns [1])
PDLO1 22.484* PDLO1 168.298 PDLO1 1.230
PDL02 -6.879 PDL02 -208.473 PDL02 -1.518
PDLO03 0.820 PDLO3 53.616* PDL03 0.194
Lag 00 16.426 Lag 00 13.441 Lag 00 -0.093
Lag 01 12.012 Lag 01 -34.183 Lag 01 -1.028
Lag 02 9.240 Lag 02 25.424 Lag 02 -1.575
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Lag 03 8.111 Lag 03 -1.734
Lag 04 8.625 Lag 04 -1.504
Lag 05 10.781 Lag 05 -0.886

Lag 06 0.120

*=0.10, ¥**=0.05, ***=0.01 significance level

According to the main results in Table 5, there are relationships between GDP
Growth and Brent Oil Returns with a significance of 0.1 and PDL value of 22.484 and
Inflation Rate and Brent oil returns with a significance of 0.1 and PDL value of
53.616. These values suggest that the relationship between GDP Growth and Brent
Oil Returns and the Inflation Rate and Brent Oil Returns are positive and significant.

Additionally, the lagged Brent Oil returns coefficients remain statistically significant
up to lag 7 for GDP Growth, up to lag 3 for the Inflation Rate and up to lag 7 for the
Unemployment Rate, the lag dimension shows the duration of the relationships.
According to the lag structure, the relationships continue for 7 years for GDP Growth,
3 years for the Inflation rate and 7 years for the Unemployment rate.

On the other side, the relationships between Gold Returns and GDP Growth, Inflation
rate and Unemployment rate can be observed in Table 6.

Table 7. GDP Growth, Inflation Rate, Unemployment Rate and Gold Returns.

Dependent Variable (GDP Dependent Variable Dependent Variable
Growth) - Independent (Inflation Rate) - (Unemployment Rate) -
Variable (Gold Return) Independent Variable Independent Variable (Gold

(Gold Return) Return)
PDLO1 -282.090 PDLO1 893.169 PDLO1 74.649
PDL02 262.207** PDLO2 - PDLO02 -38.329
575.525**

PDLO3 -48.198** PDLO3 76.997** | PDLO3 4.952
Lag 00 -68.081 Lag 00 394.641 Lag 00 41.273
Lag 01 49.530 Lag 01 50.108 Lag 01 17.802
Lag 02 70.746 Lag 02 -140.430 | Lag02 4.238
Lag 03 -4.435 Lag 03 -176.974 | Lag03 0.579
Lag 04 -176.013 Lag 04 -59.523 Lag 04 6.826

Lag 05 211.922 Lag 05 22.979

Lag 06 637.362

According to the main results in Table 6, there are relationships between GDP
Growth and Gold returns with a significance of 0.05 for PDL values of 262.207 and -
48.198 and Inflation Rate and Gold returns with a significance of 0.05 and PDL
values of -575.525 and 76.997. These values suggest that the relationship between
GDP Growth and Gold Returns and Inflation Rate and Gold Returns are positive
negative and significant. This means that on the negative side of the Gold return and
the positive side of the Gold return, the relationship occurs.
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Additionally, the lagged Gold returns coefficients remain statistically significant up
to lag 5 for GDP Growth, up to lag 7 for the Inflation Rate and up to lag 6 for the
Unemployment Rate the results demonstrate that the lag structure, the relationships
continue for 5 years for GDP Growth, 7 years for the Inflation rate and 6 years for the
Unemployment rate.

Conclusion

According to the literature, commodities such as Brent oil and gold prices are
problematic for countries. In parallel with these words, Labys and Maizels (1993)
examine their situation in a macroeconomic context by stating their efficient and
effective roles in money supply, interest rates and exchange rates for the developed
world. La Torre et al. (2019) underline the importance of commodity price booms
for a developing world country, Ecuador. For their analysis, as commodity prices
collapsed, the augmenting countries were impacted negatively regarding fiscal
policies and external balances such as payment balances. The shocks in the financial
structures of the global oil prices show their impacts in the form of undesired
comovements of commodities such as Gold in China (Chen, 2015). According to the
analysis of Joets et al. (2017), agricultural and industrial markets are highly sensitive
to commodity price variability and the level of macroeconomic uncertainty. Li
(2017) confirms these relationships for China by emphasizing the place and size of
economic growth, money supply and inflation. For Cespedes and Velasco (2012)
commodity price shocks have a significant impact on output and investment
dynamics and macroeconomic performances. Caporale et al. (2016) point out that
macro-dimensional news can have direct impacts on strategic commodities such as
Gold and Silver. Again, it should be an unforgettable reality that oil and gold prices
always can cause a global crisis (Bialkowski et al., 2015; Shafiee and Topal, 2010).
Larosei and Mally (2016) define commodities as a strategic element in the hands of
developing countries on both sides of supply and demand. Therefore, they can be
easily utilized for political purposes.

Another important paragraph should be added to international sanctions and bans.
Because there are a lot of conflicts between countries in the world. Similar
consideration can be thought for Russia after it conflicts with Ukraine (Hausman et
al, 2024; Fedoseeva and Herrmann, 2019; Korhonen et al., 2018). On the other side,
if it is realized a detailed analysis of international sanctions and bans in the 1950-
2016 period, it can be seen their negativies on international trade. (Felbermayr et al,
2020). Tostensen and Bull (2002) and Gordon (2011) focus on the design of
sanctions for the sake of international, regional and national development. In
parallel with this idea, emerging technology has diversified sanctions measures from
traditional trade restrictions to financial restrictions, travel bans, and contract
cancellation measures (Hufbauer and Jung, 2021).

As it stated in the literature review, the Iran Islamic Republic lives in hard times
under the harsh impacts of sanctions and bans. For this reason, its main economic
conditions are formed around gold and oil. On the other side, returns are important
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determinants of investors’ and corporal investors’ sentimental or rational
behaviours. In Table 2, all of the variables are focused on the prices, but it is essential
to realize an analysis in terms of the returns.

According to the results, there are relationships between gold, Brent oil and the main
macroeconomic variables of Iran Islamic Republic. Without accessing international
markets dominated by the United States and sanctioning countries, the Iran Islamic
Republic draws an economic framework sourced from gold and oil. Therefore, the
economy of the Iran Islamic Republic widely depends on world oil and gold markets
and these relationships are also confirmed by Mansouri Danesvar et al.,, (2024);
Farhadi et al, (2024) and Chavari et al, (2024), even the financial and economic
impacts of these commodities can be observed for region countries such as Turkey
(Pata et al, 2024). On the other side, the economy and management mechanisms
behind these commodities should be evaluated so well by authorities in Iran Islamic
Republic or the International dimension. The punishments against a state should be
a problem for people.
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Introduction

Islam prescribes a nuanced set of guidelines for economic activities, akin to its moral
directives for human behavior. It does not propose finance as either a malevolent
force or a panacea for prosperity. Instead, Islamic doctrine suggests that finance can
serve as either, depending on the implementation of checks and balances, or
‘taqwa’—the formal term for ethical restraint in Islam (Gundogdu, 2019). For
example, a household lacks a refrigerator. The absence of proper food storage leads
to more waste than the cost of financing a refrigerator purchase. Islamic finance
offers a solution through murabaha financing for such necessities, allowing banks to
profit while contributing to societal welfare. However, after a murabaha sale, the
resulting debt is not tradable in secondary markets. Banks are also restricted from
accruing late payment fees as profit in the event of payment delays. While they may
impose such charges to deter borrower exploitation and encourage timely
repayment, these fees should not be recognized as profit on the banks’ income
statements (Gundogdu, 2016). The same issue arises for Islamic capital market
instruments. Saad et al. (2016) delineate three methods for structuring sukuk: asset
acquisition, bai’ al-'inah transactions, and organized tawarruq in the form of
commodity murabaha. According to Shari’ah rules, murabaha sukuk should not be
traded on the secondary market due to the prohibition of trading in debt. However,
the permissibility of bai’ al-'inah and commodity murabaha (organized tawarruq)
for structuring sukuk itself is a more formidable consideration than tradability.

Islamic prohibition of accruing late payment charges ensures that banks do not
engage in reckless lending practices or inflate their markup rates by statistically
incorporating default risks. Moreover, unlike justified by Abdul Ghafar, I. and Karmila
Hanim, K. (2010), Islamic banks are barred from selling distressed debt to asset
management firms to improve their financial statements. Abdul Ghafar, I. and
Karmila Hanim, K. (2010) explores how risk management mechanisms, specifically
debt selling, impact the value of Islamic banks. By maximizing the sale of murabaha
on housing debt, Islamic banks can mitigate risk from interest rate fluctuations. They
developed a theoretical model to optimize the banks’ value through housing debt
financing, aligning assets and liabilities. Their findings suggest that debt selling
enhances earnings and addresses asset-liability mismatches. When market interest
rates rise, base financing rates and mark-ups in Islamic banks increase, as these rates
influence profits. Engaging in debt selling to reduce risk exposure can amplify
earnings, overall bank value and manage asset-liability mismatch. Adopting such
practice of conventional banks is a means to address flow of deposit collecting
business model. Islamic financial principles are designed to prevent moral hazard
for both lenders and borrowers, ensuring that finance serves the greater good. While
finance is necessary for progress, Islamic principles guard against exploitation by
either party. This balance is why Islam endorses ethical financing but strictly
prohibits riba, gharar, and maysir.

In the context of CAPEX financing for assets such as machinery, Islamic finance
advocates the use of the ijara contract. [jara has served as a fundamental contract in
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I[slamic law for centuries. It has been adapted to offer financing and benefits through
various figh solutions. Despite the existence of different forms of ijara, it is
significant to note that the ijara contract has historically been utilized to provide
financing (Yilmaz, 2023). Given the necessity for a longer tenor, this contract enables
banks to continuously accrue profit for the duration of the borrower’s asset
utilization. Moreover, the bank’s ownership of the asset renders ijara contracts
favorable for the secondary market, thereby facilitating capital markets (Cakmak,
2024). However, this raises the issue of moral hazard. Banks amalgamate syndicated
loans and deposits for such financing activities. Yet, in the event of a bank’s
insolvency, syndicated lenders and depositors may be precluded from accessing
these ijara assets if they have been transacted in the secondary market (Gundogdu,
2019). This predicament suggests that developing equitable and Shari’ah-compliant
capital markets is unattainable within the prevailing deposit banking business
model.

[slamic banks can be considered within the same framework as conventional banks
in the current structure. They are similar to conventional banks in terms of resource
mobilization and lending. Consequently, Islamic banks may face the same systematic
risks and financial stability issues. For instance, the factors that led to the 2008 crisis
could have also caused significant shocks to Islamic banks. Global financing, the
credit boom, the housing price bubble, shadow banking, securitization, expansive
monetary policy, low interest rates, and leverage are some of the factors that
impacted Islamic banks in their relationship with central banks. This is not only due
to their relationship with central banks but also because they share the same
systematic risks and financial stability concerns.

Islamic finance introduces two additional lending contracts: istisna’ and salam.
Istisna’ is particularly suited for greenfield projects, such as establishing a
production facility or infrastructure development, which entail extensive civil work
necessitating cash payments to contractors upon achieving milestones. Clearly, such
assets cannot be financed through murabaha or ijara, but rather through istisna’
(Diallo and Gundogdu, 2021). It can be asserted that the istisna’ contract method
held significant promise for Islamic banks towards the end of the 20th century. Given
that Rajhi Bank is a major Islamic bank in Saudi Arabia and continues its active
banking services in many countries, the development of istisna’ can be examined
through the decisions of the Rajhi Bank Shari’ah Board. Numerous examples of this
can be found in the Shari’ah Board's decisions. For instance, the istisna’ contract was
applied in a project to construct a building on land owned by a company, in an
aircraft manufacturing contract, in the construction of a shopping center building,
and in providing housing for university academics (Qararat al-Rajihi, 2010).
However, over time, the resemblance of Islamic banks to conventional banking, both
in terms of legislation and products, has begun to diminish the significance and
applicability of some of the unique contracts of Islamic finance.

Similarly, in agricultural financing, beyond the provision of inputs, there are ancillary
civil works required for land leveling and water supply systems, which also demand
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cash payments to service providers. For these purposes, Islamic finance
recommends the salam contract (Muhammad and Chong, 2007). The limited
number of references to salam in the decisions of the Shari’ah Board of Rajhi Bank
may suggest that Islamic banks have not extensively utilized this contract from the
outset. However, it is noteworthy that this contract is mentioned, particularly in the
decisions from the early period (Qararat al-Rajihi, 2010).

Regrettably, the industry has begun to increasingly rely on Service ijara contracts for
immediate cash payments for civil works, rather than fostering the development of
istisna’ and salam practices. It should be noted that Service ijara is deemed an
impermissible practice for financing civil works within the Islamic jurisprudence
due to the prohibition of selling what one does not own (Diallo and Gundogdu,
2021). Under this product, an Islamic banking customer applies to an Islamic bank
for financing a predetermined service from a supplier. The bank, upon accepting the
financing request, purchases the predetermined service directly from the service
provider and appoints the customer as an agent. The Islamic bank then provides the
predetermined service at the agreed time in accordance with the customer's
request. Ultimately, the customer pays the Islamic bank a predetermined fee for the
service provided (Mohamed et al., 2024). Today, Service ijara has become a
significant instrument for Islamic banks in many countries, including United Arab
Emirates, Malaysia, Oman, Bahrain, Maldives, Bangladesh, Nigeria, and Tanzania
(Mohamed et al,, 2024). This product provides financing in numerous other areas
such as health, travel, marriage, and religious pilgrimages like Hajj and Umrah
((Mohamed et al., 2024).

It is evident that Islamic finance encompasses essential contracts to support
economic activities. Among these, the murabaha contract stands out as a dominant
lending arrangement. Considering that Islamic finance mirrors the real economy,
where approximately 90% of household and corporate activities involve short-term
trade finance, murabaha serves as a crucial mechanism (Gundogdu, 2016).
Additionally, contracts such as ijara, istisna), and salam address other financial needs
(Watkins, ].S., 2020). Criticisms leveled against Islamic finance in relation to these
contracts lack a solid basis. In reality, Islamic finance offers a robust framework with
ample contracts to facilitate economic activities, obviating the need for creative
solutions that could jeopardize the economy. Risk management practices in the field
of Islamic banking, along with regulatory arrangements related to the deposit-
collecting banking model, have led to a convergence with the conventional banking
system.

All these traditional financial contracts impose debt obligations on borrowers.
However, the financial system should strive for fairness. The question of whether
profit-loss-sharing is relevant during the lending phase in Islamic finance warrants
consideration. Those who benefit from financing facilities should also shoulder the
associated responsibilities. What remains unfair is the enrichment of certain
individuals through leveraging and bank bailouts when systemic risks arise within
the current financial architecture. Rather than imposing the burden on the general
public, it is more appropriate for those who have leveraged from and invested in
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banks to bear the consequences in the event of bank failures. The main objective of
this paper is to propose structural reforms that align Islamic finance practices with
the fundamental principles of Shari'ah. These reforms aim to promote risk sharing,
enhance social impact, and prevent systemic risks. In the subsequent section, the
Islamic finance perspective on profit-loss-sharing is refined.

1. Existing Financial Framework

Within the existing financial framework, banks engage in lending, money creation,
and resource mobilization to facilitate further lending and, consequently, expand the
money supply (Banke and Yitayaw, 2022). As depicted in Graph 1, banks mobilize
resources from depositors, other financial institutions, and capital markets.
However, significant mismatches arise, particularly concerning currency and tenor,
between Phase 1 (lending) and Phase 2 (resource mobilization). To address these
mismatches, banks employ intricate risk management tools and mathematical
formulas. Notably, the formula within the Critical Box draws inspiration from
quantum physics—it is the Schrédinger equation. The formulas and structures used
by banks to manage this critical box are even more intricate than quantum physics.
The current financial structure relies on resource pooling. It is important to note that
the mismatches between resource mobilization and lending can lead to
vulnerabilities, financial instability, and unfair risk sharing. Reforming both stages is
crucial for reducing risks and ensuring fairer risk sharing. Consequently, improving
financial stability becomes possible.

Graph 1. Financial Framework
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Source: The Authors

The incongruities between resource mobilization and lending, alongside
deficiencies in asset and liability management, are emblematic of financial crises
and contribute to persistent recurrence of financial crisis. This is attributable to the
reliance on formulas and structures such as the Asset-Liability Committee (ALCO),
Value-at-Risk (VaR), and Capital Adequacy Ratio (CAR), which banks employ for risk
management. These mechanisms operate based on assumptions and historical data
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that are susceptible to invalidation by unpredictable, high-impact ‘black swan’
events. According to Kayhan (2023), the global financial crisis of 2008 intensified
the debate on Value at Risk (VaR) models, with widespread criticism regarding their
inadequacy. However, with the introduction of new market risk standards by the
Basel Committee in January 2016—initially planned for implementation in 2019,
then postponed to early 2022, and subsequently to 2023—the VaR measurement
model was replaced by the Expected Shortfall (ES) model. Despite these
developments, Kayhan noted that VaR has significant limitations. Nevertheless, VaR
continued to be used persistently (Kayhan, 2023). Traditionally, Islamic banks have
engaged in a banking business model centered on deposit collection, thereby
subjecting themselves to risks analogous to those faced by conventional banking
institutions (Hassan and Mollah, 20018). It can be argued that there are two primary
reasons for this phenomenon. The first reason is the transfer of management
policies and managerial practices from conventional banking to Islamic banking. The
second reason is the similar regulations and legislations to which both Islamic
banking and conventional banks are subject (Gundogdu, 2019).

Islamic banks engage in resource mobilization similar to conventional banks. This
practice emerged at the outset the establishment of Islamic banks, primarily due to
the limited availability of Information and Communication Technology (ICT) during
that period. As in conventional finance, lending and resource mobilization are not
directly intertwined. Consequently, a complex interplay of activities occurs within
this financial framework. To address the challenges posed by mismatches between
Phase 1 (lending) and Phase 2 (resource mobilization), Islamic banks found it
necessary to adopt resource mobilization and risk management practices akin to
those of conventional banks. Over time, this convergence has led to the
financialization of assets within the Islamic banking system.

In recent years, risk management practices have increasingly been incorporated into
the regulatory framework of Islamic banking. For instance, the Central Bank of
Bahrain's regulatory volume on Islamic banking includes a dedicated chapter on the
credit risk associated with Islamic banking products. Similarly, in the United Arab
Emirates, the Standardized Risk Management Requirements for Islamic Banks have
been integrated into the legislation. Additionally, the Standard Re Liquidity Directive
for Islamic Banks in the UAE outlines principles related to the liquidity management
of Islamic banks. This standard, issued by the Central Bank, provides guidance on
the Shari’ah-compliant management of liquidity risks, addressing both qualitative
and quantitative requirements, as well as reporting obligations. While risks such as
credit risk, market risk, and capital risk are discussed in detail, a significant section
is devoted to the risk of Shari’ah non-compliance (CBUAE 2022). A similar situation
exists in Kuwait. For Islamic banks in Kuwait, the instructions issued by the Central
Bank are of considerable importance. The Central Bank has issued directives on
various topics, including the risk system center, electronic payment funds,
sustainable development, and sustainable finance, demonstrating its influence on
Islamic banking comparable to that on conventional banking. The critical point here
is that central banks exert as much influence on Islamic banking as they do on
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conventional banking, directly applying the management practices and legislation of
conventional banking to Islamic banks.?

The primary purpose of both bonds and sukuk is to finance projects, and they are
securities that can be bought and sold. Both instruments can be utilized to manage
cash flow and finance various objectives. However, there are theoretical differences
between sukuk and bonds. The return on investment for sukuk is based on the
income generated from the performance of the underlying asset, whereas the return
on investment for bonds is fixed as interest and does not depend on any underlying
asset. In sukuk, the investor receives a return on ownership rather than interest.
Additionally, sukuk represent the sale of assets in theory, whereas bonds represent
the sale of debt (Abalkhil, 2018). Many of the financial instruments currently
presented as sukuk are, in fact, securitized bonds. Hence, a persistent shortage of
assets to meet demand has prompted industry-wide discussions. It is because focus
is not on genuine economic transactions but financialization of existing assets unlike
Islamic finance promotes. The phrase ‘Where are the assets? We do not have enough
assets resonates throughout the Islamic finance sector. Lahsasna, Kabir Hassan, and
Ahmad (2018) proposed forward lease sukuk as a highly viable and dynamic
Shari’ah-compliant instrument for the Islamic capital markets. Forward lease sukuk
aims to raise funds based on non-existent assets, whose subject matter does not yet
exist at the time of issuance. They explore the key features of forward lease sukuk
and highlights its essential role in project construction and manufacturing within
the growing field of Islamic finance. Gundogdu (2019) posit that assets should be
generated through istisna’ contracts for infrastructure development and project
finance by banks. Following asset creation, ijara-based sukuk should be introduced
in capital markets. Banks should bear the risk associated with asset production to
prevent adverse consequences in capital markets in the event of asset deficiencies.
This proposal assigns a pivotal role to Islamic banks in underpinning capital markets
and contributing to society by fulfilling a critical function of asset creation. Despite
the proposed alternatives, several Islamic finance institutions have turned to non-
compliant financial products, including:

e Bai’ al-inah based sukuk (sale and lease-back): Originally from the
conventional banking system, this practice has spread from bank sukuk to
company sukuk.

e Commodity murabaha syndications and sukuk: Initially associated with bank
syndications/sukuk, this approach has extended to lending to companies and
households, also often underpinning so-called Islamic hedging instruments.

e Bai’ al-dayn: Involving debt trading, receivable discounting, and factoring.

Abalkhil (2018) stated that sukuk, as it is known today, was redefined as mugarasa
bonds during the fourth session of the Islamic Figh Academy in 1988. In 1990,
Malaysia issued sukuk, followed by Bahrain in 2001, and the Islamic Development
Bank and Qatar issued millions of dollars’ worth of sukuk in 2003 (Abalkhil, 2018).
This development in the sukuk market extended to the fatwa dimension with the
publication of the sukuk standard by AAOIFI in 2004. Before discussing the fatwa
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dimension, it is important to note that sukuk plays a crucial role in liquidity
management for Islamic financial institutions and banks. Sukuk can be viewed as a
key instrument in the context of liquidity. Consequently, sukuk issuance has become
a significant objective in Islamic banking. Sukuk provides an effective method for
liquidity management; institutions with excess liquidity can purchase these
instruments, and when liquidity decreases, sukuk can be sold in the secondary
market (Abalkhil, 2018). 2

Within the realm of Islamic finance, tensions have arisen among academicians and
Shari’ah scholars. On one side, some scholars have embraced the maslahah approach
as a means to foster industry growth. Mubarak and Osmani (2010), citing Dusuki
and Abozaid, argue that attention should be paid to Maqasid al-Shari'ah in the
creation of financial products. Otherwise, Islamic banks will not differ from
conventional ones. Conversely, some academicians advocate for constructive
criticism and emphasize the importance of exploring alternative perspectives. It is
imperative to recognize that specific financial instruments have engendered
considerable debate. Nonetheless, industry bodies responsible for setting industry
standards have promulgated guidelines and some Shari’ah Boards have issued
fatwas endorsing these instruments. Notwithstanding these developments, it is
noteworthy that the entities formulating industry standards are constituted by
members of the banking sector;, and the remuneration of Shari’ah Board members is
furnished by the banks themselves. These circumstances have precipitated
deliberations within the Islamic Figh Academy. The Academy has unequivocally
classified such cases as instances of Shari’ah circumvention and deceit (Gundogdu,
2019). Regrettably, market-driven dynamics have even allowed non-compliant
practices from Phase-2 to infiltrate Phase-1. For instance:

e Commodity murabaha for household and corporate lending: Originally
designed for inter-bank liquidity management, commodity murabaha has
become a prevalent practice in household and corporate lending for Islamic
banks. Contrary to its name, a commodity murabaha transaction is not a
murabaha transaction but rather an impermissible organized tavarrug.

e Bai’ al-‘inah sukuk (sale and lease-back) for corporate lending: Despite its
non-compliance with Islamic principles, bai’ al-‘inah sukuk has gained
traction as a financing tool for companies.

e Qard al-hasan imitating conventional overdraft facilities: Islamic banks have
increasingly adopted gard al-hasan to mimic conventional overdraft facilities.

The reliance on these practices reflects the industry’s struggle to strike a balance
between growth and adherence to Shari’ah principles. Unfortunately, this approach
has delayed the development of genuinely Shari’ah-compliant alternatives
(Gundogdu, 2018). Consequently, Islamic finance has become embedded in the
conventional system, diverging from its original principles. Presently, the prevailing
practice of Islamic finance perpetuates an inequitable economic and financial
system. A minority enjoys the benefits, while the broader public bears the
repercussions when risks escalate beyond manageable levels within the existing
framework. The pooling of resources for lending remains a shared critical flaw in
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both conventional and Islamic finance. To address the existing challenges, structural
reforms are essential. These reforms should aim to realign Islamic finance with its
fundamental principles and promote the broader public interest. In the following
section, specific adjustments and proposed immediate actions are outlined to unlock
the full potential of Islamic finance.

2. Novel Islamic Financial Architecture

While the issue of Central Bank intervention and the monetary system lies outside
the scope of this paper, a more significant flaw warrants attention. The creation of
money based on debt contracts is incompatible with Islamic principles. According to
Islamic perspective, money should originate from the collective efforts of people—
rewarding their productive work. As long as individuals can produce goods and
services demanded by others, they, rather than central banks, should be creating
money (Gundogdu, 2019). Consequently, in an Islamic economic and financial
system, Central Banks should play no role with their as-is business model, while
banks and organized exchanges are expected to serve as pivotal institutions for the
prosperity of society.

In the present day, Information and Communication Technology (ICT) capabilities
allow to design a business model that effectively addresses the requirements of
I[slamic finance. Rather than solely focusing on deposit collection, Islamic banks can
gradually transition toward linking people’s savings with lending opportunities
through investment accounts. The ideal model would resemble crowdfunding,
although this transition should occur incrementally. Banks can mobilize resources
for lending opportunities via investment accounts, allowing individuals to choose
from a list of lending options while sharing the associated risks. In this context,
banks play a crucial role by providing due diligence, risk assessment, categorization
of offers, and legal arrangements, including security packages and documentation.
Furthermore, it is advisable to discontinue sukuk issuance for companies as an
alternative to traditional lending contracts, given their frequent use for window
dressing and other purposes (Gundogdu, 2019). Instead, sukuk should be
exclusively issued for infrastructure projects and large-scale project finance.

Graph 2. Profit-Loss Sharing

Banks
Resource Mobilization Arrange Risk Sharing between investors and Lending
borrowers:
- Sukuk issuance for infrastructure projects
_ and project finance (big CAPEX)
- Trading Platform to link Murabaha lending with
resource mobilization

Source: The Authors
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Graph 2 illustrates the critical connection between Phase 2 (resource mobilization)
and Phase 1 (lending). By establishing this link, a profit-loss sharing mechanism can
be ensured. Importantly, individuals who are not directly involved in these
transactions would be shielded from liability for any erroneous investment
decisions made by banks and investors. This alignment promotes transparency,
accountability, and equitable risk distribution within the financial system.

Table 1. To-dos and Not-to-dos for Phase 1 and Phase 2

Phase 2 Phase 1
Not-to-dos Not-to-dos

- Commodity murabaha syndication - Commodity murabaha: Non-compliant
- Sukuk (Bai’ al-inah and commodity - Bai’ al-dayn

murabaha based) - Sukuk
- Bai’ al-dayn - Musharaka

- Mudaraba

To-dos To-dos

- 2-Step Murabaha - Murabaha

- Mudaraba - ljara

- Musharaka - Salam for agricultural finance

- Sukuk (not based on bai’ al-inah and - Istisna’ for project finance and

commodity murabaha) infrastructure development

Source: The Authors

Upon reviewing Table 1, it becomes evident that not only Shari’ah non-compliant
products but also mudaraba, musharaka, and sukuk should be excluded from Phase
1 (lending to companies and households). These contracts primarily serve as
resource mobilization mechanisms rather than lending contracts. To ensure
alignment with Islamic principles, it is advisable to restrict the use of standard
Islamic lending contracts for Phase 1, such as murabaha and ijara. The profit-loss
sharing principle of Islamic finance is not intended to relieve borrowers of their
responsibilities. Instead, it ensures that investors, rather than the general public,
share both the profits and the risks. By appropriately linking resource mobilization
and lending contracts (as outlined in the provided to-dos within Table 1), we can
mitigate systematic risks for the industry and countries. To further elaborate on
Table 1, Phase 2, i.e. sukuk based on commodity murabaha, bai’ al-dayn and bai’ al-
‘inah should not be employed in resource mobilization/liquidity management.
Instead, the proper methods for Phase 2 are 2-step murabaha, mudaraba,
musharaka and Shari'ah-compliant sukuk different from the ones above. These
methods will contribute to fair risk sharing and play an effective role in mitigating
systematic risks. Because they are based on actual Islamic financial contracts.
Similarly, in Phase 1, in addition to the three methods mentioned above, mudaraba
and musharaka are not appropriate. Instead, murabaha, ijara, salam and istisna' are
proposed as methods of social welfare and actual financing. In fact, this can be
interpreted as the purpose of Islamic banks when they first emerged. As a matter of
fact, it is seen in some of the first Islamic banks' Shari'ah board decisions that such
decisions were taken first. The improvement of the profit-loss sharing mechanism
and the adoption of platforms such as crowdfunding can enable a direct link
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between resource mobilization and lending. This could lead to a more shared and
participatory financial ecosystem with fairer risk-sharing.

Indeed, the focus on murabaha holds merit, especially given that approximately 90%
of business and lending activities are short-term trade-related. This alignment with
real economic transactions underscores the practical relevance of murabaha within
Islamic finance. While sukuk play a role, emphasizing murabaha as a cornerstone
can enhance the system'’s effectiveness (Gundogdu, 2016).

To establish a seamless linkage between resource mobilization and lending,
concerted efforts are necessary. The key lies in avoiding pooling and directly
connecting these components. An organized exchange can play a pivotal role in
facilitating resource mobilization through instruments like sukuk (for project
finance), mudaraba, musharaka, and 2-Step murabaha (Gundogdu, 2016). By
leveraging the existing capabilities of organized exchanges, we can effectively match
resource mobilization contracts within Islamic finance to corresponding lending
contracts, ensuring a more efficient and transparent system.

Conclusion

Islamic banks predominantly follow a deposit-collecting business model, primarily
due to the limited capabilities of information and communication technologies
during the outset of the establishment of Islamic banks. However, with the
advancements in technology and the development of well-organized exchanges
equipped with robust clearing house mechanisms, there is an opportunity for
transformation. By shifting the business model and adhering to Shari’ah compliance,
Islamic finance holds promise as a potential solution to address global
dissatisfaction with the conventional finance industry.

In conclusion, the transformation of Islamic finance necessitates structural changes
that align with its core principles. By linking resource mobilization and lending
without pooling, a more transparent and equitable system can be created. The focus
on murabaha, as a reflection of real economic transactions, holds promise.
Additionally, leveraging organized exchanges to match resource mobilization
contracts with lending contracts can enhance the industry’s effectiveness.
Ultimately, these steps can harness the potential of Islamic finance for the benefit of
society at large. This evidence supports the assertion that central banks, with their
current business model, have no place within an Islamic economic and financial
framework. Indeed, central banks have imposed agendas that have led to the
convergence of Islamic banking with conventional banking practices. Instead,
organized exchanges and crowdfunding banks, serving as intermediaries, are poised
to assume a pivotal role.
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Notes

1 Although there are separate instructions sent by Central Banks to Islamic banks, it should be noted
that they are still subject to the same legislation in some aspects and are part of this management
system. However, in terms of Shari’ah governance, Islamic banks are subject to a separate
department. This is the case with legislation such as Central Bank laws or risk management
instructions in some GCC member countries, but this issue is beyond the scope of this paper and will
be discussed in detail in a separate study.

2 [t should be noted that only asset-backed sukuk are tradable in the secondary market.
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Islami Bankalarin Finansal Performans Analizi

Financial Performance Analysis of Islamic Banks in OIC Countries Using NMV-Based TOPSIS Method

Oz

Bu galisma, Islam Isbirligi Teskilat’na (OIC- Organization of Islamic Cooperation) iiye 13 iilkede faaliyet
gosteren Islami bankacilik sektrlerinin finansal performansini analiz etmektedir. Caligmada, bankacilik
literatiiriinde yaygin olarak kullanilan gdstergeler araciligtyla Islami bankalarin finansal performanst
incelenmistir. Analiz siirecinde, gok kriterli karar verme tekniklerinden yararlandmistir. Oncelikle,
Normalized Maximum Values Method (NMV) yontemi ile belirlenen 8 finansal gostergenin agirliklart
hesaplanmig, ardindan Technique for Order of Preference by Similarity to Ideal Solution (TOPSIS)
yontemi kullanilarak performans analizi gergeklestirilmigtir. Elde edilen bulgular; sermaye yeterlilik oraninin
genellikle en 6nemli finansal performans gdstergesi oldugunu ortaya koymustur. Ayrica, yillara gore
degisiklik gostermekle birlikte, Suudi Arabistan ve Irak’m en yiiksek finansal performansa sahip tilkeler
oldugu tespit edilmigtir. Bu bulgular, Islami bankacilik sgktériiniin glicli ve zayif yonlerini daha
derinlemesine analiz etmeye yonelik bir temel sunmaktadir. Ozellikle sermaye yeterlilik oraninin 6nemi,
Islami bankalarin risk yonetimi stratejilerinin yeniden degerlendirilmesine ve sermaye yapilarint daha verimli
bir sekilde analiz etmelerine imkin tanimaktadir. Ulkeler bazinda gerceklestirilen performans analizi ise,
finansal bagaridaki farkliliklari ortaya koyarak politika yapicilara ve diizenleyici otoritelere tilkeler arast iyi
uygulamalarin paylagilmasini tegvik edecek stratejik firsatlar sunabilmektedir. Ayrica, diigiik performans
sergileyen iilkelerde faaliyet gdsteren Islami bankalar icin hedefe yonelik iyilegtirme politikalarnin
gelistirilmesine katk: saglamanin yani sira, sektor genelinde siirdiiriilebilir bﬁyﬁme hedeflerinin
gergeklestirilmesi adina rehberlik edebilecek bir kaynak niteligi tagimaktadir. Caligmanin, Islami bankacilik
sektoriiniin finansal istikrarini giiglendirmeye yonelik olarak hem sekt6rel uygulamalara hem de akademik
literatiire katks saglamasi amaglanmaktadir.
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Abstract

This study analyzes the financial performance of Islamic banking sectors operating in 13 member countries of
the Organization of Islamic Cooperation (OIC). In this study, the financial performance of Islamic banks
was examined through indicators commonly used in the banking literature. In the analysis process, multi-
criteria decision-making techniques were used. First, the weights of 8 financial indicators determined by the
NMV method were calculated, and then performance analysis was performed using the TOPSIS method.
According to the findings; the capital adequacy ratio is often the most important indicator of financial
performance. In addition, although it varies according to the years, it has been determined that Saudi Arabia
and Iraq are the countries with the highest financial performance. These findings provide a solid foundation
for a deeper analysis of the strengths and weaknesses of the Islamic banking sector. In particular, the
significance of the capital adequacy ratio enables Islamic banks to reassess their risk management strategies
and evaluate their capital structures more effectively. The country-specific performance analysis highlights
disparities in financial success, offering strategic opportunities for policymakers and regulatory authorities to
foster the exchange of best practices among nations. Furthermore, it is anticipated that these findings will
contribute to the development of targeted improvement policies for Islamic banks operating in
underperforming countries. Additionally, the study serves as a valuable resource for guiding efforts toward
achieving sustainable growth objectives across the sector. This research contributes to both practical
applications and academic literature, ultimately strengthening the financial stability of the Islamic banking
industry.
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Giris

Islami bankacilik sistemi geleneksel bankacilik sisteminden farkli olarak faizi
yasaklayan, bunun yerine kir ve zarar paylasimi ilkesini esas alan ve Islam hukuku
prensiplerini dikkate alan bir bankacilik sistemidir (Ariff, 1988). Bu sistemde
prensiplerdeki farkliliklara ragmen, Islami bankalar da geleneksel bankalarda oldugu gibi
karlarmi yiiksek tutmayr hedeflemektedir. Bu nedenle, Islami bankalarin finansal
performanslarinin analizi hem akademik hem de sektdrel anlamda 6nem tagimaktadir.

Finansal performans, bir bankanin kaynaklarini ne kadar etkin ve verimli kullandigini
ortaya koyan Onemli bir Olciittiir. Literatiirde, bankalarin finansal performansini
degerlendirmek i¢in siklikla sermaye yeterlilik oran1 (CAR), 6zkaynak karliligi (ROE) ve
aktif karlilig1 (ROA) gibi gostergeler kullanilmaktadir (Samad & Hassan, 1999). Islami
bankalarin bu gostergeler cergevesindeki ele alinan finansal performansi ortaklar,
misteriler, yatirimcilar ve diger paydaslar i¢in 6nem tagimaktadir. Bu 6neme binaen son
yillarda Islami bankacilik sektdriiniin hizli bir sekilde biiyiimesiyle birlikte, bu bankalarin
finansal performanslarina yonelik calismalar da artis gdstermistir. Islami bankaciligin
yogun faaliyet gosterdigi iilkeler ise Islam Isbirligi Teskilati (OIC) iiyelerinden
olusmaktadir.

OIC, 57 tye iilkeyi kapsayan genis bir cografyada faaliyet gostermektedir (OIC, 2024).
Islami bankacilik, OIC iiyesi iilkelerin finansal sistemlerinde hem bolgesel hem de
kiiresel diizeyde dikkat ¢cekmektedir (Kamalu & Wan Ibrahim, 2021). Bu iilkelerdeki
finansal performans; ekonomik gelismislik diizeyi, finansal altyapt ve hukuki
diizenlemeler gibi faktdrlere bagli olarak degisiklik gostermektedir. Bu baglamda, Islami
bankalarin finansal performanslarinin karsilastirmali olarak incelenmesi, sektorel
dinamiklerin daha iyi anlagilmasina katk: saglayacaktir.

Bankacilik sektoriiniin finansal sistemin ayrilmaz bir pargast oldugu gergegi, 1990
yillardan itibaren finansal kurumlarin etkinligine odaklanan arastirmalarin artmasina
neden olmustur (Berger & Humphrey, 1997). Gilinlimiizde ise bankalarin finansal
performansini degerlendiren ¢aligsmalar arasinda, ¢ok kriterli karar verme yontemlerinin
kullanimi1 dikkat ¢ekmektedir (Matousek vd., 2015). Bu baglamda, bu ¢alisma, TOPSIS
yontemi ile OIC iiyesi iilkelerde faaliyet gosteren Islami bankalarin finansal
performansini analiz etmeyi amaglamaktadir.

Bu calisma, Islami bankalarin finansal performanslarini NMV tabanli TOPSIS
yontemiyle analiz ederek literatiire 6zgiin bir katki sunmay1 hedeflemektedir. Calismanin
0zgin degeri, ¢ok kriterli karar verme yontemlerinin OIC iiyesi iilkeler 6zelinde
uygulanmasi ve Islami bankalarin verimliligine dair derinlemesine bir degerlendirme
sunmasidir. Ayrica bu arastirma, Islami bankalarm performansini etkileyen faktorlerin
belirlenmesi konusunda yeni bir perspektif kazandirmay1 amaglamaktadir.

Yapilan ¢alisma 5 kisimdan olusmaktadir. Oncelikle konuyla ilgili kavramlar giris
boliimiinde agiklanmustir. ikinci kisimda arastirmayla ilgili literatiirdeki calismalar
ozetlenmistir. Ugiincii kisimda arastirmada kullanilan teknikler hakkinda bilgi verilmistir.
Dordiincii kisimda arastirmadan elde edilen bulgular ortaya konulmustur. Besinci ve son
kisimda hem calismanin 6nemi hem de bulgularin yorumu ve degerlendirilmesiyle
beraber Oneriler verilerek ¢alisma sona erdirilmistir.

1. Literatiir Calismalari
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Bankacilik sektoriiniin verimliligine yonelik bir¢ok akademik calisma bulunmaktadir.
Gelismekte olan piyasalarda bankacilik verimliliginin incelenmesine yonelik artan
egilime ragmen, ¢aligmalarin ¢ogu odak grubu olarak gelismis ekonomileri ele almigtir
(Kenjegalieva & Simper, 2011). Matousek vd. (2015), bankacilik verimliligi iizerine
kapsamli bir literatiir taramasi ile Avrupa Birligi’'ndeki (AB) 400 bankanin finansal
performansin1 analiz etmistir. Rezvanian ve Mehdian (2024), Amerika Birlesik
Devletleri’'ndeki (ABD) 732 bankanin global finansal krizdeki finansal performansini
Veri Zarflama Analizi (VZA) yontemi ile ele almiglardir. Mirovi¢ vd. (2024), AB’deki
bankalarin karliliklarint GMM yontemi ile analiz etmislerdir. Bankacilik yaninda tim
finansal kuruluglarin verimliligi hususunda calismalar da bulunmaktadir (Azad vd.,
2014). Bunun yani sira iilke ve bolge bazinda ¢aligmalar da bulunmaktadir. Olson &
Zoubi (2011), Orta Dogu ve Kuzey Afrika (MENA) iilkelerindeki bankalarin muhasebe
tabanli ve ekonomi tabanli verimlilik ve karlilik dlgtimlerini karsilagtirmigtir. Sufian
(2009), 1997 Dogu Asya krizinden bir y1l sonra Malezya bankacilik sektoriindeki yiiksek
derecedeki verimsizligi VZA analizi ile ortaya koymustur.

Son yillarda, Islami bankaciligin geleneksel bankacilik sistemine kiyasla gorece yeni bir
yap1 olmasi nedeniyle, bu alandaki verimliligi aragtirmaya yonelik yogun akademik
calismalarin gergeklestirildigi dikkat cekmektedir. Caligmalarin bir kismi krizler, Covid-
19 ve risk durumlarinda bankacilik verimliliginin islami bankalar iizerindeki etkisine
odaklanmistir (Alexakis vd., 2019; Algahtani & Mayes, 2018; Boumediene & Caby,
2009; Chapra, 2007, 2008, 2011; Chazi vd., 2024; Ededjo, 2023; Fajri vd., 2022; Mirzaei
vd., 2024; Pappas vd., 2016; Saridogan, 2020). Bazi calismalar ise Islami bankalarin
karliligi tizerine yogunlagsmistir (Hossain, 2024; Safdar vd., 2024; Salem, 2022).

Ote yandan, Korfez Isbirligi Konseyi (GCC) iilkelerinde yer alan bankacilik sektdrlerine
iligkin ampirik kanitlar nispeten sinirlidir. Bugiine kadar Olson & Zoubi (2008), Zeitun
vd. (2013), Maghyereh & Awartani (2014), Belanes vd. (2015), Kamarudin vd. (2016) ve
Algahtani vd. (2017), GCC filkelerinde bankacilik sektoriiniin etkinligini incelemek
amaciyla gercgeklestirilen en dikkat ¢ekici ampirik arastirmalar arasinda yer almaktadir.

Olson ve Zoubi (2008), karlilik, verimlilik, kredi riski, likidite ve risk oranlar1 olmak
lizere bes farkli oran1 kullanarak GCC iilkelerindeki Islami ve geleneksel bankalarin
performansini incelemislerdir. Islami bankalarin geleneksel bankalardan daha karli
oldugu sonucuna ulasmislardir.

Zeitun ve digerleri (2013), VZA yontemini kullanarak 2002-2010 déneminde GCC'deki
65 geleneksel ve Islami bankanin verimliligini arastirmislardir. Analizde ele aldiklar1 bazi
modellere gore Islami bankalarin geleneksel bankalara gére daha az verimli oldugunu
tespit etmisken bazi modellere gore Onemli bir verimlilik farkinin olmadigini
bulmuslardir.

Maghyereh ve Awartani (2014), VZA yontemini kullanarak 2000-2009 yillar1 arasinda
GCC’deki 70 bankanin verimliligini incelemislerdir. Verimliligin piyasa yapisi,
diizenleyici ortam ve bankalar tarafindan gerceklestirilen riskli faaliyetlerden bagimsiz
olmadigini tespit etmislerdir. Gii¢lii sermaye yapisinin, piyasa disiplininin ve denetim
giiciiniin banka verimliligine katkida bulundugunu; piyasa giiciiniin ise daha diisiik banka
verimliligine yol actigini bulmusglardir.
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Belanés vd. (2015),2005-2011 dénemi i¢in VZA yontemini kullanarak GCC bolgesindeki
Islami bankalarin verimliligi {izerinde 2008 krizinin etkisini arastirmislardir. Ampirik
bulgularinda; 2008 krizi sonrasinda Islami bankalarin verimliliginde, diinyadaki cogu
geleneksel bankalarda oldugu gibi hafif bir diisiis oldugunu bulmuslardir.

Kamarudin vd. (2016), 2007-2011 déneminde GCC iilkeleri bankacilik sektorlerinde
faaliyet gosteren Islami ve geleneksel bankalarn gelir verimliliklerini VZA ile analiz
etmislerdir. Ampirik bulgular; hesap verebilirligin, hiikiimet etkinliginin ve hukukun
iistiinliigiiniin hem Islami hem de geleneksel bankalarm gelir verimliliini artirdigini
gostermistir.

Birgok iilkede faaliyet gosteren Islami bankalarin verimliligi {izerine akademik ¢alismalar
da literatiirde yer almaya baglamistir.

Wanke vd. (2016), Malezya’daki Islami bankalarmn etkinligini TOPSIS yontemi ile
degerlendirmislerdir. Sonuclar maliyet yapisinin en Onemli verimlilik etkenini
olusturdugunu ortaya koymustur. Wasiaturrahma vd. (2020) ile Hamidi & Rusydiana
(2019), Endonezya'daki Islami bankalar ile geleneksel bankalarin verimliliklerini VZA
ile analiz etmislerdir. Oner (2022), Covid-19 déneminde katilim bankalarmin finansal
performansini TOPSIS yontemi ile aragtirmistir. Boubaker vd. (2023), tarafindan yapilan
calismada Islami bankacilik sektdriiniiniin performansmi VZA yéntemi ile analiz
edilmistir. Analiz sonuclarina gore Islami bankalarin Covid-19 déneminde, isletme
gelirleri ve kazang varliklar1 gibi ¢iktilarimi artirmada veya siirdiirmede zorluklarla
karsilastigini savunmaktadirlar. Mai vd. (2023), 6 iilkedeki (2005-2020) 79 Islami
bankanin genel verimliligini degerlendirmek i¢in VZA analizini kullanmislardir.

Incelenen literatiir, islami bankacilik sektdriine iliskin mevcut ¢alismalarin belirli
eksikliklerini gidermeyi amaglamaktadir. Birincisi, literatiirde gelismekte olan
iilkelerdeki Islami bankacilik sektdriine iliskin calismalar, konvansiyonel bankacilik
sektorii ile karsilastirildiginda oldukga sinirlidir. Mevcut ¢alismalarin biiytlik bir kisma,
gelismis iilkelerdeki bankacilik sektoriinii analiz etmeye odaklanmustir. Ikincisi, bu
caligmalar genellikle benzer degiskenler ve simirlhi iilke Orneklemleri iizerinden
yiirtitiilmiistiir. Bu durum farkli degiskenler ile daha genis cografi bolgelerin etkilerini
anlamay1 zorlastirmaktadir. Ugiinciisii, literatiiriin biiyiik boliimii kriz dénemlerinde
yalnizca kisa vadeli etkiler lizerinde durmustur; oysa uzun donemli etkiler biiyiik dlclide
goz ard1 edilmistir. Bu baglamda, bu ¢alisma, Islam Isbirligi Teskilat1 (OIC) segilmis
tilkelerin finansal verilerini kullanarak daha kapsamli bir performans analizi yapmay1
amaclamaktadir. Yapilan ¢calisma ise genis bir iilke 6rneklemi tizerinden gerceklestirilen
analizlerle, literatiirdeki bu bosluklar1 doldurarak Islami bankacilik sektoriine dair Snemli
yeni bulgular sunmay1 hedeflemektedir.

2. Yontem

Aragtirmanin yontem boliimiinde; arastirmada kullanilan veri seti, veri setini olusturan
gostergeler ve arastirmada kullanilan teknikler hakkinda bilgi verilmistir.

2.1. Arastirmanin Orneklemi

Islami Finansal Hizmetler Kurulu (IFSB) tarafindan yayimnlanan verilere gore Islam
Isbirligi Teskilati’na iiye iilkelerin 2018-2023 yillar1 arasi finansal gdstergeler yardimryla
Islami bankacilik sektoriiniin finansal performans o6lgiimii yapilmisti. Bu 6lgiim
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yapilirken verilerine erisilebilen 13 iilkeye ait 8 gostergeden yararlanilmistir.
Aragtirmanin 6rneklemi Tablo 1’de yer almaktadir.

Tablo 1: Veri Seti

Ulkeler Gostergeler

Tirkiye X1: Sermaye yeterlilik oran1 (SYO)
Banglades X2: Aktif karlilig1 (ROA)
Brunei X3: Ozsermaye karlihigi (ROE)
Endonezya X4: Cari oran (CO)

Urdiin X35: Islami banka sayis1 (IBS)
Irak X6: Ulusal sube sayist (USS)
Kuveyt X7: ATM sayist (ATM)
Umman X8: Personel sayist (PS)
Pakistan

Filistin

Katar

Suudi Arabistan

Birlesik Arap Emirlikleri (BAE)

Tablo 1’de goriilen arastirma 6rnekleminde; 2018-2023 yillar1 arasini kapsayan 6 yila ait
yillik veriler, 13 OIC iilkesi ve 8 finansal gdsterge kullamlmistir. Orneklemin bu sekilde
secilmesi; son yillarda OIC iiyesi iilkelerin finansal performans gelisimini gormek ve
verilere ulagsmada yasanilan sorunlardan dolayr Orneklemin sinirlandirilmasi gibi
gerekcelerden kaynaklanmaktadir. Aslinda hedeflenen OIC iilkelerinde bankacilik
sektorlinlin hangi finansal performans gostergesine 6nem verdigini tespit ederek, iilkeleri
bankacilik sektorii agisindan finansal performans gostergelerine goére siralamaktir.
Orneklemi olusturan gostergeler, literatiirde finansal performans gostergesi olarak
kullanilan ve literatiire gore secilen gostergelerdir. Finansal performans Ol¢iimiinde
ulagilan verilere gore farkli gostergeler kullanilabilir. Ayrica 6rneklemdeki iilke grubu
se¢iminde ise verilerine ulasilabilen iilkeler secilmistir. Bahreyn ve Malezya gibi Islami
finansin gelistigi Ulkelerin veri yetersizliginden otiirii bu iilkeler, Orneklem dis1
birakilmistir. Aragtirmada kullanilan gostergeler Tablo 2°de agiklanmustir.
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Tablo 2: Arastirmanin Kriterleri

X1: Sermaye yeterlilik oran1 veya rasyosu olarak ifade edilen bu oran bankalarin 6zkaynaklarinin, kredi,
piyasa ve operasyonel risklerin tiimiiniin toplamina oranlanmasiyla hesaplanmaktadir. Bu oranin Basel
anlagsmalarina gére % 8’den az olmamasi gereklidir (Joseph, 2013: 246). Sermaye yeterliligiyle beraber
risk Ol¢limii, i¢ denetim ve giiclii risk yonetimine sahip bir sisteme sahip olunmalidir (Van Gestel &
Baesens, 2009: 418). Dolayisiyla bu oran, kriz vb. olagan dis1 durumlara karsi temkinli bir yapi
olusturmaktadir. Diger bir ifadeyle bankalar1 karsilasilabilecek risklere ve finansal soklara kars1 koruyan
risk gostergelerindendir.

X2: Aktif karliligi (ROA); net kérin aktif toplamina oranlanmastyla hesaplanmakta ve mevcut varliklarin
ne kadar verimli kullanildigim1 géstermektedir. ROA degerindeki yiikselis arttikga yapilan yatirimlarin
kara dontistiigii goriilmektedir (Akgiil, 2020: 994-995).

X3: Ozsermaye karlihg:i (ROE); net kirin 6zsermayeye oranlanmasiyla hesaplanmakta ve dzsermaye
iizerinden elde edilen kari gostermektedir. ROE’nin yiiksekligi basarili bir 6zsermaye yonetimi
yapildigimmi ve kérin arttigini belirtmesine ragmen, asirt artisi ise yiiksek riske katlanildigr anlamina
geldigi icin dikkatli analiz edilmesi son derece 6nemlidir (Sanalan Bilici, 2019: 43).

X4: Cari oran; donen varliklarin kisa vadeli yabanci kaynaklara oranlanmasiyla bulunmakta ve kisa
vadeli bor¢ 6deme giicii ile net isletme sermayesinin yeterliligini gostermektedir (Stimer & Perek, 2013:
48).

X5: Islami banka say1st; bir iilkede faizsiz bankacilik modeline gore faaliyetlerini siirdiiren bankalarin
sayisidir. Tiirkiye’de katilim bankacilig1 olarak adlandirilan bu sistem, diger iilkelerde islami bankacilik
ismiyle kullanilmaktadir.

X6: Ulusal (yurtici) sube sayist; bir iilkede faizsiz bankacilik sistemine gore kurulan bankalarin ulusal
sube sayilarini gostermektedir.

X7: ATM sayisi; bir iilkedeki bankamatik olarak calisan otomatik vezne makinelerinin sayisini
gostermektedir.

X8: Personel sayisi; faizsiz bankacilik sisteminde istihdam edilen personel sayisini1 gostermektedir.

2.2. Arastirmanin Metodu

Arastirmada iki ¢ok kriterli karar verme tekniginden yararlanilmistir. Ik teknik,
degiskenlerin agirhigin1 hesaplamak icin kullanilan “Normalize Edilmis Maksimum
Degerler” yontemidir. Hesaplanan agirliklara gére performans siralamasi yapmak i¢in ise
“TOPSIS” yontemi kullanilmstir.

2.2.1. NMV

2017 yilinda Tevfik Bulut tarafindan gelistirilen, kisa ve anlasilir bir tekniktir. 4 asamadan
olusmaktadir. Birinci asamada karar matrisi olusturulmaktadir. Tkinci asamada veriler 0-
1 arasma indirgenerek oransal degerlere doniistiiriilmektedir. Uciincii asamada
maksimum kriter baz alinarak normalizasyon matrisi olusturulmaktadir. Son agamada ise
kriter agirliklar1 hesaplanmaktadir (Bulut, 2017).
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2.2.2. TOPSIS

Technique for Order Preference by Similarity to an Ideal Solution olarak adlandirilan
TOPSIS yontemi, benzer ideal ¢oziimler arasindan en iyi tercihi se¢me teknigidir. Hwang
ve Yoon (1981) tarafindan gelistirilmis yontemin amact; pozitif ¢éziime en yakin, negatif
¢Oziime en uzak alternatifi tespit etmektir (Cristobal, 2012: 752; Nan & Tian, 2011, 1141;
Cheng, Chang & Huang, 2003: 550). TOPSIS yonteminde 6 asama yer almaktadir
(Mahmoodzadeh vd., 2007: 336-337).

1. asama: ¢ok kriterli karar verme tekniklerinin hemen hemen hepsinde yer alan karar
matrisi olugturma kismidir.

2. asama: karar matrisinin normalize edilmesi asamasidir. 1 numarali formiille
hesaplanmaktadir.

3. asama: daha Onceden belirlenen agirliklar yardimiyla agirlikli standart karar matrisi
olusturulmasidir. Agirliklarin tlimiiniin toplaminin 1’e esit olmasi1 zorunluluktur. Aksi
durumda yontemin uygulanmasi hatali sonuglar verecektir. Bu asamada agirliklar ile
normalize edilmis matris degerleri ¢arpilmaktadir.

4. asama: ideal ve negatif ideal ¢oziimlerin olusturulmasidir. Bu adimda kullanilan
kriterin pozitif veya negatif nitelik tasimasi Onceden tespit edilerek c¢oziim
olusturulmaktadir. Kriter pozitif yonliiyse ideal ¢dziim, negatif yonliiyse negatif ideal
¢ozlim hesaplanmaktadir.

5. asama: ayirim Olgiilerinin hesaplanmasidir. Bu asamada bir 6nceki asamada belirlenen
pozitif ve negatif ideal ¢ozlimler dikkate alinmaktadir. Hesaplanis bigimi 2 numarada yer
alan formiillerle yapilmaktadir.

Si*: Z(Vij_V?)z Si_ = Z(Vij _Vj_)z
j=1 j=1

Pozitif ideal ayirim (Si*) ve negatif ideal ayirim (Si_) sembolleriyle gosterilmektedir.

6. asama: ideal ¢oziime gore yakinligin hesaplanmasidir. Ideal ¢dziimden kastedilen
pozitif ¢oziime en yakin degerin bulunmasidir. Ideal ¢oziime goreli yakinhk Ci ile
gosterilmekte ve 3 numarali formiille hesaplanmaktadir.

cro_>

LS +S]

0< G <1 eger G- ¢ikarsa sonug pozitif ideal ¢ozlime yakin iken, C=0 ¢ikarsa sonug
negatif ideal ¢6ziime yakindir. Son olarak elde edilen C puanlarina gore biiyiikten kiigiige
siralama yapilarak en uygun ve en iyi alternatif tespit edilmektedir.
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3. Bulgular

Aragtirmada kullanilan ilk yontem olan NMV yontemiyle OIC iilkelerinin finansal
performans gostergelerinin agirligi tespit edilmistir. Bu tespit [FSB tarafindan yayinlanan
veriler yardimiyla 2018-2023 yillar1 aras1 6 yil i¢in yapilmistir. Sonuglar Tablo 3’de yer
almaktadir.

Tablo 3: NMV Puanlar1

Gostergeler / | 2018 2019 2020 2021 2022 2023 Ortalama
Yillar

SYO 8,956653 9,286917 17,11303 16,72828 15,72791 15,69702 13,9183
ROA 13,34989 5,405338 7,616887 9,611621 10,99544 10,29548 9,545776
ROE 12,10346 12,10879 12,26457 13,09697 11,12052 13,23531 12,3216
CO 10,18064 12,38422 9,021762 9,959296 9,466596 8,463348 9,912644
iBS 14,28275 14,82985 14,9273 15,19335 14,36456 14,18737 14,63086
USS 11,17841 12,84044 11,1006 10,21726 12,05952 13,65814 11,8424
ATM 16,22258 18,32334 15,44158 13,97674 13,21468 12,67312 14,97534
PS 13,72562 14,82111 12,51427 11,21647 13,05078 11,79022 12,85308
Toplam % 100 % 100 % 100 % 100 % 100 % 100 % 100

Tablo 3’te yer alan NMV puanlarina gore;

e 2018 yilii¢cin en 6nemli finansal performans gostergesi % 16,22 ile ATM sayisidir.
En az 6nem verilen gosterge ise % 8,95 ile sermaye yeterlilik oranidir.

e 2019 yilii¢in en 6nemli finansal performans gostergesi % 18,32 ile ATM sayisidir.
En az 6nem verilen gosterge ise % 5,40 ile ROA’dur.

e 2020 yili i¢in en 6nemli finansal performans gostergesi % 17,11 ile sermaye
yeterlilik oranidir. En az 6nem verilen gosterge ise % 9,02 ile cari orandir.

e 2021 yili i¢in en Onemli finansal performans gostergesi % 16,72 ile sermaye
yeterlilik oranidir. En az 6nem verilen gosterge ise % 9,61 ile ROA’dur.

e 2022 yili i¢in en 6nemli finansal performans gostergesi % 15,72 ile sermaye
yeterlilik oranidir. En az 6nem verilen gosterge ise % 9,46 ile cari orandir.

e 2023 yili i¢in en Onemli finansal performans gostergesi % 15,69 ile sermaye
yeterlilik oranidir. En az 6nem verilen gosterge ise % 8,46 ile cari orandir.

Elde edilen bulgular 1518iInda NMV puanlan biitiiniiyle yorumlandiginda; 4 yilda en
onemli finansal performans gostergesinin ATM sayis1, Islami banka sayis1 ve sermaye
yeterlilik oranm1 oldugu goriilmiistiir. ATM sayisinin 6nemi; OIC {ilkelerinde yasayan
insanlarin nakit ihtiyaci oldugunda sikint1 ¢gekmeyecekleri hatta dijital bankaciliga gecis
siirecinde ilerleme gosterdikleri ve subeye erisime gerek duymadan insanlarin nakit
ihtiyaglarm giderecekleri seklinde yorumlanabilir. islami banka sayisini yiiksek olmasi
ise; OIC iilkelerinde faizsiz bankacilik sistemi dolayisiyla mevduat bankalar1 yerine
katilim bankalarmin ya da Islami bankalarin tercih edilmesi Islami banka sayisinin
yiiksek olmasina neden olmaktadir. Sermaye yeterlilik oranmin yiiksek olmasi; OIC
tilkelerindeki bankacilik sektoriiniin finansal performansinda Basel Kriterleri’nin dnem
arz ettigini ortaya koymaktadir. Clinkii Basel Kriterleri sonucu dogan sermaye yeterlilik
oraninin Islami bankaciligin gelismesinde rolii biiyiiktiir. Hatta bu oran bankalarin etkin
risk yonetim sistemine sahip olmalarina yardimci olmaktadir. Finansal performans
gostergelerinden 6nemi en diisiik olanlar ise ROA ve cari orandir. Bu bulgular 1518inda;
bankacilik sektdriiniin kisa vadeli nakit ihtiyact sikintist yasadigi ve aktif karliliginin
diisiik oldugu ¢iinkii sahip oldugu varliklardan yeterince kar iiretemedigi veya iist
yoneticilerin varliklar1 verimli kullanamadig1 seklinde ifade edilebilir. Onem diizeyleri
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gore OIC iilkelerinin finansal

performansin1 6lgmek i¢in ise TOPSIS teknigi kullanilmistir. 2018 ve 2019 yilina ait

TOPSIS sonuglar1 Tablo 4’de goriilmektedir.

Tablo 4: TOPSIS Skorlar1 (2018 & 2019 yillar1)

2018 2019

Ulkeler Puanlar Siralama Ulkeler Puanlar Siralama
Suudi Arabistan 0,65175446 1 Suudi Arabistan 0,65500658 1
Endonezya 0,5213619 2 Endonezya 0,50760773 2
Banglades 0,38592754 3 Pakistan 0,42213296 3
Pakistan 0,35450911 4 Banglades 0,41097836 4
Tiirkiye 0,34320641 5 Tiirkiye 0,38010425 5
BAE 0,24691008 6 BAE 0,26516535 6
Urdiin 0,15201437 7 Urdiin 0,21391045 7
Kuveyt 0,14032246 8 Kuveyt 0,19263965 8
Katar 0,1400234 9 Brunei 0,1911156 9
Brunei 0,12879667 10 Katar 0,18294918 10
Filistin 0,06718521 11 Filistin 0,14253443 11
Umman 0,02209128 12 Umman 0,01009321 12

Tablo 4 incelendiginde; 2018 yilinda finansal performansi en

iyi tilke Suudi Arabistan
iken, Umman yetersiz performansa sahiptir. 2019 yilinda da benzer bi¢cimde Suudi
Arabistan en yliksek, Umman en diisiik performansa sahiptir. Bunun gerekgesi olarak;
Suudi Arabistan’n Islami Finans endiistrisinde zirvede yer almas1 sdylenebilir. 2020 ve
2021 yilina ait TOPSIS sonuglar1 Tablo 5’te verilmistir.
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Tablo 5: TOPSIS Skorlar1 (2020 & 2021 yillar)

2020 2021

Ulkeler Puanlar Siralama Ulkeler Puanlar Siralama
Irak 0,48382155 1 Irak 0,54217651 1
Suudi Arabistan 0,46989001 2 Suudi Arabistan 0,40600971 2
Endonezya 0,39736352 3 Endonezya 0,37276641 3
Pakistan 0,37589816 4 Banglades 0,36196311 4
Banglades 0,36478352 5 Pakistan 0,33665715 5
Tiirkiye 0,30360401 6 Tiirkiye 0,2835969 6
Urdiin 0,1908605 7 BAE 0,16952451 7
BAE 0,19018233 8 Urdiin 0,15150738 8
Katar 0,17579729 9 Kuveyt 0,12148003 9
Brunei 0,17009874 10 Katar 0,11896051 10
Kuveyt 0,15848965 11 Brunei 0,10996756 11
Filistin 0,117885 12 Filistin 0,09742632 12
Umman 0,00799215 13 Umman 0,04237487 13

Tablo 5 incelendiginde; 2020 yilinda finansal performansi en iyi iilke Irak iken, Umman
en diisiik performansa sahiptir. 2021 yilinda ayni1 sekilde Irak’in finansal performansi en
yiiksek, Umman ise en diisiik performansa sahiptir. Irak finansal acidan Islami finans
enddistrisinin dncii lilkelerinden oldugu icin zirvede yer almaktadir. 2022 ve 2023 yilina
ait TOPSIS sonuglar1 Tablo 6’da verilmistir.

Tablo 6: TOPSIS Skorlar1 (2022 & 2023 yillarr)

2022 2023

Ulkeler Puanlar Siralama Ulkeler Puanlar Siralama
Irak 0,47249764 1 Pakistan 0,544511 1
Endonezya 0,44343054 2 Irak 0,443248 2
Pakistan 0,42819793 3 Tiirkiye 0,39722 3
Suudi Arabistan 0,4103394 4 Endonezya 0,383037 4
Tiirkiye 0,38209731 5 Suudi Arabistan 0,368826 5
BAE 0,15235273 6 Kuveyt 0,113092 6
Urdiin 0,1209681 7 Urdiin 0,110101 7
Kuveyt 0,10902554 8 Brunei 0,098064 8
Brunei 0,08636286 9 Filistin 0,037529 9
Filistin 0,07400011 10 Umman 0,034761 10
Umman 0,02114641 11

Tablo 6 incelendiginde; 2022 yilinda finansal performansi en iyi tilke Irak iken, Umman
en diisiik performansa sahiptir. 2023 yilinda Pakistan’in finansal performansi en yiiksek,
Umman ise en diisiik performansa sahiptir. Pakistan’in bankacilik sektorii Covid-19
pandemisinin etkilerinden kurtulmaya baglayarak finansal performansta biiytik bir atilim
gostermistir. TOPSIS sonuglarinin bir biitliin olarak grafige dokiilmiis hali Sekil 1°de
goriilmektedir.
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Sekil 1: TOPSIS Skorlar1 (2018 - 2023 yillar1 arasi)
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Sekil 1’e gore; tiim yillara ait {ilkelerin finansal performanslar1 ve hangi yilda hangi
tilkenin daha iyi performansa sahip oldugu goriilmektedir. Tiim yillarin ortalamalarina
gore Suudi Arabistan, Irak ve Endonezya’nin finansal performansa gore zirvede olduklari
goriilmektedir. Bu ii¢ iilkenin zirvede yer almasimin; islami banka sayisinin ve ATM
sayisinin fazla olmasi, Islami finans sektdriiniin ticari bankalara gére daha baskin olmast,
faizsiz finans sisteminin iilke geneline yayilmasi gibi gerekgeleri sunulabilir.

Sonuc¢

Faizsiz bankacilik sistemi olarak ifade edilebilen Islami bankacilik, sistem olarak
geleneksel bankaciliktan farkli olsa da temelinde yiiksek kar hedefi bulunmaktadir. Bu
hedefi gerceklestirmek icin istikrarl ve siirekli gelisim gosteren finansal performans son
derece dnem arz etmektedir. Finansal performans 6l¢iimiiyle beraber bankalarin mevcut
kaynaklarin1 etkin ve verimli kullanma Olgiisii tespit edilmektedir. Bu tespiti
gerceklestirmek i¢in literatiirde kullanilan finansal performans gdostergelerinden
yararlamilmistir. Bu gostergeler; sermaye yeterlilik oram, ROA, ROE, cari oran, Islami
banka sayis1, ulusal sube sayisi, ATM sayis1 ve personel sayisidir. Sermaye yeterlilik orani
Wasiaturrahma vd. (2020), ROA ve ROE Rezvanian ve Mehdian (2024), sube sayis1 ve
ATM sayis1 Aycin & Orcun (2019); Gengtiirk vd. (2021), personel sayist Hamidi &
Rusydiana (2019); Matousek vd. (2015) olmak {izere literatiirdeki arastirmalardan
derlenmistir.

Calismada finansal performans gostergesi olarak belirlenen 9 gostergenin 2018-2023
yillart arasin1 kapsayan 6 yillik analizi OIC’e iiye 13 iilke icin gergeklestirilmistir. OIC
iiyesi iilkelerde Islami bankacilik faaliyetleri yogun bir bicimde devam etmektedir. OIC e
tiye 57 iilke olmasina ragmen, ¢alismanin orneklemi belirlenen finansal performans
gostergeleriyle ilgili verilerine ulasilabilen 13 iilkeden olugmaktadir. Ayrica 6rneklem

International Journal of Islamic Economics and Finance Studies 11/1 (March 2025)



NMYV Tabanl TOPSIS Yéntemi ile Islam Isbirligi Teskilat: Ulkelerinde Islami Bankalarm...

olarak bu {ilkelerin se¢ilmesinin nedeni; OIC f{iyesi iilkelerin finansal performans
durumunu gorebilmek ve kiyaslamaktir.

Bu ¢alismada NMV tabanli TOPSIS yontemi kullanilmistir. Bu iki yontem, hem
gostergelerin  agirligimi bulmak hem de performans siralamasi yapmak i¢in tercih
edilmistir. NMV skorlarma gore; Islami banka sayisi, ATM say1s1 ve sermaye yeterlilik
orani en Oonemli gostergeler olarak saptanmistir. ATM sayisina verilen onem, insanlarin
nakit ihtiyaci olduklarinda subeye gereksinim duymaksizin nakit sorununu ortadan
kaldiracaklarma isaret etmektedir. Islami banka sayisiin yiiksek olmasi, faizsiz
bankacilik sisteminin daha baskin oldugunu gostermektedir. Sermaye yeterlilik oranina
verilen 6nem ise Basel Kriterleri’nin ortaya koydugu asgari sermaye yeterlilik orani
geregi bir zorunluluktur. ROA ve cari orana verilen 6nemin diisiik olmasi; bankacilik
sektorlinde yasanilan likidite sikintisina ve varliklarindan yeterince kar elde edilmedigine
isaret etmektedir.

TOPSIS skorlarina gore ise; Irak ve Suudi Arabistan’in finansal performansi en yliksek
seviyededir. Bu sonug, Islami Finans endiistrisinin zirvesinde yer alan 2 iilke i¢in olas1 bir
senaryodur. Ciinkii bu iilkelerde Islami banka sayis1 ve ATM sayis1 fazladir. Ote yandan
bu iilkelerde islami finans sektdrii daha dominant olup, faizsiz finansa dayali bir
bankacilik sistemleri bulunmaktadir.

Gergeklestirilen bu ¢alismanin literatiire OIC iiyesi iilkeler 6zelinde katki sunacagi ve
Islami bankacilik sektdriiniin iilke bazinda karsilastirilmas: yapilarak &neri sunaca@
diistiniilmektedir. Caligmanin ilke grubu, zaman grubu ve degisken sayisi
farklilastirilarak yapilmast hem bu caligmayla kiyasi hem literatiire katki sunmasi
acgisindan Onerilebilir.
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Abstract

Islamic finance has become one of the most important sources of the global financial system, and its growth
potential has necessitated a detailed market analysis. In this study, Islamic markets are analyzed by comparing
them with conventional markets to find out whether they act differently from other financial products in crisis
and protect their investors, that is, whether they act as a safe haven. The extent to which Islamic and conventional
stocks experience connectedness during crisis periods, their aggregate dynamic connectedness structure, and
which markets transmit or receive the most shocks have prompted this research. This study examines the dynamic
connectedness structure between Islamic and conventional stocks in Gulf Cooperation Council (GCC)
economies by using daily data for 23.06.2015- 8.08.2024 through the TVP-VAR model. The research includes
additional analyses for investors with a short-term and long-term investment approach. The degree of short-term
and long-term connectedness is analyzed to determine whether the market is a transmitter or a receiver of shocks.
Short-term (frequencies in the 1-5 day period) and long-term (frequencies in the period longer than S days)
forecast horizons are modeled. According to the findings on frequency connectedness, in both markets, short-run
transmission rather than long-run transmission is found to be the main source of connectedness. The
connectedness in Islamic and conventional markets has a similar structure during periods when risk decreases and
increases. In general, during the 2015-2016 oil crisis period, the 2020 COVID-19 period, the February 2022
Russia-Ukraine war, and the October 2023 Israel-Palestine war, total connectedness increased and the market's
receiver or transmitter positions changed. Conventional markets have a higher level of connectedness than Islamic
markets. However, this level is not strong enough to support the view that Islamic markets provide protection to
investors and national economies in crisis and offer a safe harbor effect.

Jel Classifition: G10, G11

Keywords: TVP-VAR, Islamic Stock, Conventional Stock, GCC.

Oz

Kiiresel finansal sistemin 6nemli kaynaklarindan biri haline gelen Islami finansin ulagtigr hacim ve muhtemel
biiyiime potansiyeli ayrintl piyasa analizi geregini dogurur. S6z konusu éneminden dolay kriz donemlerinde
diger finansal Griinlerden farkli davranarak yatrimcisint koruma &zelligi yani givenli liman gorevi goriip
gormedigini tespit etmek amactyla bu galismada Islami piyasalar, gelencksel piyasalar ile kiyaslanarak incelenmistir.
Islami ve konvansiyonel hisse senetlerinin kriz dénemlerinde ne dlgiide baglantililik yasadiklari, toplam dinamik
baglantililik yapilari ve hangi piyasalarin daha fazla sok yaydigi veya aldigi bu aragtirmay1 yapmaya tegvik etmistir.
Bu ¢alismada Kérfez Is birligi Konseyi (KIK) ekonomilerinde Islami ve geleneksel hisse senetleri arasindaki
dinamik baglanalilik yapist 23.06.2015- 8.08.2024 donemine ait giinliik veriler kullanilarak TVP-VAR modeli ile
incelenmigtir. Aragtirma ayrica kisa vadeli ve uzun vadeli yatirim yaklagimina sahip yatrimeilar igin ek analizler de
icermektedir. Incelenen piyasalar igin kisa vadeli ve uzun vadeli baglantlilik derecesi analiz edilerek piyasanin
soklarin alicisi mi yoksa soklarin yayicist mi1 oldugu belirlenmigtir. Bu amagla, kisa vadeli (1-5 giinlitk dénemdeki
frekanslar) ve uzun vadeli (5 giinden uzun dénemdeki frekanslar) tahmin ufuklart modellenmigtir. Frekans
baglantlilik  yaklagimi modeli kullanilan aragtirma bulgularina gore, her iki piyasada da uzun donemli
baglantiliiktan ziyade kisa donemli baglantuliigin temel kaynak oldugu goriilmistiir. Toplam dinamik
baglantililik sonuglarina gore ise Islami ve konvansiyonel piyasalardaki baglantililik, riskin azaldigt ve arttgt
dénemlerde benzer bir yapiya sahiptir. Genel olarak 2015-2016 petrol krizi dénemi, 2020 COVID-19 dénemi,
Subat 2022 Rusya-Ukrayna savast ve Ekim 2023 Israil-Filistin savagt dénemlerinde toplam baglantililik artmus ve
piyasanun soklarr alici veya yayict pozisyonlart degismistir. Aragtirma sonucunda elde edilen bir diger 6nemli bulgu
ise geleneksel piyasalarmn Islami piyasalara gore daha yiiksek bir baglantlilik diizeyine sahip olmastdir. Ancak bu
diizey, Islami piyasalarin kriz donemlerinde yatirmeilara ve ulusal ekonomilere koruma sagladigs ve giivenli liman
etkisi sundugu goriisiinii destekleyecek kadar giiglii degildir.

Jel Simiuflandirmast: G10, G11 ] )
Anahtar Kelimeler: TVP-VAR, Islami Piyasa, Geleneksel Piyasa, KIK.
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Introduction

The 20th-century crises and the unpredictability of the risks and uncertainties of conventional
financial markets have increased financial actors’ orientation toward Islamic financial markets.
The value it adds to the development of countries and the real economy lies in its support for
more realistic and impactful investments compared to the traditional financial system
(Cetinkaya, 2023: 142), the fact that it has a structure to protect investors and the country
economies from global fluctuations (Kusat, 2014: 1), the fact that high leverage ratios and
complex instruments in the conventional system lead to vulnerabilities and fragilities, causing
many growth and recessions around the world (Kogak, 2018: 71-72), and the fact that Islamic
finance involves lower risk than the conventional finance system with its asset-based structure
(Giiglii and Kilig; 2020: 89) can be counted among the reasons for the increasing interest in
Islamic finance. Islamic finance is based on ethical banking, socially responsible investment,
and community banking. Five fundamental principles govern Islamic finance: Freedom from
Riba, Shari’a-Approved Activities, Risk-and-return sharing, sanctity of contract, and avoidance
of Gharar. It aims to provide a domestic, equitable, and ethical financial system (Shanmugam
& Zahari, 2009: 7-8). Islamic finance also allows non-Muslims to participate in the system.
This contributes to market growth. According to the Islamic Financial Services Board and
Islamic Development Bank Institute (2014: i), modern Islamic finance has developed more
robust and better than ever in its 40-year history. Islamic finance is a $3.9 trillion industry across
over eighty countries (Domat, 2024). The high development potential of Islamic finance has
attracted the attention of organizations that have a say in the world economy, such as the World
Bank and the IMF, as well as multinational conventional banks, and increased the interest of
these institutions in Islamic finance (Gtiglii and Kilig; 2020: 89).

Determining factors affecting returns on financial assets has been one of the most researched
topics in finance (Demir, 2024: 265), and it is essential to investigate Islamic financial markets
in every period as much as conventional markets to guide the relevant parties. Islamic finance
systems are based on Islamic beliefs; thus, all actions and deeds must be Sharia-compliant
(Kusat, 2014: 2). Islamic stocks are subject to Shariah screening to qualify as Shariah-
compliant. The objectives of this study are (i) the aggregate dynamic connectedness structure
of the Islamic and conventional markets of the GCC countries, (ii) the level of connectedness
of Islamic and conventional stocks during crisis periods, and (iii) which markets transmitted or
received the most significant shocks among Islamic and conventional markets. To answer these
questions, TVP-VAR model was used. In choosing TVP-VAR over alternative econometric
models, several advantages of TVP-VAR were taken into account. For instance, TVP-VAR can
update its parameters according to time-varying dynamics. Traditional fixed-parameter models
(DCC-GARCH, Rolling Window VAR, etc.), which could be alternative models, usually run
with fixed parameters or update the parameters based on a given window length. For example,
DCC-GARCH may be limited in modeling structural breaks. TVP-VAR can make more
accurate forecasts in periods when markets are more dynamic and volatile. cADCC dynamic
conditional correlation model, on the other hand, cannot explain which series are receivers and
which series are transmitters (Benlagha et al. 2022: 2; Mishra & Ghate, 2022: 3-4; Gokgoz,
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2022: 87). Moreover, TVP-VAR s faster in detecting structural changes than conventional
fixed-parameter models. The study also applied the TVP-VAR model with frequency
connectedness to provide guidance to investors considering short- and long-term investment
plans and to test the model against each other. The TVP-VAR frequency connectedness
approach makes it possible for the decomposition of volatility connectedness into short-run and
long-run components when taking into account the time-varying coefficient and variance-
covariance structure simultaneously without losing observations as no arbitrary rolling-window
is employed, and meanwhile there is no need for the concern of outliers or erratic parameters
(Huang et al.2023: 2). It is important to adapt to changing conditions in Islamic and
conventional markets. In this study, TVP-VAR model is chosen because of its ability to detect
changes in market structure, risks and uncertainties and to make fast and accurate forecasts. In
addition to the advantages of the model, it has some limitations. These are as follows: a large
and high-frequency data set is required to make accurate forecasts; the forecasting ability is
weakened when low-frequency data or small data sets are involved. If we find answers to our
questions, we will shed light on (i) whether Islamic and conventional equity markets offer
diversification for investors, especially during crises, and (ii) whether the market's position as
a shock receiver/transmitter should be taken into account when making investment decisions.
The findings show that the level of dynamic connectedness between Islamic and conventional
markets increased to a similar degree during the period of political, economic and policy events.
In addition, there was a change in the receiver or transmitter positions of the markets. This result
does not support the view that Islamic markets are safe havens.

1.Literature Review

Islamic finance, which has become one of the significant sources of the global financial system,
has become an important research topic in the literature. The volume it has reached, its
probability of growth and its relatively low level of risk compared to other financial products
have led to the need for a detailed market analysis. If we briefly mention these study topics,
Najeeb, et al. (2017) and Pirgaip et al. (2021) highlighted that Islamic financial markets offer
risk management and portfolio diversification to investors, especially for conventional bond
investors; Kontesa (2023) pointed out in terms of risk management, Sharia-compliant debt
financing will provide advantages in stock price collapse risk management. Moreover, the
effects of Islamic events (such as Ramadan Meelad ul Nabi, Ashura and Eid al-Adha) on Islamic
and conventional stock markets have been investigated by various studies (Almaida et al., 2024;
Shah et al., 2017; Wasiuzzaman, 2018). The impact of the market on macroeconomic factors
such as economic growth (Abduh & Omar, 2012; Johnson, 2013; Nawaz et al. 2019), interest
rate (Nahar & Sarker, 2016; Nursyamsiah, 2018), sustainable development (Hassan, 2014), risk
factors (Shahzad et al., 2017), exchange rate, and inflation (Rifai et al., 2017; Widarjono, 2018;
Abusharbeh, 2020) have been assessed, and it has been declared that these examinations should
be taken into account when making investment decisions.

The interconnectedness/interaction between conventional and Islamic equity markets is a hot
topic in the literature. These studies are detailed in this section as the basis per this study. Abu
Bakar and Masih (2014) tested the link between the six major international stock markets:
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Europe, the United States, Japan, the United Kingdom, Malaysia, and China and international
Islamic stock using wavelet time-scale decomposition analysis. This study finds that volatility
and co-movement among stock indices are higher and more volatile during financial crises and
that there is bidirectional causality between the Islamic index and other international indices.
In a similar study, Saiti et al. (2016) tested the extent of contagion for 18 indices of conventional
and Shari‘ah-compliant stocks using wavelet analysis, specifically observing crisis periods. The
results show that Sharia-compliant indices mostly show no evidence of contagion (except
during crisis periods). Umar and Suleman (2017) analyzed the interdependence between Islamic
and conventional stocks in the US, Japan, and the UK using multivariate VAR-EGARCH. They
found support for the divergence hypothesis in the post-crisis period. Shahzad et al. (2017) -
similar to Umar and Suleman (2017)-examined the global Islamic stock market, including three
main conventional national stock markets (the US, Japan, and the UK), using a VAR-based
spillover index approach. Strong interconnectedness is observed between the global Islamic and
conventional stock markets. Majdoub and Sassi (2017) examined the volatility spillovers
between Asian (India, Thailand, Malaysia, Korea and Indonesia) and China Islamic stock
markets using the VARMA-BEKK-AGARCH model. Significant negative and positive return
spillovers from China to the Asian Islamic equity market and bidirectional volatility spillovers
between China, Korea, and Thailand. It is concluded that the long-term volatility spillover effect
from China to India, Indonesia, and Korea's Islamic stock markets is not persistent. Anas et al.
(2020) examined region-wise (the Americas, Europe, Asia and Africa) the divergence and
integration between emerging markets' Islamic and conventional stock returns. They developed
using the daily wavelet and ADCC-based model. This study finds that all regions developed
and emerging conventional and Islamic equity markets are highly positively correlated, and the
divergence hypothesis is rejected. Using the TVP-VAR method, Mandaci and Cagli (2021)
examined the interconnectedness of Middle East and North Africa (MENA) countries with
Islamic and conventional markets. They supported the hypothesis of separating Islamic equity
markets from conventional equity markets. Examining the interconnectedness between Islamic
markets and country stock markets using the TVP-VAR model, Bossman et al. (2022) sampled
17 Islamic country stock market indices (Bahrain, India, Bangladesh, Malaysia, Kazakhstan,
Indonesia, Pakistan, Irag, Egypt, Kuwait, Jordan, Oman, Qatar, Palestine, United Arab Emirates
(UAE), Morocco and Saudi Arabia) and stock market indices of G7 countries (Canada, France,
Germany, Italy, Japan, UK, and the USA). The study found that Islamic markets are less (more)
correlated with conventional markets during normal (stressed) trading periods. Smolo et al.
(2022) investigated the dynamic interconnectedness and volatility spillovers between Islamic
and conventional stock markets in the BRICS and Tiirkiye, utilizing the Diebold&Yilmaz
Connectedness Index and the Barunik&Krehlik Frequency Connectedness Indexes. This study
found that Islamic equities are more likely to be in the "transmitter" position and relatively less
likely to be in the “receiver™ position than conventional equities. The study also observed that
the co-movement between BRICS+T countries increased during the COVID-19 and Global
Financial Crisis, but this effect was weaker for Islamic stocks. Mensi et al. (2023) examined
the multiscale spillovers between BRICS country stock markets, the Dow Jones Sukuk index
and the Dow Jones Islamic stock index using multivariate and bivariate wavelet approaches.
This study concludes that, in the long run, the Islamic stock market is integrated with the BRICS
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stock markets, reducing hedging gains. Sahabuddin et al. (2023) utilized multivariate GARCH
multiscale maximal overlap discrete wavelet transform (MODWT) approaches to investigate
the dynamic conditional correlation and volatility spillovers between Islamic and conventional
equity markets in developed (US, UK and Japan) and emerging (Malaysia, Indonesia and
China) countries. This study finds that Islamic and conventional markets move together in the
long run and exhibit time-varying volatility and dynamic conditional correlation. In contrast,
volatility movements change due to financial crises. Naeem et al. (2024), on which we base our
study, examined the dynamic interconnectedness between conventional and Islamic stock
markets in the GCC economies using the TVP-VAR method. This study finds that the
interconnectedness of conventional and Islamic equities increased during the crisis period, that
both markets behaved similarly, and that they did not offer diversification for hedging.

To encapsulate previous studies, dynamic connectedness in both markets varies by country,
except during crisis periods; as a common conclusion: COVID-19 (Smolo et al., 2022; Bossman
etal., 2022) and financial crises (Abu Bakar & Masih, 2014; Saiti et al., 2016; Umar & Suleman,
2017; Smolo et al., 2022; Sahabuddin et al., 2023). As a result of these results, this study has
emerged to guide investors in determining whether Islamic markets act similarly to
conventional markets and whether they are related or not. Different from the literature, for the
GCC countries, the study aims to determine the level of dynamic connectedness between the
markets and to evaluate the findings in the context of political, economic and policy events that
took place during the period of increased connectedness. To this purpose, the advantages of the
TVP-VAR model can be used to identify the behavior of both markets during crisis periods.

2. Methodology

This section provides an explanation of the methodology and data set used in the study, along
with a statement on ethics.

2.1. Time-Varying Parameter (TVP-VAR) Model

The TVP-VAR model was first introduced in macroeconometrics by Primiceri (2005). Diebold
and Yilmaz (2012, 2014) developed the connectedness approach using variance decompositions
to dynamically measure spillovers. Antonakakis and Gabauer (2017, 2020) extended the TVP-
VAR connectedness methodology by incorporating Kalman filter estimation to allow for time-
varying variance-covariance matrices. Diebold and Yilmaz (2009) used a Cholesky-type VAR
method to investigate whether the ordering of variables changes the results and the
interrelationship of variables. The authors also presented the concept of connectedness and
ways of measuring connectedness in their 2014 study (Antonakakis et al., 2020: 2).

The proposed method extends the connectedness approach by varying the variance-covariance
matrix through Kalman filter estimation with forgetting factors. The TVP-VAR model is
expressed by the following equations (Antonakakis et al., 2020: 3-7):

Ve=Kezp_q te &l 21~ N (0,Zp). 1)

vec (Kt)= vec (Kt—l) +€t Etl ‘Qt—1~ N (O,Et), (2)
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n the equation, £2,_; represents the information up to t-1, while y, and z;_; describe the m x 1
and mp x 1 vectors. K; and K;; represent m x mp and m X m dimensional matrices, respectively.
g and & are m x 1 vector and m?p x 1 dimensional matrix, respectively, and time-varying
variance-covariance matrices X, and =, are m x m and m?p x m?p dimensional matrices. Vec
(K,) is the vector form of K,, which is a vector of dimension m?p x 1. Koop et al. (1996) used
time-varying coefficients and time-varying variance-covariance matrices based on generalized
impulse-response functions (GIRF) and generalized forecast error variance decompositions
(GFEVD), according to Pesaran and Shin (1998). For this purpose, the TVP-VAR model is
transformed into a vector moving average (VMA) in accordance with Wold's representation
theorem.

V=] (De(Z¢_p4Me—1) +1¢ 3

=]'(Dy (D (z¢_3+Mp—2)4Ne—1)40¢ 4)

=] (D" zg—pe—r + Z?:o Dtj Ne-j) )
K,

D= ([m(pt_l) Om(p—l)xm) (6)

In the equations above, Dt is an mp X mp dimensional matrix, nt is an mp x 1 dimensional
vector, and J represents an mp x m dimensional matrix.

The process of taking the limit when approaching k is formulated as follows:
Ve =limy e, ' (DE" 2e_pemq + Z?:o Dtj Ne-j) = Xi=o) ng-j , 7)
Ve =XPo) Dljec;  Bie=J'Dl] j=01.. ®)
Bj; denotes an m x m dimensional matrix.

Rs ¥;; . (F) represent responses of all j variables following a shock to the variable i. Because it

is not a structural model, it calculates the differences between an H-step-ahead forecast when
variable i is and is not a shock. The resulting difference is attributed to the shock in variable i,
and the process proceeds as follows:

GIRFt (F,é‘j't, Qt_1)= E (yt + F | €]= 5j,t’ ‘Qt—l )— E(yt +]| ‘Qt—l) (9)
_BF,tztej Sj,t _
lzuj,t(F)_ ﬁ m 6j,t—,/ZU,t (10)
1
Wj,t(F)=ij_2tBF,t 2 ej 11)
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In the equation, e; is an m x 1 selection vector, which is unity at position E and zero otherwise.
In turn, it calculates the GFEVD'yi (¢, (F)), which expresses the pairwise dependence from j
to i and shows the effect of variable j on variable i in terms of the estimation error variance
share, using the following equation:

sf vl
(Pﬂljt (F) = t-1 Tijt (12)

m F-1 w2
Zic1 21 Yije

When X1 ;i @,,:(F)=1 and 2"_; ¢, (F)= m, the denominator represents the cumulative
effect of all shocks, and the numerator explains the cumulative effect of one shock on variable
I. Using the GFEVD, the total connectedness index is expressed by the following equation:

m P
Lj=1,izj Put(F)

C (F)_E g,r]l'=1,i==j ‘m ()
t Iy PP

*100 =2 *100 (13)

Connectedness is defined as the propagation of a shock from one variable to another variable.
First, the variable i transmits its shock to all other j variables called aggregate directional
connectedness, which is represented by the following formula:

m —
ij=1,i=j Pt (F)

z
Ci—)j,t (F) = E;'r_r}:]_ (»51.753 (F) *100 (14)

Second, the directional connectedness variable from j variables, which is the total directional
connectedness from the others, is defined as follows:

m —
ij=1,ixj Pyt (F)

X
Ci—)j,t (F) = E{T'Y]l'=1 ('p—l‘ﬁ (F) *100 (15)

Finally, the net total directional connectedness is obtained by subtracting the total directional
connectedness to others from the total directional connectedness analyzed. This is explained as
the impact variable of the variable “i” in the analysis.

Cit=Cisji (F)—Ciyj ¢ (F) (16)

If C; is positive, then variable i is influenced more than the others in the network. If C;; is
negative, then variable i is driven by the network.

By combining the TVP-VAR connectivity framework with the spectral representation of
variance decompositions offered by the BK-18 model, we can explore the connectedness
between variables of variables of interest in the frequency domain. Moreover, this analysis
further extends the analysis to capture connectedness from both short-term and medium-to-
long-term horizons by using the frequency response function function ¢(e ™) = Z}‘;Os‘”sf G-

In the equation, n is defined as the square root of v—1, representing the complex unit, and s
symbolizes the frequency. This provides the basis for analyzing the spectral density of r; at a
given frequency v. The approach allows the spectral density of r, to be assessed at various
frequencies, facilitating the computation of frequency-based GFEVDs. These are normalized
for a refined analysis of spillover effects in specific frequency ranges (Dammak et al., 2024:
10-12). r; spectral density at frequency s is conceptualized as the Fourier transform of an infinite
order Time-Varying Parameter Vector Moving Average model (TVP — VMA()):
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Qr(s) =Xfw E(reri_p)e™ =g(e™™) %, ¢'(e™) (17)

Then, the frequency-based GFEVD is calculated. To ensure correct interpretation, this requires
normalization, which results from applying the following equation:

2
CORE[ER0 (™) 2 ),
220 (s(e75) e ()

¢npt (s) = (18)

np

7 - Pnpe(s)
¢l]t(w) Z{<=1 ¢npt(5) (19)

The term <15npt(5) stands for the section of the spectrum of variable n's at a given frequency s
that can be attributed to the shocks originating from variable p. For this study, data is collected
on all frequencies within a given range to assess short- and medium-long term connectedness
effects and aggregate them to provide a comprehensive assessment.

w=(ab)abe(—mm), a<b (20)
J)npt(w) = f; J’npt(s)ws (21)

Finally, within this analysis, we calculate a couple of key indices: the net connectedness index
(NET) and the total connectedness index (TOTAL). These calculations are crucial for studying
the degree of connectedness in a given frequency range, denoted z.

NET,;(w) = TOp;(Ww) — FROM,,; (W) (22)
TCI; (w) = Kt Z§=1 TOp (W) = K~! Z§=1 FROM,,; (w) (23)
2.2. Data Set

By conducting this study, Islamic and conventional stocks of Gulf Cooperation Council (GCC)
economies (Bahrain, Oman, Kuwait, Saudi Arabia, Qatar and the UAE) are the indices
calculated by S&P. 23.06.2015- 8.08.2024 period daily data were used, and all variables were
converted into return series with the following formula:

r. = In (P/ P, _;) formula was used.

In this formula, r; is the return of the series at the time, the closing price of the index at the
time P, the closing price of the index at the time of P,_; denotest=1..., T.

The descriptions of the variables transformed into return series are presented in Table 1, and
time path graphs are presented in Figure 1. All data were synchronized to ensure date unity.

Table 1: Descriptions of the Variables

BAH S&P Bahrain Shariah Domestic § BAH S&P Bahrain
SH price index 2 BMI
Q g
% QAT S&P Qatar Shariah Domestic S QAT S&P  Qatar
% | ARSH price index O | AR BMI
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KU S&P Kuwait Shariah Domestic KU S&P Kuwait
WSH price index w BMI

OMS S&P Oman BMI Shariah OM S&P Oman
H AN BMI

SAA S&P Saudi Arabia Shariah SAA S&P  Saudi
RSH Domestic price index R Arabia BMI

UAE S&P U.A.E. Shariah Domestic UAE S&P UAE
SH price index Domestic Index

Note(s): The variables were obtained from www.spglobal.com.

Figure 1: Time Series of Variables

Bahsh Bah QatarSh Qatar
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Source(s): Authors’ calculations.

When the time path graphs of the logarithmized return series are examined, all variables
experienced intense waves in March 2020 with the declaration of COVID-19 as a pandemic by
the World Health Organization. Fluctuations indicate that the global health crisis has caused
turbulence in Islamic and conventional equity markets. A similar situation occurred during the
Russian-Ukrainian war in February 2022 and the Israeli-Palestinian war in October 2023.
Fluctuations in such periods make it necessary to examine the existence of dynamic
connectedness between series.

3. Research Findings

The study focuses on assessing the aggregate dynamic connectedness and spillover relationship
between Islamic and conventional stocks in GCC countries through the TVP-VAR model. The
results derived from the analysis are outlined in this section. The descriptive statistics of the
variables are presented in Table 2, and the correlation matrix is presented in Table 3.
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Table 2: Descriptive Statistics

Mean Std.Dev. Skewness Ex. Kur. JB ERS Qo) Q2 (10)
BAHSH 0.000204 0.014443 -0.125** 14.279*** 19197.515 -17.59%** 19.441*** 147.973%**

%

QATARSH  -0.00012  0.010254 -1.133%** 14.346%** 19855.153  -18.60%** 22.951%** 43.113**

%k

KUWSH 0.000254  0.010231 -5.216*** 101.566**  981213.61  -8.326™* 73.861%** 185.393***

9***

OMANSH -0.00031  0.007637 -0.770%** 12.3917*** 14675.305  -14.57%** 14.739%*** 43.624***

%k

SAARSH 0.000123  0.010879 -1.493%** 18.780*** 34037.395  -18.04*** 24.302%** 286.078***

8 %
,‘_% UAESH 0.000082  0.010943 -1.927%** 35.690%** 12129298  -2.209** 18.709*** 538.800***
;2 2***
BAH 0.000319  0.008332 -2.357%** 50.662*** 243678.23  -10.33*** 40.367*** 71.696***
7***
QATAR -0.00011  0.010340 -1.421%* 19.060%** 34954.278  -20.11%* 19.366*** 51.500%**
KUW 0.000174  0.009604 -5.839%** 124187 14644704  -12.59** 64.917%%* 123.228***
2***
OMAN -0.00005  0.006354 -1.626*** 31.201%** 92626.960  -18.00*** 53.452%%* 12.787**
)
g | SAAR 0.000116  0.011378 -2.393*** 33.280%** 106403.47  -17.33*** 46.019*** 107.306***
"‘E 8***
4
E UAE 0.000031  0.010928 -2.020%** 35.884*** 122735.03  -4.580*** 17.691%*** 605.816***
U 6***

Note(s): The number of observations for each stock market is 2,260. *** indicates significance at 1%, ** indicates
significance at 5%; Skewness test: D’Agostino (1970); Kurtosis test: Anscombe & Glynn (1983); JB normality
test: Jarque & Bera (1980); ERS unit-root test: Elliott et al. (1996); Q (10) and Q? (10) weighted Portmanteau test
statistics: Fisher & Gallagher (2012).

Based on the descriptive statistics results in Table 2, it is determined that all of the series are
not normally distributed (skewness#0; Kkurtosis#3). There is a multicollinearity
(autocorrelation) problem in the standard errors (Q) and squares of the standard errors (Q2) of
all series. The presence of autocorrelation in the squares of the errors of the series indicates that
the variance is changing. The results of the ERS test indicate that the existence of a unit root is
rejected.

Table 3: Correlation Matrix

BAHSH QATARSH KUWSH  OMANSH SAARSH  UAESH
BAHSH 1 0.23477 0.34076 0.14459 0.21728 0.40643
- (0.0000) (0.0000)  (0.0000) (0.0000) (0.0000)
QATARSH 0.23477 1 0.33289 0.22178 0.29447 0.41000
(0.0000) - (0.0000)  (0.0000) (0.0000) (0.0000)
o | KUWSH 0.34076 0.33289 1 0.20534 0.26780 0.43770
E (0.0000) (0.0000) - (0.0000) (0.0000) (0.0000)
Z | OMANSH 0.14459 0.22178 0.20534 1 0.11180 0.18961
(0.0000) (0.0000) (0.0000) - (0.0000) (0.0000)
SAARSH 0.21728 0.29447 0.26780 0.11180 1 0.29528
(0.0000) (0.0000) (0.0000)  (0.0000) - (0.0000)
UAESH 0.40643 0.41000 0.43770 0.18961 0.29328 1
(0.0000) (0.0000) (0.0000)  (0.0000) (0.0000) -
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BAH QATAR KUW OMAN SAAR UAE
BAH 1 0.22956 0.45291 021175 0.27763 0.35249
- (0.0000) (0.0000)  (0.0000) (0.0000) (0.0000)
QATAR 0.22956 1 0.33649 0.27517 0.44365 0.48329
- (0.0000) - (0.0000)  (0.0000) (0.0000) (0.0000)
£ | KUW 0.45291 0.33649 1 0.30350 0.42023 0.45557
£ (0.0000) (0.0000) - (0.0000) (0.0000) (0.0000)
Z | OMAN 0.21175 0.27517 0.30350 1 0.25413 0.28758
o (0.0000) (0.0000) (0.0000) - (0.0000) (0.0000)
SAAR 0.27763 0.44365 0.42023 0.25413 1 0.51326
(0.0000) (0.0000) (0.0000)  (0.0000) - (0.0000)
UAE 0.35249 0.48329 0.45557 0.28758 0.51326 1
(0.0000)  (0.0000) (0.0000)  (0.0000)  (0.0000) -

Table 3 presents the correlation matrix between the series. All series are positively correlated.
The UAE Islamic market is highly correlated with other Islamic markets, except OMANSH. In
the conventional markets, Bah has a higher correlation with QATAR, SAAR, and UAE with
BAH, SAAR, and UAE with KUW. In comparison, OMAN has a higher correlation with
SAAR, QATAR, KUW, and UAE with KUW.

Table 4 presents the average dynamic connectedness among the series. In this table, the series

in the row is the affected value, and the series in the column is the influencing value.

Table 4: Average Dynamic Connectedness

Islamic
BAHSH QATARSH KUWSH OMANSH SAARSH UAESH FROM

BAHSH 71.99 4.58 6.59 2.97 4.17 9.69 28.01
QATARSH 443 67.68 7.02 3.84 6.15 10.88 32.32
KUWSH 6.61 7.27 69.36 3.01 5.85 7.89 30.64
OMANSH 3.36 4.8 3.23 824 2.62 3.59 17.6
SAARSH 5.41 9.61 6.93 2.38 66.3 9.37 33.7
UAESH 8.94 10.29 7.21 2.93 5.73 64.91 35.09
TO 28.74 36.55 30.98 15.13 24.52 4143 177.36

TCI
NET 0.73 422 0.34 -2.47 -9.17 6.34 29.56
NPT 3 4 2 0 1 5

Conventional
BAH QATAR KUW OMAN SAAR UAE FROM

BAH 69.18 4.76 12.05 3.34 4.79 5.87 30.82
QATAR 3.86 61.52 7.09 5.15 10.25 12.13 38.48
KUW 9.64 7.35 62.6 4.89 8.11 7.41 374
OMAN 3.53 6.39 5.4 76.56 4.25 3.87 23.44
SAAR 343 10.42 7.06 3.03 64 12.06 36
UAE 4.32 11.72 6.86 3.15 12.5 61.45 38.55
TO 24.78 40.65 38.46 19.56 39.91 41.34 204.69

TCI
NET -6.03 2.17 1.06 -3.89 3.91 2.79 34.12
NPT 1 4 2 0 4 4
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Note(s): Results are based on a TVP-VAR model with lag length of order one (BIC-1) and a 100-step-ahead
generalized forecast error variance decomposition. Lag length:1. This information also includes the following
tables and figures. Robustness tests are included in the appendix. The variable in the row is the affected value and
the variable in the column is the affecting value. During the evaluation, table values will be mentioned within the
limits of the research topic. Numbers are in rates. This explanation also applies to the other Average Dynamic
Connectedness Tables. In order to avoid repetition, this explanation is included only in this table.

The total connectedness among all variables in terms of return variation in the Islamic markets
of the GCC countries is 29.56%. Of the variation in BAHSH returns, 71.99% is explained by
itself and 28.01% is explained by other indicators. In terms of influence percentages, 9.69% is
explained by UAESH, 6.59% by KUWSH, 4.58% by QATARSH, 4.17% by SAARSH, and
2.97% by OMANSH.

Of the variation in QATARSH returns, 67.68% is explained by itself and 32.32% is explained
by other indicators. According to the percentage of influence; 10.88% is explained by UAESH,
7.02% by KUWSH, 6.15% by SAARSH, 4.43% by BAHSH, and 3.84% by OMANSH.

While 69.36% of the change in KUWSH returns is explained by itself, 30.64% is explained by
other indicators. In terms of influence percentages, 7.89% is explained by UAESH, 7.27% by
QATARSH, 6.61% by BAHSH, 5.85% by SAARSH, and 3.01% by OMANSH.

While 82.4% of the change in OMANSH returns can be explained by itself, 17.6% can be
explained by other indicators. In terms of influence percentages, 4.8% is explained by
QATARSH, 3.59% by UAESH, 3.36% by BAHSH, 3.23% by KUWSH, and 2.62% by
SAARSH.

66.3% of the change in SAARSH returns is explained by itself, whereas 33.7% is explained by
other indicators. In terms of percentage of influence, 9.61% is explained by QATARSH, 9.37%
by UAESH, 6.93% by KUWSH, 5.41% by BAHSH, and 2.38% by OMANSH.

Although 64.91% of the change in UAESH returns is explained by itself, 35.09% is explained
by other indicators. In terms of influence percentages; 10.29% is explained by QATARSH,
8.94% by BAHSH, 7.21% by KUWSH, 5.73% by SAARSH, and 2.93% by OMANSH.

The total interconnectedness among all variables in terms of return variation in the conventional
markets of the GCC countries is 34.12%. 69.18% of the variation in BAH returns are explained
by itself, and 30.82% are explained by other indicators. In terms of influence percentages,
12.05% is explained by KUW, 5.87% by the UAE, 4.79% by SAAR, 4.76% by QATAR, and
3.34% by OMAN.

61.52% of the change in QATAR returns can be explained by itself, whereas 38.48% can be
explained by other indicators. According to the percentage of influence; 12.13% is explained
by the UAE, 10.25% by SAAR, 7.09% by KUW, 5.15% by OMAN, and 3.86% by BAH.

62.6% of the change in KUW returns can be explained by itself, and 37.4% can be explained
by other indicators. According to the percentage of influence; 9.64 per cent is explained by
BAH, 8.11 per cent by SAAR, 7.41 per cent by UAE, 7.35 per cent by QATAR, and 4.89 per
cent by OMAN.
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While 76.56% of the change in OMAN returns is explained by itself, 23.44% is explained by
other indicators. According to their influence percentages; 6.39 per cent is explained by
QATAR, 5.41% by KUW, 4.25% by SAAR, 3.87% by UAE, and 3.53% by BAH.

While 64% of the change in SAAR returns is explained by itself, 36% is explained by other
indicators. According to their influence percentages; 12.06 percent is explained by the UAE,
10.42 percent by QATAR, 7.06 percent by KUW, 3.43 percent by BAH, and 3.03 percent by
OMAN.

61.45% of the change in UAE returns is explained by itself, and 38.55% is explained by other
indicators. According to the percentage of influence; 12.5 percent is explained by SAAR, 11.72
percent by QATAR, 6.8% by KUW, 4.32% by BAH, and 3.15% by OMAN.

When the net dynamic connectedness results are analyzed: In the Islamic markets of GCC
countries, the series that transmit shocks the most are UAESH (6.34), followed by QATARSH
(4.22), BAHSH (0.73) and KUWSH (0.34); while the series that absorb shocks are SAARSH
(-9.17), OMANSH (-2.47). In the conventional markets of GCC countries, SAAR (3.91) is the
most shock-e transmitting series, followed by UAE (2.79), QATAR (2.17), and KUW (1.06);
while the shock-receiving series are BAH (-6.03), OMAN (-3.89).
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Table 5: Average Dynamic Connectedness (The Short-Run & Long Run)

Islamic
BAHSH QATARSH KUWSH OMANSH SAARSH UAESH TO Net NPDC

BAHSH.1-5 63,24 3,77 5,72 3,02 4,74 7,89 25,14 0,55 2
QATARSH.1-5 3,95 58,62 6,08 4,20 8,44 9,11 31,78 3,61 4
KUWSH.1-5 5,82 6,08 59,23 2,85 6,16 6,44 27,36 0,96 3
OMANSH.1-5 2,61 3,40 2,60 71,70 2,07 2,61 13,29 -2,40 0
SAARSH.1-5 3,65 5,42 5,27 2,38 56,65 5,04 21,77 -7,90 1
UAESH.1-5 8,56 9,49 6,73 3,24 8,26 57,35 36,28 5,18 5
FROM.1-5 24,59 28,17 26,40 15,69 29,67 31,10 155,62 TCI 25,94

BAHSH.5-Inf 8,57 047 1,03 0,47 0,72 0,85 3,54 -0,07 4
QATARSH.5-Inf 047 8,90 1,19 0,59 1,53 1,16 4,93 0,62 3
KUWSH.5-Inf 0,90 0,86 9,14 0,44 1,16 0,76 4,12 -1,11 1
OMANSH.5-Inf 0,34 0,52 0,41 10,18 0,29 0,32 1,88 -0,55 0
SAARSH.5-Inf 0,53 0,91 1,16 0,39 8,50 0,64 3,63 -1,55 2
UAESH.5-Inf 1,36 1,55 1,45 0,55 1,49 7,82 6,39 2,66 5
FROM.5-Inf 3,61 4,32 5,23 2,43 5,18 3,73 24,49 TCI 4,08

Conventional
BAH QATAR KUW OMAN SAAR UAE TO Net NPDC

BAH.1-5 59,93 3,15 8,23 2,86 2,99 3,81 21,04 -6,64 0
QATAR.1-5 4,19 53,23 6,36 5,49 9,22 10,39 35,65 1,71 3
KUW.1-5 10,59 6,12 53,52 4,69 6,25 6,06 33,71 0,98 2
OMAN.1-5 3,11 4,61 4,43 65,96 2,70 2,90 17,74 -2,46 1
SAAR.1-5 4,49 9,26 7,22 3,82 56,55 10,78 35,57 3,57 4
UAE.1-5 5,30 10,80 6,48 3,35 10,83 53,68 36,76 2,84 5
FROM.1-5 27,68 33,95 32,72 20,21 32,00 33,93 180,48 TCI 30,08

BAH.5-Inf 8,10 0,35 1,26 0,46 0,30 0,46 2,82 -1,47 1
QATAR.5-Inf 0,67 7,88 1,07 0,93 1,18 1,56 5,41 0,46 3
KUW.5-Inf 1,57 0,75 8,01 0,69 0,78 0,77 4,55 -1,20 1
OMAN.5-Inf 0,43 0,62 0,70 10,51 0,27 0,37 2,38 -0,95 1
SAAR.5-Inf 0,75 1,47 1,40 0,65 7,57 1,43 5,71 1,84 5
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UAE.5-Inf 0,86 1,76 1,32 0,60 1,35 7,82 5,89 1,32 4

FROM.5-Inf 4,29 4,95 5,75 3,33 3,87 4,58 26,76 TCI 4,46
Note(s): Results are based on a TVP-VAR model based generalized forecast error variance decomposition and its frequency spectral presentation by BK-18 approach.

Tablo 5 presents the short-run (1-5 traded days) and long-run (5-infinite days) components. From a frequency decomposition perspective, the
connectedness between Islamic markets is driven by short-run transmission (25.94%) rather than long-run (4.08%). From a frequency
decomposition perspective, the connectedness between the conventional markets is driven by short-run transmission (30.08%) rather than long-run
(4.46%).
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Figure 2: Total Dynamic Connectedness Structure (Islamic- Conventionel)
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Source(s): Authors’ calculations. The green graph shows the connectedness of Islamic markets and the yellow
graph shows the connectedness of conventional markets.

Figure 2 illustrates the total dynamic connectedness (TCI-DC) structure of Islamic (green area
and conventional markets. For investors with a short-term or long-term investment approach, it
is important to know the level of connectedness in the analyzed markets. For this purpose, we
also model short-term (frequencies in the period of 1-5 days (TCI-(1-5)) and long-term
(frequencies in the period longer than 5 days (TCI-(5-Inf)) forecast horizons. With TCI-DC, we
can observe periods when markets' total risk increases or decreases. As of the period analyzed,
the average total connectedness of the Islamic markets of the GCC countries is 35.47, the lowest
value is 9.27 (31.10.2017), and the highest value is 90.46 (10.03.2020). The average total
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connectedness of Conventional markets is 40.93; the highest is 99.14 (2015-06-30), and the
lowest is 11.09 (2017-10-31). From June 2015 to December 2016, connectedness was above
average. It can be said that the oil crisis during this period increased connectedness. In this
period, stock market indices declined, there was a flight to the US dollar, government
expenditures decreased as oil income declined, which had a negative impact on banks'
profitability and growth, and the safe-haven effect diminished. From early 2017 to April 2019,
the level of connectedness was low. In May 2019, the percentage increased from 18.54 to 41.78.
Four oil ships were attacked in the Strait of Hormuz during this period within 48 hours
(Mengii¢, 13 May 2019). The highest jump in interconnectedness levels in both markets was
experienced in March 2020. Connectedness reached its highest value of 90.46 on March 10,
2020, when COVID-19 was declared a pandemic by the World Health Organization. For almost
a year (between March 2020 and March 2021), Connectedness remained high due to the impact
of the pandemic. During this period, Expo 2020 was postponed, schools were closed, and cases
were seen in the royal family of Saudi Arabia; entrances and exits were banned in the cities of
Riyadh, Mecca, and Medina, and large-scale labour migrations were experienced in these
countries, where most of the workers were foreigners. Another period of increased
connectedness is in February 2022. Another period of relatively high connectedness was the
period of the Russian-Ukrainian war. Although there was a short fluctuation in this period due
to global uncertainties, it can be said that Europe survived this period profitably as it was in
search of oil and natural gas. As can be seen in the graph, the increase in connectedness lasted
for a short period.

Regarding the decomposition of aggregate dynamic connectedness in the frequency domain, it
shows that aggregate connectedness during the outbreak of the pandemic was mainly driven by
the short-term component. This can be interpreted as shocks are realized and transmitted in a
shorter period of time and investors' expectations can change instantaneously.
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Figure 3: Net Total Directional Connectedness
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Note(s): Lags = 1 (BIC). Forecast horizon of 10 days.

Source(s): Authors’ calculations.

The Net Total Directional Connectedness illustrates how the positions of the series in receiving
and spreading shocks change over time in response to shifting circumstances. When we look at
the total over the period analyzed; in the Islamic markets of GCC countries, the series that
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transmit shocks are UAES, QATARSH, BAHSH and KUWSH, while the series that receive
shocks are SAARSH and OMANSH. In the conventional markets of GCC countries, the series
that transmit shocks are SAAR, UAE, QATAR, and KUW, whereas the series that receive
shocks are BAH and OMAN.

Figure 4: Net Pairwise Directional Connectedness
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Figure 4 depicts the time-varying net total pair-wise connectedness between Islamic and
conventional markets. A positive and negative y-axis value denote a transmitter and a negative
y-axis value implies a receiver. Within the scope of the analysis period, the status of the bilateral
series as shock recipients or transmitters changes over time. In general, the roles change during
the 2015-2016 oil crisis period, the 2020 COVID-19 period, the February 2022 Russia-Ukraine
war, and the October 2023 Israel-Palestine war period.

Figure 5: Net- Connectedness Network
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Note: Forecast horizon of 10 days; Lag = 1 (BIC)

Source (s): Authors’calculations.
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Figure 5 shows the network connectedness among the series. In this figure, orange represents
the net receivers, and blue represents the net transmitters in the series. In addition, while the
thickness of the arrow indicates the link intensity, its direction is from the net transmitter to the
net receiver. As a result of the analysis, OMANSH and SAARSH are net receivers, whereas
UASH, BAHSH, QATARSH, and KUWSH are net transmitters in Islamic markets. In
conventional markets, OMAN and BAH are net receivers, whereas SAAR, UAE, KUW, and
QATAR are net transmitters.
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Conclusion

This study analyzed the dynamic connectedness of the Islamic and conventional stock markets
in the Gulf Cooperation Council (GCC) economies using the TVP-VAR model. The analysis
determined the overall structure of dynamic connectedness. It also examined the connectedness
levels of the markets during crisis periods and explored the events that occurred during these
periods. Additionally, it identified the markets that received and transmitted shocks during the
examined periods. The study also conducted additional analysis for investors with short-term
and long-term investment approaches. In the analyzed markets, the degree of connectedness in
the short and long term was analyzed to determine whether the market is a transmitter or a
receiver of shocks. For this purpose, in this part of the study, the short-term (frequencies in the
period of 1-5 days) and long-term (frequencies in the period longer than 5 days) forecast
horizons were modeled. This procedure also allowed to observe whether the results are
consistent across different model specifications. The average dynamic connectedness results
showed that the Saudi Arabia Islamic market had the highest impact on the Bahrain and Qatar
Islamic markets. The Saudi Arabia and Qatar Islamic markets had the highest impact on the
Kuwait Islamic market. The Qatar Islamic market had the highest impact on the Oman and UAE
Islamic markets. Finally, the UAE and Qatar Islamic markets had the highest impact on the
Saudi Arabia Islamic market. The highest impact on Bahrain's conventional market is from
Kuwait's conventional market, the highest impact on Qatar's conventional market is from the
UAE and Saudi Arabian conventional markets, the highest impact on Kuwait's conventional
market is from Bahrain conventional market, The highest impact on the Oman conventional
market is observed from the Qatar conventional market, the highest impact on the Saudi Arabian
conventional market is observed from the UAE and Qatar conventional markets, and the highest
impact on the UAE conventional market is observed from the Saudi Arabian and Qatar
conventional markets. Regarding the decomposition of aggregate dynamic connectedness in the
frequency domain, it shows that aggregate connectedness during the outbreak of the pandemic
was mainly driven by the short-term component. This can be interpreted as shocks are realized
and transmitted in a shorter period of time and investors' expectations can change
instantaneously.

According to the Net Connectedness Network Between Series results, the Oman and Saudi
Arabia Islamic markets are net receivers of shocks. In conventional markets, the Oman and
Bahrain markets are net shock receivers. The transmission of shocks to these markets from
other markets may be because these markets have larger economies than other markets and are
more dominant in the region. In general, during the 2015-2016 oil crisis period, the 2020
COVID-19 period, the February 2022 Russia-Ukraine war, and the October 2023 Israel-
Palestine war periods, total connectedness increased, and there was a change in the receiver or
transmitter positions of the market.

The aggregate dynamic connectedness results showed that the connectedness in Islamic and
conventional markets, similar to Abu Bakar & Masih (2014), was the same during both
decreasing and increasing risk periods. Conventional markets have a higher level of
connectedness than Islamic markets (similar to the study of Smolo et al., 2022). However, this
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level is not strong enough to support the argument that Islamic markets provide protection to
investors and national economies in times of crisis and act as a safe haven (Kusat, 2014; Sahin,
2018; Giiglii and Kilig, 2020). The GCC stock markets are heavily dependent on the oil and gas
sector, market liquidity and diversity are relatively low, global integration is high, and the
interest-free structure is perceived as a risk by some investors, which may result in investors
shifting to alternative safe havens. As a conclusion of the results, investors can invest in other
financial instruments such as gold, silver, oil, foreign currency, Government Domestic Debt
Securities, which are widely believed in the literature to act as safe havens and protect investors
in times of crisis. Investors who want to invest in Shariah-compliant instruments can invest in
sukuk, Islamic ETFs or defensive sectors.

The findings will help decision-makers understand how markets behave, particularly in times
of crisis, and where market shocks originate or spread.
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Appendix
Robustness Test

Figure 6: Total Dynamic Connectedness Structure
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Note: Results are based on a TVP-VAR model with lag length of order one (BIC-3) and a 150-step-ahead
generalized forecast error variance decomposition.

Figure 7: Net Total Directional Connectedness

BAHSH QATARSH
20 20
10 1s
o 10
=
-10 s ’U‘
p
_20 o W
-30 -s
-40 -10
15 16 17 1s 19 20 21 22 23 24 15  1e 17 1s 19 20 21 22 23 24
KUWSH OMANSH
30 6o
20
a0
10 h
o A mp \} SN 20
10 M
o o \«/V”MA“W\'%MAN%
-30 -20
15 16 17 1s 19 20 21 22 23 24 15 16 17 1s 19 20 21 22 23 24
SAARSH UAESH
a0 30

- Lf’““‘MMM ig /\M WW'\/"\PJ

is 1e 17 is 19 20 21 22 23 2a 1s 16 17 is 19 20 21 22 23 2a

International Journal of Islamic Economics and Finance Studies 11/1 (March 2025)



Semra Demir

BAH QATAR
20 20
10
o M‘M‘m k] v JMS-
-10 w,
o A
-20 \”,\‘\'l //\M 4 U\,/,ﬁ =y s
-30 10
-4a0
-50 -20
is 16 17z is 19 20 21 22 23 2a is ie 17 is 19 20 21 22 23 2a
Kuw OMAN
a0 100

i o LA\ MMW’-—‘—‘M

-ao
17 as 19 20 21 22 23 24 s 16 17 is 19 20 21 22 23 24

30 80

20 6o

10 a0

o r‘.,wp,w-n!\-\—mm ;u—-"+ WML]"U"‘J\-W 20
1s 16

SAAR UAE
80 30
60 20
ao 1o
-0 ° WW
o PM,AMMWW 10
-20 -20
_ao [ -30
-60 -ao
s 1e 17z as 1o 20 21 22 23 24 as 1e 17 as 1o 20 21 22 23 2a

Note: Results are based on a TVP-VAR model with lag length of order one (BIC-3) and a 150-step-ahead
generalized forecast error variance decomposition.

Figure 8: Net Pairwise Directional Connectedness
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Results are based on a TVP-VAR model with lag length of order one (BIC-3) and a 150-step-ahead
generalized forecast error variance decomposition.
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Introduction

The first emergence of the wagf institution was essentially in the form of the endowment
and operation of real estate’. However, since the early Islamic history, it has been
observed that movables? have been used in wagfs and have entered the figh (Islamic
jurisprudence) literature. This issue -particularly concerning the endowment of money—
has sparked debates in figh and emerged as a significant historical milestone in waqf
studies. The definition of what a waqf is, made by Omer Hilmi Efendi (1889: 2), is to
leave an ‘ayn?® as the property of Allah, the benefit of which belongs to his servants, and
to prevent the relevant ‘ayn from being transferred and appropriated. If the
‘ayn/goods/endowed that are the subject of the waqf action are fully or partially endowed
as movable/money, then there is a movable waqf or cash waqf. The word we refer to as
money today used to refer to one of the types of money (such as sikke, akg¢e and kurus),
that is, a unit. Instead of money, the word we know today as nakit/nukud (means cash
literally) was used as a general expression. Instead of money, the word we know today as
nakit/nukud was used as a general expression. Therefore, in the sources, cash wagfs were
called nukud wagfs in the old term, while the money that was endowed was called nukud-
1 mevkufe (Berki, 1966: 45). Since the term nukud wagqf is not used in academic writing
today, the term cash waqf was preferred in this section. It will be seen both in our Cyprus
research and in studies examining other geographies and periods of the Ottoman Empire
that most of the movable waqfs are cash waqgfs. Therefore, when movable waqfs are
mentioned, the general inclusion of cash wagfs does not create an anomaly in academic
expression.

Building on this conceptual foundation, it is essential to outline the methodological
framework that underpins the present study. This study adopts a mixed-methods approach
to investigate the economic characteristics and trends of cash waqgfs in Cyprus during the
early British rule (1878-1914). The methodology aims to emphasize the quantitative
trends and economic features of these institutions, while maintaining a historical and
contextual perspective. Primary sources form the backbone of this research, including
archival documents from The Cyprus Waqgf Administration (EVKAF), TRNC National
Archives and Research Department (MAAD), and other historical documents that detail
the establishment, cash amounts, and ribh (interest) rates of waqfs. These documents were
systematically analyzed to extract empirical data regarding the cash wagfs throughout the
study period. Secondary sources, including historical analyses and economic studies on
Ottoman wagqfs, were used to contextualize the findings and provide a comparative
framework.

1.Method

The study employs quantitative methods to analyze trends in the establishment and
operation of cash wagfs. Key variables include the annual number of waqgfs established,
the amounts of endowed cash, and the ribh rates applied. Statistical tools were utilized to
calculate averages, identify fluctuations, and interpret trends over time. Data visualization
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tools such as graphs and tables were employed to present these trends clearly and
concisely. To assess the distinctiveness of cash wagfs in Cyprus, the findings were
compared with data from other Ottoman regions. This comparative analysis provides
insights into the relative frequency, size, and financial practices of Cypriot waqfs, offering
a broader understanding of their economic role within the Ottoman and British
administrative systems. This methodology emphasizes the economic dimensions of cash
wagfs, including their role as financial instruments and their adaptation to changing
monetary and administrative environments. By focusing on quantitative metrics and
economic trends, the study aims to contribute to a deeper understanding of the financial
features of waqfs during this transitional period. This integrated approach ensures a robust
analysis of the economic aspects of cash wagfs, contextualized within the broader
historical and administrative changes occurring in Cyprus under British rule. Now, before
proceeding with the identification and interpretation of cash waqfs established during the
British period, it is essential to first examine the status of these waqfs within the Ottoman
Empire and in Cyprus prior to British rule.

2.0ttoman Cash Waqfs

It is not possible to give a date for when cash waqfs were first established in the Turkish-
Islamic tradition. According to Cizakga (2017: 53), the approvals given by the Ottoman
courts to cash wagfs can be traced back to the beginning of the 15th century, and it is seen
that these waqfs spread to the Balkans, Anatolia, Palestine and Syria at the end of the 16th
century.

The oldest cash wagf that Mandeville (1979: 290) could reach in Ottoman history was in
Edirne and was established by Yagc1 Hact Muslihuddin in 1423. The wagf here consisted
of a few shops and 10,000 akge; the condition of the waqf was that the shops would be
rented out and the cash would be used as a 10% ribh and the Quran would be read in the
Church Mosque* every day for 1 akce with the proceeds. Again, it is seen that cash wagfs
were also used by the palace in the same century. Uzuncarsili also narrates a waqf
established by Fatih Sultan Mehmed by endowing 24,000 gold coins and stipulating that
its interest (nema) would be used as a subsidy to protect the Janissary's meat needs from
inflation (Uzungarsili: 254).

From the discussions that continued especially in the 16th century and mentioned above,
we understand that cash waqgfs also functioned as an important financier of the social
order that made the Ottoman conquests in the Balkans permanent. According to the study
of Barkan and Ayverdi, of the 1,268 waqfs established in Istanbul between 1520 and
1546, 508 were pure cash waqgfs, while 140 were hybrid waqgfs that were a mixture of
cash and real estate (Barkan and Ayverdi, 1970: VIII). In other words, we see that 648
wagqfs (52%) established during this period had the status of cash waqgfs. It should be
emphasized that the share of cash wagfs in total waqgfs decreased significantly towards
the end of the 16th century. Despite this, recent studies show that the ratio of cash wagfs
to real estate waqgfs has increasingly been in favor of cash waqfs, and this situation has
continued until a period in the 19th century when cash wagfs were established more
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frequently (Cizakga, 2019: 75). In this respect, it can be said that cash waqfs were a type
of wagf seen between the subjects/vassal and the palace and settled in the Ottoman
tradition from the early period. The best data that we will examine to see the tradition of
establishing cash wagfs in the Ottoman Empire and compare with Cyprus are found in
Ismail Kurt's study.

Table 1: Cash Wagqfs Established in Istanbul in the Period of 1490-1928

Years Number of Waqfs
1490-1538 8
1540-1587 196
1588-1636 365
1637-1683 651
1685-1733 197
1734-1781 315
1782-1830 886
1831-1878 1.051
1879-1928 303

TOTAL 3.972

Source: (Kurt, 2015: 225)

According to this data, an average of 9.04 wagfs were established each year in the 439-
year history of Istanbul. When compared with the data below, it will be seen that the
tendency to establish cash wagfs in Cyprus is incomparably low compared to Ottoman
Istanbul.

3.Cyprus Cash Waqfs: Comparative Study

3.1.Quantitative Status and Tendency to Establish Waqfs

This cash wagf activity in Istanbul under Turkish rule remained quite low in Cyprus after
1570. In Siddik Korkmazer's study examining the period between 1570 and 1826, 88 cash
waqfs were identified (Korkmazer, 2023: 139).° Accordingly, when the starting and
ending years are included, the rate of cash waqgf establishment per year in the 257-year
wagf history of Cyprus is 0.34. In fact, no cash wagf was established for approximately
40 years after the conquest of the island. According to the Presidential Ottoman Archive’s
report, the first cash waqgf on the island was established in 1609 (Hijri 1018) by
‘Abdullah’s son Ali Bese (TCCDAB, 2020: 252). This situation shows that the cash waqf
habit on the island was acquired late. The Istanbul calculation in Kurt’s study was started
in 1490, the date of the first waqf establishment. When the same calculation is adapted to
Cyprus, 218 years between 1609-1826 are taken into account and the annual wagf
establishment tendency is found to be 0.40 on average. In any case, it will be seen that
there is a serious difference between Istanbul and Cyprus. Of course, when compared to
Istanbul, the capital of the largest empire of the period, the low waqgf establishment
tendency in Cyprus can be seen as normal. However, this situation followed a different
course throughout the 19th century.
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The number of Ottoman cash waqfs between 1827 and 1877, the period before Cyprus
came under British rule, was determined as 53 in a study conducted by the Presidential
Ottoman Archive (TCCDAB, 2020: 267-274).° In the 51 years during this period, the
tendency to establish waqgf is approximately 1.04 per year. As can be seen, the tendency
to establish cash wagfs between 1570 and 1826 has almost doubled. This increasing
interest in cash waqgfs continued during the British administration.

The number of cash waqfs established under British rule (June 4, 1878 / 3 Cumadi el-
Ahir 1295 to November 5, 1914 / 16 Zii’l- Hicce 1332) was determined as 67 as a result
of our archive study.” When we include the start and end years, the 67 cash wagfs
established in approximately 37 years give us an annual average rate of 1.81. This shows
that the trend of establishing cash waqgfs, which continued in the 19th century, showed a
significant increase under British rule. The list of cash waqgfs we have identified is given

below, along with their endowed amount, establishment date and ribh rates.

Table 2: List of Cash Waqfs in the British Period (1878-1914)

No | Name of Wagf® Estallajlgtf; ment Amg;sr;]t 9 Ribh Rate References
EVKAF, VD
Waqf of Hasan | 6 Rebi' el-Evvel | 20,000 kurug | L0/ Mibh rate 2/12-14
L as understood EVKAF, TVD
1 Kaptan Aga ibn 1298 (Ottoman
Isma‘il ® 6 February 1881 piastre) from the ?/284-288
expense table. EVKAF, VD
6/343
Wagf of Kadiriyye MAAD, KSS
Seyh Hafiz Haci 16 Safer 1299 53/106/173
2 | Yasan Efendi ibn 7 January 1882 | 1000 kurus 15% EVKAF, TVD
Ali Aga 2/134
Wagf of Emine 6 Rebi* el-Ahir Mg‘ﬁﬁ’/gss
3 | Anabint Mehmed 1301 7,000 kurus 10%
Aga 4 February 1884 EVKAF, TVD
2/137
EVKAF, VD
2/72(18)%°
EVKAF, TVD 5
Wagf of Mes'ad | 1) pocery 1301 160-166
4 ﬁii}f’dlifheg;%’: 7 May 1884 60,000 kurus 10% EVKAF, TVD
5/167-168
EVKAF, TVD
5/168-169
MAAD, KSS
- 54/50/97
Wagf of Sitti -
5 | Hamm bintter | 255eWA1302 000 12% EVKAF, VD
Feyzullah Aga 7 August 1885 6/264
EVKAF, TVD
2/146-150
EVKAF, VD
Wagf of Hacce 6/103
6 Penbe Molla bint 6 Zi’1-Ka‘de 1302 7 500 kuru Ribh rate is EVKAF, TVD
Hacl Ibrahim 17 August 1885 ' UTUS | ot specified. 6/220
Efendi MAAD, KSS
54/33/67
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EVKAF, VD
Wagqf of Hacce 6/104
;| PenbeMollabint | 6Zi'l-Ka'de1302 | , 000 Ribh rate is EVKAF, TVD
Hact Ibrahim 17 August 1885 ' UTUS | ot specified. 6/222
Efendi MAAD, KSS
54/31/64
Waqf of Hact MAAD, KSS
Aise Hanim bint | 15 Zii’l- Hicce 1302 0 54/94-95/173
8 Omar Agaibn | 25 September 1885 | 2000 kurus 12% EVKAF, TVD
Zaim Mustafa 2/175-179
Wagf of Kara 11 Rebi* el-Ahir EVKAF, VD 2/61
9 Mustafa ibn 1303 6,000 kurus 10% EVKAF, VD
‘Abdullah 17 January 1886 3/78%
Wagqf of Mes‘ad o EVKAF, VD 5/14
10 | Hasbi Efendi ibn 155&23“1523 2,500 kurus 10% EVKAF, TVD
Liitfullah Efendi y 6/17
Wagf of Emine MAAD, KSS
bint 7 Sa‘ban 1303 . 54/79/161
L} Abdulmuttalib ibn 11 May 1886 1,000 kurus. 12% EVKAF, TVD
‘Abdullah 2/164-167
Kt i T EVKAF, VD
: ~ 13 Sa‘ban 1303 . 2/23-25
12 . Mustafa ‘_ 17 May 1886 15,000 kurus 12% EVKAF, TVD
(wife of Mes‘ad 5/183-188
Hasbi Efendi)
EVKAF, VD
Wagf of Mes‘ad . 2/18-22
13 | Hasbi Efendi ibn 157S&2anlégg3 20,000 kurus 12% EVKAF, TVD
Liitfullah Efendi y 5/174-182
BOA 226
Wagf of MAAD, KSS
‘Abdul‘aziz Efendi | 9 Zii’l-Ka‘de 1303 0 54/70/144
141" ibn Attar Molla o August 1886 | /000 kurus 12% EVKAF, TVD
Salih 2/156-160
_ MAAD, KSS
15 Hﬂiqfn"ﬁf thn | 16 Z0°1Ka'de 1303 | 50 12% 54/71/145
Iy ‘% 16 August 1886 Dt EVKAF, TVD
smat 2/160-163
ol bint MAAD, KSS
6 Cekdirioglu 21 Receb 130412 | 150 English L% 54/83-84/167
> SRATOBIY 15 April 1887 liras 0 EVKAF, TVD
Ibrahim Aga ibn 2/167-170
Mustafa Aga
. MAAD, KSS
17 Vﬂﬁﬁi?i E)blrr:t 2Z0l-Ka'de 1304 1 ) g 1 12% 54/98-99/177
S‘lihg 23 July 1887 VY g EVKAF, TVD
»aLy 2/181-183
MAAD, KSS
Wagf of Sueda 21 Zi’l- Hicce 1304 0 54/106-107/187
18 | Hanm bint Isma‘il | 10 September 1887 | 20-000 kurus 10% EVKAF, TVD
2/183-187
He donated
Wagf of Sali ibn | L Rebr el-Evvel the Ribhrateis | MAAD, MAH.S
19 Hasan ibn Salih 1305 remainder of not specified 27/64
Jasan >all 17 November 1887 | his heritage P '
after the
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conditions
were met.*3
Wagf of Halvaji — MAAD, KSS
oo | Mehmed Al PReb LBl L oo s 1% 54/114/198
Efendi ibn Molla 21 November 1887 ! ’ EVKAF-TVD
Salih 2/190-192
Wagf of
Nakibiilesral 1\ iharrem 1307 | 75 Ottoman EVKAF, TVD
21 | zuhdi Efendizade | ¢ qotomper 1889 liras 10% 2/201-203
Osman Nari
Efendi
2.5 English EVKAF, VD 5/65
lira from the EVKAF, TVD
Wagf of Mustafa | 20 Cumadi el-Evvel rent (icar) Ribh rate is 6/54
22 Fethi Efendi ibn 1307 will be not Sbecified EVKAF, VD
Hiiseyin Aga 12 January 1890 operated ' 6/326
(Istirbah) EVKAF, TVD
every year. 6/276
Wagfof Haci | 213 Cumadiel MAAD, KSS-
23 | Mehmed Aga ibn ad zg January 2,000 kurus 12% Zabit-7 120-
Hasan o 119/78-79/100
1891
Wagf of Aise o1 1 MAAD, KSS
24| Hamm bint Hact | 7 £8 K200 1308 |y 600 g 15% Zabit-7 110-
Mehmed Aga 109/98-99/126
1.5 English
Wagf of Mehmed 2 Rebi" el-Evvel lira from the Ribh rate is EVKAF, VD 5/63
25 Aga ibn Ahmed 1309 rent will be not sbecified EVKAF, TVD
Cavus 6 October 1891 operated ' 2[?7914
every year.
Wagf of Havva 5 Rebi" el-Evvel MAAD, KSS-
26 Kadin bint Hact 1310 1,600 kurus. 12% Zabit-7
Bekir 27 September 1892 61/196/223
Wagf of Hacce 15 Rebi‘ el-Ahir
27 | Emine Kadin bint 1311 7,000 kurus 10% MAAztl)/’l'\é'OAH'S
Pehlivan Ali 26 October 1893
1 English EVKAF, VD
2o | popedfptitices | aasonaiion | Wafonbe | mopres | g
Yusuf Aga 30 April 1894 operated not specified. EVKAF, TVD
6/301
every year.
Wagf of Hawali AReDT el-Ahir | nolish | Ribhrateis | MAAD, KVGMA
29 Kadin bint Hasan 1312 liras not specified 36 (4)122
: o 5 October 1894 '
2 English
Wagf of Ali Riza 5 Rebi" el-Ahir lira from the Ribh rate is EVKAF, VD 5/66
30 | Efendi ibn Hasan 1313 rent will be not sbecified EVKAF, TVD
Efendi 26 September 1895 operated ' 6/56
every year.
Waqf of Mesad |y g p ot el Air EVEAF, VD
gp | Hasbi Efendiibn 1313 10.000 kurus 9% 2/45-46
Liitfullah Efendi ; EVKAF, TVD
8 October 1895
5/207
Wagf of Mes‘id | 18 Rebi* el-Ahir 5';?3 tl(‘)‘t";fs EVKAF, VD 2/47
32 | Hasbi Efendi ibn 1313 amount of 10% EVKAF, TVD
Liitfullah Efendi 8 October 1895 the rent of 5/212
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mill and
store
1 English
lira+ 15
Wagf of Havva 20 Cumadi el-Ahir shillings Ribh rate is EVKAF, VD 5/65
33 | Hanmm bint Yusuf 13131 from the rent not specified EVKAF, TVD
Aga 8 December 1895 will be P ' 6/55
operated
every year.
MAAD, KSS-iDS
2 F\Q/(\e/ %qz': ‘gfgkginfgin 28 Receb 1313 30 English | Ribh rate is 3/9/21
Hact Halil Asa 4 January 1896 liras not specified. EVKAF, TVD
ac & 2/243-244
Waqgf of Mustafa
Aga ibn 29 Receb 1313 0 MAAD, KSS-
35 Ya‘kuboglu 15 January 1896 | 2000 kurus 12% Zabit-7 22/222/364
Hiiseyin
Wagf of Halil ibn | 18 RebT cl-Bwel 1y eich | Ribhrateis | EVAF, VD 2/64
36 Hact Ali 1314 liras not specified MAAD, K3S-
aact 27 August 1896 P " | VKD 4/7/64-65
}]’gggfho‘; Sr']zjzﬁa'ttﬁ; 6 Cumadi el-Ahir MAAD,
37 é’ovemor of 1315 100 liras® 10% KVGMA-VD
C 2 November 1897 395(106A)/151
yprus
Wagf of Hacce 17 L 1315 7 English Ribh rate is EVKAF, VD
38 | Emine Kadin wife 11 March 1898 liras and not specified 2/148
of Hiiseyin Aga 11.5 shilling P :
Waqf of Hact
LYadl Ol Lac 24 Receb 1316 . EVKAF, VD
39 | Hiiseyin Aga ibn 8 December 1898 3,000 kurus 12% 2/83-84
Ahmed
MAAD, KSS-IDS
Wadf of 3/181-182/364
Bakkalk?a Haer | 18Rebi el-Ewvel | 9000kurus | oo EVKAF, TVD
40 Hiseyin /i“zi ibn 1320 (1/3 of his not specified 21275-276
I\Zehmeg g 25 June 1902 heritage) P " | EVKAF, VD 2/94
: EVKAF, TVD
5/234-235
- MAAD, KSS-IDS
s | gparortiacee | g 7wl picce 1320 | o oo | Ribhrateis | 3/191192/388
g bdullan 6 March 1903. DODKUTUS ot specified. | EVKAF, TVD
2/278-280
Wagqf of Oksiiz . .
42 | Mehmed from 3 Receb 1322 510 kurug | RPRTAIS | oy e VD 2/05
Mora 13 September 1904 not specified.
MAAD, KSS-IDS
- 3/231/491
13 Hgfifbﬁgfﬁzvi 28Receb 1322 | , oo | Ribhrateis EVKAF, TVD
Gézlii Mehmed 8 October 1904 ' UTUS | ot specified. 2/285-286
ozl VIEh EVKAF, VD
2/291
Wagf of Penbe
agt ot 'e 5 Receb 1323 . EVKAF, VD
44 bint Nari ibn 5 September 1905 4,000 kurus 12% 2/113-114
Ahmed
Wagf of Aise 5 Receb 1323 . EVKAF, VD
45 | Kadin bint Ya'kiib | 5 September 1905 | 000 kurus 12% 2/115-116
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Hiiseyin ibn Hact

Ya‘kub
_ The rest of
Vl\\//lat?iga?t?r? the rent after EVKAF, VD
16 Ahfﬁe dibn 5 Sa‘ban 1323 the Ribh rate is 2/117
L - 5 October 1905 conditions not specified. EVKAF, TVD
Hiiseyin ibn Haci .
o - met will be 5/242
Ya‘kab
operated.
Wagf of Hact 20 Rebi* el-Ahir E;//:LK:g'_:l;gD
47 | Mehmed Karavezir 1324 750 kurus. 12%
ibn Osman 13 June 1906 EVKAF, TVD
" 5/245-247
Wagqf of Haci 16 Cumadi el-Evvel . . . MAAD, KSS-IDS
48 | Na‘im Efendi ibn 1324 100|'i':rgg"5h nEt'bShggltge'Z 3/267-268/571
Himmeti Efendi 8 July 1906 P " | EVKAF, TVD 3/6
Wagf of Ali Faiz . . . MAAD, KSS-IDS
o | emtiniir | SR | dofulen | s ek | "o
Hasin Aga P P * | EVKAF, TVD 3/8
Wagf of
Rabia Hanim bint | 20 Rebi' el-Ahir . . . EVKAF, VD
. . 300 English Ribh rate is 2/146
50 Rashid Efendi, 1325 ; o
. liras not specified. EVKAF, TVD
wife of Zuhdu 2 June 1907
i 5/257
Efendi
- 1 English
Wagf of Haci _ . . EVKAF, VD
o | MustafaSakir | % C“mfgégl'EV"e' ':fr‘]tf ror g‘ee Ribh rate is 2/149
Efendi ibn Haci 10 Julv 1907 operated not specified. EVKAF, TVD
Mehmed Efendi y P 5/261
every year.
The rest of EVKAF, VD 5/64
EVKAF, TVD
Wagf of Havva the rent after 6/52
52 | Hamm bint Yusuf | . -0 Sevval 1325 the Ribh rate is EVKAF, VD
< 24 November 1907 conditions not specified.
Aga met will be 6/324
operated EVKAF, TVD
perated. 6/272
Wagf of Aliye MAAD, KSS-IDS
53 Akile Hanim bint | 17 Zii’l- Hicce 1326 | 30 English Ribh rate is 4/20/58
Seyh Mustafa 10 January 1909 liras not specified. EVKAF, TVD
Efendi 3/25
o 10 English Investment
o ‘I’gﬁq&ﬁ‘;w'ﬁ A3 | o1 Receb 1327 | liras (equal | (istirbah) with | MAAD, MAH.S
Af‘a Jasan 8 August 1909 t0 1,820 the rate of 33/87/780
g kurus) 10% or 12%
MAAD, KSS-IDS
Wagf of Hact 4/55/153
55 Hasan Fehmi 5 Sa‘ban 1328 20 English Ribh rate is EVKAF, TVD
Efendi ibn Hact 12 August 1910 liras not specified. 3/34
Muttalib EVKAF-TVD
5/92-95
Waqf of Hact o . .
K 12 Sa‘ban 1328 Ribh rate is MAAD, MAH.S
56 Bekir f%g.a tbn 19 August 1910 1,600 kurus not specified. 33/64/849
Ibrahim
Waqf of Qunduraji
e | MehmedSah | 27Ramazan1320 | 75English | Ribhrateis ﬁﬁ?&?ﬁ%
Efendi ibn Hact 21 September 1911 liras not specified.
Yahya 186/130
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2 English
Waqf of Hact 10 Rebi" el-Evvel lira from the Ribh rate is EVKAF, VD 5/66
58 Emirzade ibn 1330 rent will be not specified EVKAF, TVD
Mustafa 28 February 1912 operated P ' 6/57-58
every year.
Wagf of Haci MAAD, K$S-IDS
59 Emin Efendi ibn 5 Sa‘ban 1330 60 English 10% 4/104/256
Mustafa ibn 20 July 1912 liras 0 EVKAF, TVD
Saadettin 3/54
60 chl‘;‘?{)r?ﬁifcy;n 5 Zi'l- Hicce 1330 | 50English | Ribhrateis | MAAD, MAH.S
& : 15 November 1912 liras not specified. 33/37/951
Ahmed
_ MAAD, KSS-IDS
61 O\Qﬁg; ‘XE"}E‘n 15 Zii’l- Hicce 1330 | 11 English 120t 4/116/280
sman Aga 25 November 1912 liras 0 EVKAF, TVD
Hact Hasan 3/59
62 Wagf of Aise bint | 16 Zi’l- Hicce 1330 | 10 English Ribh rate is MAAD, MAH. S
Haci Ibrahim 26 November 1912 liras not specified. 33/37/952
MAAD, KSS-IDS
Wagf of Mustafa | 8 Rebi* cl-Evvel . 5/461-462/638
o 150 English EVKAF, TVD
63 Aga ibn Ahmed 1331 . 12%
Mindik 15 February 1913 liras. 8/211-212
- y EVKAF, TVD
5/101-103
Wagf of Aise bint
Ikinci Hiiseyin and . .
_ 3 Receb 1331 Ribh rate is MAAD, MAH.S
64 | her husband Hact 8 June 1913 1,800 kurus |\ snecified. | 33/25/1004-1005
Ahmed Aga ibn
Mehmed
_ 1 English
Wagf of Haci T . EVKAF, VD
65 |  Mustafa Sakic 12 Rei’;g Ahir ':2‘;: ror! tbhee Ribh rate is 5/147-148
Efendi ibn Hact 10 March 1914 operated not specified. EVKAF, TVD
Mehmed Efendi P 6/119
every year.
Wagf of Qunduraji .
s | Mehmed Sah 3 Cumidglgzl'Ewe' 50 English | Ribh rate is EVKAF-TVD
Efendi ibn Hact liras not specified. 3/101-103%
30 March 1914
Yahya
The rest of
. the rent after
Waqfof Cigerci | o5 pocan 133 the Ribh rateis | T ViAR, VD 5/64
67 | Hasan ibn Cigerci . e EVKAF, TVD
.. 19 June 1914 conditions not specified.
Hiiseyin . ?/51
met will be
operated.

In our study of the Cyprus archives, a total of 175 waqfs were identified during the British
rule until November 5, 1914. The share of the 67 cash waqgfs we identified during this
period in this total is approximately 38.28%. In other words, more than every third
foundation was established as a cash waqf. Korkmazer’s (2023: 139) study examined a
total of 267 waqfs between 1570 and 1826, and 88 of these waqgfs were cash waqgf.
Accordingly, the share of cash wagfs in the total number of waqfs during Korkmazer's
period was 32.95%. This comparison shows that the tendency to establish cash waqfs
increased in direct proportion to the tendency to establish waqgfs. Therefore, the situation
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of one in three waqgfs established during the Ottoman period being a cash wagf continued
during the British period.

According to the TCCDAB (2020: 275) publication, the first cash waqf under British
administration is dated 7 January 1882 / 16 Safer 1299. However, in our research in the
Cyprus EVKAF archive, it was seen that two shops and 20,000 kurus were donated by
Hasan Kaptan Aga ibn Isma‘il on 6 February 1881 (EVKAF, VD 2/12-14; EVKAF, TVD
?/284-288; EVKAF, VD 6/343). In other words, a cash waqf was identified
approximately one year before the date stated by the Presidential Ottoman Archive.

The most notable of the cash wagfs established in Cyprus is the waqgf established by Sir
Walter Joseph Sendall, who was the High Commissioner of Cyprus between 1892-1898
(MAAD, KVGMA-VD 395(106A)/151). Sir Sendall endowed 100 liras during the fifth
year of his tenure in Cyprus, stipulating that this amount be invested®® at an annual rate
of 10%. It was stipulated that the interest generated from the endowed cash be distributed
annually to students who graduated with distinction from the Cyprus Islamic Riisdiye.
Accordingly, the first-place student of the final year would receive 5 liras, the first-place
student of the second year would receive 2 liras, the first-place student of the third year
would receive 1 lira and 10 liras, and finally, the first-place student of the fourth year
would receive 1 lira. Based on the examination of the accessible documents, it is
important to highlight that the only non-Muslim waqgf identified within the scope of this
study is the waqgf established by Sir Sendall. Another noteworthy point during this period
is the increase in cash wagfs established by Turks, contrasted with the complete absence
of non-Muslim wagqfs, except for the waqf of Sir Sendall. This could be attributed to a
perceived need among Turks for protection through these cash waqfs. The transfer of
administration to the British and the adoption of British currency on the island likely
fostered a sense of alienation among the Turkish population. This situation suggests that
the Muslim community may have sought to safeguard its economic and social position
through the institution of wagfs.

3.2.Amount and Distribution of Endowed Money

It was shown above that the tendency to establish cash waqgfs in Cyprus increased in direct
proportion to the 300-year tendency to establish wagfs. It should be emphasized that the
long-term and stable tendency shown towards cash waqgfs was not observed in the amount
of money endowed. Such that, during our period of study, no cash wagfs were detected
in some years, while in some years, it was observed that there were higher than normal
amounts of endowments. However, it can be said that cash waqfs were generally small
compared to real estate. This observation was also made by Seager, who prepared a report
on wagqfs in 1883. According to him, although the waqf owners made big statements in
their wills and resorted to prayers, they did not do much about religious purposes and in
general, the trustees (mutawallis) were the ones who benefited from cash waqfs (Seager,
1883:13). If we take into consideration the quantitative instability and Seager’s
determination based on this, we can see the following numerical data:
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Graph 1: Distribution of Endowed Money by Years (kurus / years)

All endowed cashes are calculated by converting them to kurus.
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The graph was created by converting the amounts of endowed cash (mevkif) in Table 2
into kurus and summing the endowments of the cash waqfs established in the same year.
As seen in Table 2, the endowed cash includes various currencies such as the British
pound, liras, and Ottoman lira. The following exchange rates were used in converting all
of these into kurus.

e 1 Turkish lira =18 liras = 162 kurus (Chalmers, 1893: 331-332)
e 1 pound = 20 liras = 180 penny/kurus
o 1English lira= 180 penny (MAAD, MAH.S 33/87/780; Zia, 1975:
89)
o 1 English lira = 20 liras (EVKAF, TVD 5/277; MAAD, KSS-IDS
4/36/107)
o 1liras =9 penny (Colonial Office, 1888: 284)
o 1 penny =40 para (Colonial Office, 1914: 165)
As seen in Graph.1, prepared in accordance with this calculation, no cash wagfs were
seen in the first three years of Cyprus’ transfer to British administration, 1878, 1879 and
1880. After this date, no cash waqgfs were seen in the years 1883, 1888, 1899, 1900, 1901
and 1908. The year when the endowed cash amount peaked was 1887 with a total
endowment value of 72,000 kurus. In fact, the endowed cash average between 1884 and
1887 was much higher than the average of other years. The calculation in this graph was
made by adding up the endowment amounts of the waqfs established in the same year.
However, the highest endowed cash amounts in the period we examined were as follows,
in order:

1. The waqgf of 60,000 kurus made by Mes‘ad Hasbi Efendi ibn Liitfullah
Efendi on May 7, 1884 (EVKAF, VD 2/7?(18); EVKAF-TVD 5 160-166)

2. 300 British liras -54,000 kurus- donated by Rabia Hanim bint Rashid
Efendi on June 2, 1907 (EVKAF, VD 2/146; EVKAF, TVD 5/257)
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3. The wagf of 36,000 kurus established by Sueda Hanim bint Isma‘il in
September 1887 (MAAD, KSS 54/106-107/187; EVKAF, TVD 2/183-
187).
Here, we should also open a parenthesis for Mes‘tid Hasbi Efendi. Because he is the
person who established a cash waqf with the highest amount of endowment at one time
and he established cash wagfs 5 times in total.?° The total endowment amount of these
wagfs is 97,500 kurus. In addition, there is a waqf that Mes‘ad Hasbi Efendi established
on 8 October 1895 / 18 Rebitilahir 1313, which includes 5,000 kurus, a mill and a store.
If we take into account that he had the mill and store here rented, the total figure will be
above this (EVKAF, VD 2/47; EVKAF, TVD 5/212). In addition, Hatike Kadin bin Haci
Mustafa, who was the wife of Mes‘id Hasbi Efendi, also established a waqf
independently with 15,000 kurus (EVKAF, VD 2/23-25; EVKAF, TVD 5/183-188).%
Accordingly, the total amount of the Mes‘tid Hasbi Efendi family's endowed cash amount
reaches the total amount of 112,500 kurus and interests (rental istirbah).

3.3.Dollarization in Cash Wagfs: Pound Substitution

The most obvious difference for the Cyprus cash wagfs under British rule was that the
Ottoman monetary system was replaced by British currency. This situation, referred to as
dollarization in modern economic terms, can also be considered as currency substitution
(Giovannini and Turtelboom, 1992). Essentially, this term refers to a country using a
foreign currency in its own economic transactions and in the valuation of its own
currency. This monetary situation was seen in some parts of the world in the 1970s and
1980s in terms of dollars and was therefore referred to as dollarization. However, in our
case, it would be more appropriate to use this term as Pound Substitution.

In Cyprus Convention, it was determined by international agreement that the island’s
ownership remained with the Ottomans, but its administration was left to the British
(ISAM, Berlin Ahidnamesi, 1908: 61-62; iISAM, Fahreddin Rumbeyoglu and Mehmed
Nabi, 1919: 10). However, as soon as the British took over the administration of the
island, they started to use their own currency. In other words, all payments made by the
British administration on the island were made in gold and silver British coins (Zia, 1975:
89). This situation led to a currency substitution in favor of the pound in Cyprus under
British rule over time, and it was observed that the British lira and liras constantly became
the endowed currency in the cash waqgfs. When the study period is divided into three
phases, the number of cash wagfs referencing British coins can be outlined as follows:

Table 3: Cash Waqfs by Currency

Period Kurus | Ottoman Lira | British Lira and Shilling?® | Not Specified Currency®
1878-1890 18 1 2 1
1891-1902 9 - 9 -
1903-1914 8 - 16 3

Total 35 1 27 4

As seenin Table 2, in the first 13 years of the approximately 37-year British period (1878-
1914), only 2 wagfs were established with reference to British currencies, while in the
last 12 years of the same period this number increased to 16. It is noteworthy that in the
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1903-1914 period, references to British currencies were 100% higher than to kurus. This
finding indicates that British currency became dominant in cash waqfs before 1914, the
year the island was annexed. In addition, the increasing use of British currency indicates
that the circulation of Turkish currency was withdrawn from daily economic transactions.
In other words, these data showed that the Pound Substitution issue we wanted to
emphasize was valid in waqgfs.

The first reference to the British currency in cash wagfs was used in the wagf of Penbe
Molla bint Cekdirioglu Ibrahim Aga dated 15 April 1887 / 21 Receb 1304. Here it is
stated that 150 British liras were donated (MAAD, KSS 54/83-84/167; EVKAF, TVD
2/167-170). The British currency endowed during the period in question ranged from 4
to 300 British liras. Among the wagfs we examined between 1878 and 1914, the reference
to the Ottoman lira was seen only in one waqf (EVKAF, VD?/105; EVKAF TVD 2/201-
203).2* This wagf is dated 5 September 1889 / 9 Muharrem 1307 and belongs to
Nakibiilesraf Ziihdii Efendizade Osman Nari Efendi. Both before and after this waqf,
many endowed moneys (mevkif) were expressed using the English lira and liras.
Therefore, if the endowment document (waqfiyya) mentions lira, the calculation here was
made by taking the English lira into account.

4. Operation of Cash Wagfs and Ribh Rates

In the early period of Islamic jurisprudence (figh) in general, and Hanafi figh in particular,
attention was paid to the fact that the endowment (mevkif) was the property of the person
who made the waqgf and therefore the authority to use the right of disposition/tenure was
absolute. Because there should not be any problem about ownership that would harm the
legal endlessness of the wagf. In order for the wagf to be established, in addition to the
conditions of the founder (vakif) of the wagf, the estate (mevkdf) also had to have the
condition of continuity. This context, known as the permanence/eternity of the waqf, has
caused different discussions about the movable wagf. That is, the permanence of the
charity/service that will exist as the purpose of the waqgf will be possible with the
permanence of the endowed property/goods. Therefore, it has been a natural practice for
the endowments to consist of real estate from the early period. Since the idea of waqfs
based on real estate is related to the permanence of the waqgf, whether money has this
quality or not has also led to the questioning of the existence of the cash waqgf. However,
it was seen that movables were first approved through complementary goods (Yediyildiz,
1986: 154) and customary precedents (Serahsi, 2008: 80; Dondiiren, 2016), and then it
was understood that they gained continuity through the methods of operating the money.
In other words, the protection and increase of the principal by operating the endowed
money became a point that was considered the basis for the sustainability of the cash
waqgf. Thus, the sustainability of cash waqfs became possible in two ways: direct
endowment of money and expanding the existing deposit by operating. For example, in a
study conducted for Bursa, it was determined that 81% of 148 cash waqfs were waqgfs
that increased their capital (Cizakga, 1995: 325). According to this data, the waqfs that
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increased their deposits by operating endowed money were more than the waqfs that
achieved continuity by acquiring endowed money.

The issue of operating and growing the endowed money is a separate area of discussion
in Islamic history. The most critical point here is that the methods of operating the money
do not resemble riba. The operating methods that constitute a wide literature in Islamic
economics today are also a natural subject of cash waqgfs. Whether cash wagfs were
operated with interest was also discussed in the Ottoman Empire and it cannot be said
that an agreement has been reached on this issue even today.?® Although we will not
include this discussion here, which will be the subject of another study, we will try to
reveal the method by which money was operated in Cyprus waqgfs and the ribh rates of
the evaluated money.

Although the method of operating the endowed money was initially expressed as
mudarabah, in Cizakga's article comparing studies conducted for different regions such
as Sarajevo, Bursa, and Uskiidar, it was understood that cash waqgfs mostly did not prefer
the mudarabah method (Cizakga, 2019: 78). Since the waqgf also shares the risk in
mudarabah and other partnership methods, the waqgf trustees (mutawalli) resorted to
lending methods over time (Goziibenli, 1994: 56). During our period, the method of
operating with mudarabah was not seen in the documents, and there were types of
operating with lending such as the direct mu ‘@Gmele ser ‘iyye and bey* method.

In basic Islamic sources, riba is explicitly prohibited, while trade is declared permissible
(Quran, 2/275 and 4/29). Therefore, it should be stated that Islamic jurists have
meticulously addressed the issue in order to remain outside the realm of riba and within
the realm of trade in monetary transactions. Despite this, even today it is not clear which
type of borrowing is riba and which transaction is trade profit. For these controversial
transactions, which are also the case in cash waqgfs, the method called hila-i mu‘amele
ser‘iyye has been used in the terminology. Three of these economic transactions, which
legally indicate the use of fraudulent means, are particularly used. These can be listed as
mu ‘amele ser‘iyye, bey* bi’l-vefa’ (conditional sale with the right of repurchase) and bey ¢
bi’l-istiglal (sale with the right of usufruct/exploitation).

The main method of operating cash waqgfs is the mu‘amele ser‘iyye. In Berki’s words, the
ser‘iyye transaction is a transaction made “for the elimination/silencing of interest”?®
(Berki, 1966: 38). In this transaction, the money in question is lent to someone for a
certain period of time and the interest rate corresponding to this period is calculated. Then,
a wagf property is sold to the debtor party (to be donated back to the waqf) in return for
the calculated interest amount. The transaction is completed when the debtor pays back
the principal, he received from the wagf and donates the mentioned property. Thus, the
wagqf, acting as the lender, recovers both the principal amount and the interest calculated
for the duration of the loan. In addition, another type of application is the transaction type
in which the borrower sells a property in his possession to the lender (the cash waqgf) for
a certain amount and buys back this property at a higher rate when the time comes to pay
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the debt to the cash wagf. In this method, the borrower sells the goods to the lender at
price A and buys them from the lender by paying price A+B. Thus, he leaves the interest
share in the amount of B to the lender or, in our case, to the cash wagf. In fact, the practice
of mu‘amele ser‘iyye can be encountered in different ways than here; however, the
common point of all of them is to include a sale transaction into the debt-purchase
transaction. Thus, it will be shown that the amount of debt to be paid is a transaction
originating from the sale not interest (Kaya, 2007: 20-27).

The revenue generated through this practice in Cypriot cash wagfs was referred to as ribh,
consistent with its terminology in the Ottoman Empire, and terms such as nema, galle,
and geziiste were also employed alongside ribh (EVKAF, VD 2/12-14; EVKAF,
TVD?/284-288; MAAD, KSS 53/106/173; MAAD, KKVD 239/118. EVKAF, VD 2/61).
The word ribh is the main expression here, and the word istirbah, derived from this word,
appears as a terminology expressing that the mu‘amele ser‘iyye will be applied. The ribh
ratio of istirbah and other details deemed necessary were expressed in the waqf charters
as follows (first cite MAAD, MAH.S 33/87/780; second cite EVKAF, TVD 2/201-203):

“[...] the aforementioned ten liras shall be entrusted to the
mutawalli (trustee) with solid collateral and a reliable guarantor, to be
invested (istirbah) at an interest rate of ten or twelve percent, and the
resulting profit [...] ~

“[...] the aforementioned amount of seventy-five Ottoman liras shall
be entrusted to the mutawalli (trustee) with solid collateral or a reliable
guarantor, to be continuously invested (istirbah) annually at a rate of ten to
eleven and a half percent in a permissible (halal) manner, and [...] "
The aforementioned expressions also make it clear what the waqf’s conditions are
regarding the endowments are. Here, the expression “rehn-i kavi” refers to a movable or
immovable pledge (solid collateral) whose value corresponds to the debt, while “kefil-i
meli” refers to a person with wealth being shown as a reliable guarantor for an unpaid
debt (Berki, 1966: 31, 46). Therefore, the endowed money could be used by the person
who met these conditions through the istirbah method. As mentioned above, the interest
obtained from this was also called ribh (or galle, nema). However, the interest (ribh) rates
obtained by the cash waqgfs were also limited by the law, and whether transactions were
carried out in accordance with these rates was checked by the waqgf administrative
organizations (Korkmazer, 2023: 139). Indeed, Ebussuud Efendi also allowed interest-
based transactions under the name of legal transactions in order to prevent usury/riba
during the reign of Sultan Bayezid Il. It was stipulated that the 15% upper limit, which
was valid from Bayezid onwards, should not be exceeded (Cinar and Kaya, 2015: 82).
Although it is a late period, it should be noted that the 15% ribh rate was not exceeded
between 1878 and 1914, which is our field of study.
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Graph 2: Ribh Rates by Year (% / Years)
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As can be seen in the graph, the ribh rates stated in cash waqfs show a distribution between
9% and 15%. However, it should be emphasized that most of the waqgfs in this range have
istirbah transactions between 10-12%. Because, while there are two waqgfs that set the
ribh rate as 15%, there is only one wagf that sets it as 9%. The only waqf that sets the ribh
rate as 9% is the waqf of Mes‘tid Hasbi Efendi dated 8 October 1895 / 18 Rebiiilahir 1313
and amounting to 10,000 kurus (EVKAF, VD 2/45-46; EVKAF, TVD 5/207). The waqgfs
that determined the istirbah rates as 15% are the waqgf of the Kadiriyye Seyh Hafiz Hact
Hasan Efendi dated 7 January 1882 / 16 Safer 1299 and amounting to 15,000 kurus
(MAAD, KSS 53/106/173; EVKAF, TVD 2/134) and the waqf of Aise Hanim bin Haci
Mehmed Aga dated 24 June 1891 / 17 Zi’l1-Ka‘de 1308 and amounting to 1,600 kurus
(MAAD, KSS Zabit-7 110-109/98-99/126). Apart from this, as can be seen, almost all of
the wagfs had istirbah transactions carried out in the range of 10% and 12%. The ribh
(interest) rate encountered in Cyprus, ranging between 10-12%, is considerably lower
compared to other Ottoman territories. For instance, during the same period, ribh rates
were approximately 14% in the Edirne-Kirklareli region, 15% in the Tekirdag region,
14.6% in Macedonia, Kosovo, Albania, Serbia, and Romania, 13.7% in Bosnia and
Herzegovina, 14.8% in Greece, and 14.9% in the Bulgarian region (Bulut, 2019: 78-85).

Apart from the mu‘amele ser‘iyye, one of the mentioned applications is the bey* (&)
method, which is of two types: bey* bi’l-vefa’ and bey ° bi’l-istiglal. The word bey‘ means
exchange, and in Arabic, bey* is generally used for sale and sird’ (s)<&) is used for
purchase (Bardakoglu, 1992: 13). In accordance with Arabic, its use in the terminology
of waqgfs is also focused on sale. The bey‘ method is seen in two forms: vefa’ and istiglal.

Among these, the practice of vefa’ is the main one, while istiglal is considered as a type
of former (Bayindir, 1992: 20-22; Kaya, 2007: 87). In the transaction of vefa’, the person
who takes the loan/borrower leaves a property to the lending party and when the lender
returns it, he/she makes the transaction as if he/she has bought back this property. In the
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transaction made with this contract, the party who takes the property as collateral does
not own the property and cannot sell this property to a third party on his/her own. In other
words, he/she shows loyalty to the property and expects the borrower to return his/her
loan. Bey* bi’l-istiglal can be summarized as sale on the condition of renting. In fact, it
can also be said that it is the application of bey* bi’l-vefa’ on the condition of renting. In
this method, the party who gives the loan/loan buys the property from the borrowing party
in the same way and gives the determined amount to the borrower in return. Here, unlike
the sale by way of vefa’, the goods purchased by the lender are rented back to the original
owner, that is, the borrower. Thus, the goods sold remain in the use of the same person
(Baymndir, 1992: 21).

Conclusion

The number of cash waqfs established under British rule (June 4, 1878 / 3 Cumadi el-
Ahir 1295 to November 5, 1914 / 16 Zii’l- Hicce 1332) was determined as 67 as a result
of our archive study. First, the tendency to establish cash wagfs was comparatively
examined in the study. Accordingly, while the tendency to establish cash waqfs in
Ottoman Istanbul between 1490-1928 was 9.04, this rate was determined as 0.34 in
Cyprus between 1571-1826. While the tendency to establish cash wagfs was 1.04 in
Cyprus between 1827-1877, which was the close period before the British, it was
determined as 1.81 under British rule. This shows that the trend of establishing cash
wagfs, which continued in the 19th century, showed a significant increase under British
rule.

A total of 175 waqfs were determined in Cyprus from the beginning of the mentioned
British rule until the annexation period on November 5, 1914. The share of the 67 cash
wagfs identified in the early British administration in this total is approximately 38.28%.
In other words, one in every three wagfs between 1878 and 1914 was established as a
cash waqgf. During Korkmazer's period (1570-1826), the share of cash waqfs in the total
number of waqfs was 32.95%. This comparison shows that the tendency to establish cash
foundations increased in direct proportion to the tendency to establish waqfs. Therefore,
the situation of one in three foundations established during the Ottoman period being a
cash waqf continued during the British period.

In the TCCDAB publication, the first cash wagf under British administration is dated 7
January 1882 / 16 Safer 1299. However, in our research in the Cyprus EVKAF archive,
it was seen that two stores/shops and 20,000 kurus were donated by Hasan Kaptan Aga
ibn Isma‘il on 6 February 1881. In other words, a cash waqf was identified approximately
one year before the date stated by the Presidential Ottoman Archives.

During our period of study, while no cash wagfs were detected in some years, it was
observed that there were higher than normal deposits in some years. No cash wagfs were
established during the first three years following Cyprus’s transition to British rule in
1878, 1879, and 1880. After this date, no cash waqfs were seen in the years 1883, 1888,
1899, 1900, 1901, and 1908. The peak of the deposited money amount was in 1887 with
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a total endowment value of 72,000 kurus. In fact, the endowed money average between
1884 and 1887 was much higher than the average of other years. The most obvious
difference for the cash waqgfs in Cyprus during the British rule was that the Ottoman
monetary system was replaced by British currency. The ribh rates in Cypriot cash waqgfs
from 1878 to 1914 varied between 9% and 15%. However, it should be emphasized that
most of the waqgfs in this range have made istirbah transactions between 10-12%. Because,
while there are two waqgfs that set the ribh rate as 15%, only one wagf was identified that
set it as 9%.

Notes
! This term is used instead of the word “gayr-i menkii/”.
2 This term is used instead of the word “menkil”.

% The word Ayn is given in two meanings in the TDV Encyclopedia of Islam as “existing, ready and
determined goods” and “things that are equivalent to deyn (debt)” (see also Karaman, 1991).

4 In Mandeville’s article this mosque is originally written as “Kilise Camii”.

5 In the Cyprus Wagfs titled work published by the Republic of Turkey Presidential State Archives—
Ottoman Archive in 2020, there are 52 cash waqfs between 1570-1826 (the last waqf was listed as dated
19 Cumadi el-Evvel 1242 / 19 December 1826). While only cash waqfs were made in 43 of them, 9 of them
were hybrid wagfs (see also TCCDAB, 2020: 249-266).

® The date range here starts with the Ayse Molla Hatun Foundation dated 25 Zii’l-Ka‘de 1242 (20 June
1827) and ends with the Hact Ahmed Efendi ibn Hiiseyin Efendi Foundation dated 25 Cumadi el-Evvel
1294 (7 June 1877).

" The Presidential Ottoman Archive gave the number of cash foundations as 40 for the same period (see
also TCCDAB, 2020: 274-284).

8 The Redhouse 1884 dictionary and the Encyclopedia Britannica were taken into account in the
transcription (not transliteration) methods here.

® The date of the document itself is 12 Sa‘ban 1309 (12 March 1892), and in the study prepared by the
Presidential Ottoman Archive (TCDDAB, 2020), the date of this waqf, which is included in no.250, was
entered as the date of the document. In addition, 12 Sa‘ban was also entered incorrectly as 22 Sa‘ban 1309.
However, this date is probably the date of the scribe's own document; the correct date is 6 February 1881
(25 Kanun Sani 1296), which we have provided. In other words, the date of the waqf is approximately 13
years earlier than that stated in the BOA.

10 This code is given as VD 2/7 in TCCDAB (2020) studly.
1 This document, dated 5 Muharrem 1315, is probably a copy.

12 1n the TCCDAB (2020) publication, it is written as 11 Receb. However, in the archive document we have
accessed, it is read as 21.

13 Separation of 1/3 of his heritage after funeral and burial expenses and debts, if any; 2,000 kurus from this
1/3 was given to Ahmed Efendi ibn Hac1 Ahmed, 1,000 kurus to the children of his deceased relatives, 500
kurus (1 akge) to his daughter, and the rest was endowed.

14 A TVD record was sent to us in return for the requested document from the Cyprus EVKAF archive with
the code VD 5/63, and it is not understood which book and number the relevant TVD record is registered
with. For this reason, both codes have been added.

15 In the document, next to this date, it says 25 Tisrin Sani 1895. In the TTK guide, the equivalent of 20
Cumadi el-Ahir 1313 is given as 26 Tisrin Sani 1311 and 8 December 1895. We based the date of 25 Tisrin
Sani written in the document in the date section of the table. In the TCCDAB (2020) publication, the date
5 Rebi' el-Evvel 1313 is given for this foundation, and it is estimated that this date is written incorrectly.

16 It is evaluated as British pound.
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17 In the document from EVKAF (TVD5/234-235), this date is written as Hijri 28 Rebi* el-Evvel 1320 and
Rumi 22 June 1318 and Gregorian July 5, 1902.

18 This record was given as TVD 5/142 in the TCDDAB (2020: 284) publication, but it was found to be
incorrect.

19 This word has been used to correspond to the term "istirbah'.
20 See also Tablo.2/No.4, No.10, No.13, No.30, No.31.
21 See also Tablo.3/No.12.

22 |In the wagfs, only the expressions mentioned as lira are counted as British lira. The relevant explanation
is given in the rest of the chapter.

23 Even if the rent was operated (istirbah), those whose type of rent was not specified in monetary terms
were also counted here.

2 Tablo.2/No.21.

%5 Cizakea's evaluations, which state that both economists' calling cash waqf transactions as interest and
Islamic jurists' calling them as not interest is right, can be seen as a good explanation at this point. For
detailed information, see also (Cizakga, 2019: 73-84).

%6 In Turkish: “faiz ilzami icin”.

Uluslararasi islam Ekonomisi ve Finans1 Arastirmalar1 Dergisi 11/1 (Eyliil 2025) n



Muhammed Emirhan Onhan

References

Bardakoglu, A. (1992). Bey. In TDV islam Ansiklopedisi (Vol. 6, pp. 13-19). Istanbul: TDV
Islam Arastirmalar1 Merkezi.

Barkan, O. L., & Ayverdi, E. H. (1970). Istanbul Vakiflar: Tahrir Defteri: 953 (1546) Tarihli.
Istanbul: istanbul Fetih Cemiyeti Istanbul Enstitiisii.

Bayindir, A. (1992). Bey‘bi’l-Vefa. In TDV Islam Ansiklopedisi (Vol. 6, pp. 20-22). Istanbul:
TDV Islam Arastirmalar1 Merkezi.

Berki, A. H. (1966). Vakifa Dair Yazilan Eserlerle Vakfiye ve Benzeri Vesikalarda Gegen Istilah
ve Tabirler. Ankara: Vakiflar Genel Midiirliigii Nesriyati.

Bulut, M. (Ed.). (2019). Osmanli Donemi Rumeli Para Vakiflar: (M. Bulut, H. Cinar, R. Ademi,
A. Demir, A. Kudat, M. Dogan, C. Korkut, et al., Comp.). Istanbul: 1ZU Yaynlar:.

Chalmers, R. (1893). History of currency in the British colonies. London: Eyre and Spottiswoode.

Cinar, H., & Koyuncu Kaya, M. (2015). Vakiflar Kaynakg¢as:. Ankara: Vakiflar Genel Miidiirliigii
Yayinlari.

Cizakca, M. (1995). Cash waqfs of Bursa, 1555-1823. Journal of the Economic and Social
History of the Orient, 38(3), 325.

Cizakca, M. (2019). iktisat tarihi agisindan vakiflar. Vakiflar Dergisi, 80. Y1l Ozel Sayisi, 73-84.
Cizakga, M. (2017). Islam diinyasinda vakiflar. Konya: Karatay Universitesi Yaymnlar1.

Déndiiren, H. (2016). Islam hukukuna gore giiniimiizde vakif meseleleri. Istanbul: Erkam
Yaynlart.

Giovannini, A., & Turtelboom, B. (1992). Currency substitution. NBER Working Paper, 4232.
https://doi.org/10.3386/w4232

Goziibenli, B. (1994). Tiirk hukuk tarihinde vakif mallarinin faizli isletilmesi hakkinda tahlili bir
degerlendirme. In I. Ates, S. Bayram, & M. Narince (Eds.), XI. Vakif Haftas: Kitabi (pp.
51-72). Ankara: Vakiflar Genel Miidiirligii Yayinlar.

Karaman, H. (1991). Ayn. In TDV islam Ansiklopedisi (\Vol. 4, pp. 257-258). istanbul: TDV
Islam Arastirmalar1 Merkezi.

Kaya, S. (2007). XVIII. yiizyil Osmanli toplumunda nazari ve tatbiki olarak karz islemleri
[Yayimlanmamis doktora tezi]. Marmara Universitesi Sosyal Bilimler Enstitiisii.

Korkmazer, S. (2023). Osmanli Devleti doneminde Kibris'ta kurulan vakiflar (1570-1826)
[Yayimlanmamis doktora tezi]. Bursa Uludag Universitesi Sosyal Bilimler Enstitiisii.

Kurt, 1. (2015). Para vakiflari: Nazariyat ve tatbikat. istanbul: Ensar Nesriyat.

Mandaville, J. E. (1979). Usurious piety: The cash waqf controversy in the Ottoman Empire.
International Journal of Middle East Studies, 10(3), 289-308.

Omer Hilmi Efendi. (1889). fthdfii’l ahldf fi ahkdmii’l evkaf. Istanbul: Matbaa-i Amire.

Serahsi. (2008). Mebsiit (Vol. 12, M. C. Aksit, Ed.; H. Kayapinar & M. T. Odabasi, Trans.).
Istanbul: Giimiisev Yaymcilik.

International Journal of Islamic Economics and Finance Studies 11/1 (March 2025)



Cyprus Cash Waqfs Established Under Early British Rule (1878-1914)

Tiirkiye Cumhuriyeti Cumhurbaskanligi Devlet Arsivleri Bagkanligi (TCCDAB). (2020).
Belgelerle Osmanli yonetiminde Kibris (V. Atik, H. O. Yildinim, Y. Karaca, et al., Eds.).
Istanbul: Cumhurbaskanlig1 Devlet Arsivleri Yayinlari.

Uzungarsily, 1. H. (1988). Osmanl: devlet teskildtindan Kapikulu Ocaklar: I: Acemi Ocagi ve
Yenigeri Ocagi. Ankara: Tiirk Tarih Kurumu Basimevi.

Yediyildiz, B. (1986). Vakif. In TDV Islam Ansiklopedisi (\Vol. 13, pp. 153-172). Istanbul: Milli
Egitim Basimevi.

Zia, N. (1975). Kibris'in Ingiltere’ye gecisi ve adada kurulan English idaresi. Ankara: Tiirk
Kiiltiiriinli Arastirma Enstitiisii.

ISAM — islam Arastirmalar1 Merkezi Arsivi / Centre for Islamic Studies

Berlin Ahidnamesi: Ayastafonos, Berlin, Kibris mu ‘ahedenameleri. [stanbul: Karabet
Matba‘asi, 1908. https://isamveri.org/pdfrisaleosm/R032847.pdf

Fahreddin Rumbeyoglu ve Mehmed Nabi. Kibris Meselesi. istanbul: Matba‘a-i Amire,
1919 (a.h.1335). https://isamveri.org/pdfrisaleosm/R165791.pdf

EVKAF — Kibnis Vakiflar Idaresi Arsivi / The Cyprus Wagfs Administration
TVD (Transkripsiyonlu Vakfiye Defterleri / Transcribed Waqfiyya Books):
?/284-288,
- A"

- 2/12-14

- 2/134,

- 2/146-150,
- 2/156-160,
- 2/160-163,
- 2/164-167,
- 2/167-170,
- 2/175-179,
- 2/181-183,
- 2/183-187
- 2/190-192,
- 2/201-203,
- 2/243-244,
- 2/275-276,
- 2/278-280,
- 2/285-286,
- 36,

- 38,

Uluslararasi islam Ekonomisi ve Finans1 Arastirmalar1 Dergisi 11/1 (Eyliil 2025) ﬁ



Muhammed Emirhan Onhan

- 3/25,
- 3/34,
- 3/54,
- 3/59
- 3/101-103,
- 3/137,
- 3/211-212,
- 5/92-95,
- 5/101-103,
- 5/160-166,
- 5/167-168,
- 5/168-169,
- 5/174-182,
- 5/183-188,
- 5/207,
- 5/212,
- 5/213,
- 5/234-235,
- 5/242,
- 5/245-247,
- 5/257,
- 5/261,
- 5/277,
- 6/17,
- 6/52,
- 6/54,
- 6/55,
- 6/56,
- 6/57-58,
- 6/119,
- 6/220,
- 6/222,
- 6/272,
- 6/276,
- 6/301.
VD (Vakfiye Defteri / Wagfiyya Books):

International Journal of Islamic Economics and Finance Studies 11/1 (March 2025) ﬂ



Cyprus Cash Waqfs Established Under Early British Rule (1878-1914)

~ 20105,
- 277(18),
- 2/12-14,
- 21822,
- 2/23-25,
- 2/45-46,
- 247,

- 2061,

- 2/64,

- 2/83-84,
- 2094,

- 2/95,

- 2/113-114,
- 2/115-116,
- 2117

- 2/119-120,
~ 2/148,

_ 2/148,

- 2/149,

_ 2/291,

- 3178,

- 5/14,

- 5/63,

- 5/64,

- 5/65,

- 5/66

- 5/147-148,
-~ 6/103

- 6/104,

- 61264,

- 6/324,

- 6/326,

- 6/343,

- 6/410.

MAAD - KKTC Milli Arsiv ve Arastirma Dairesi / TRNC National Archives and Research
Department

Uluslararasi islam Ekonomisi ve Finans1 Arastirmalar1 Dergisi 11/1 (Eyliil 2025)



Muhammed Emirhan Onhan

KSS (Kibris Seriye Sicilleri / Cyprus Ser‘iyye Registers):

53/106/173,
54/11/21
54/31/64
54/33/67
54/50/97,
54/70/144,
54/71/145,
54/79/161,
54/83-84/167,
54/94-95/173,
54/98-99/177,
54/106-107/187,
54/114/198.

KSS-IDS (Kibris Seriye Sicilleri-Ingiliz Dénemi Sicilleri / Cyprus Ser‘iyye Registers- British
Period Registers):

3/9/21,
3/181-182/364,
3/191-192/388,
3/231/491,
3/267-268/571,
3/268-269/572,
4/20/58
4/36/107,
4/55/153,
4/104/256
4/116/280,
5/461-462/638.

KSS-Zabit-7: 61/196/223, 110-109/98-99/126, 120-119/78-79/100, ?2/222/364.
KSS-Zabit-108(13): 186/130
KSS-VKD: 4/7/64-65

MAH.S (Mahkeme Sicilleri / Court Registers): 21/100, 27/64, 33/25/1004-1005, 33/37/951,
33/37/952, 33/64/849, 33/87/780,

KKVD (Kara Kapli Vakfiye Defteri / Black Covered Waqfiyya Book ): 239/118
KVGMA-VD: 36(4)122, 395(106A)/151,

International Journal of Islamic Economics and Finance Studies 11/1 (March 2025)



Cyprus Cash Waqfs Established Under Early British Rule (1878-1914)

TNA - The National Archives of United Kingdom

Colonial Office. (1888). The Colonial Office List For 1888. London: Harrison.

Colonial Office. (1914). The Colonial Office List For 1914. London; Waterlow & Sons Limited.
Seager, M.B. (1883). Reports on The Evkaf Properties, Cyprus. Reference No: FO 881/5062X.

Uluslararasi islam Ekonomisi ve Finans1 Arastirmalar1 Dergisi 11/1 (Eyliil 2025)



Etik ilkeler ve Yayin Politikas:

Uluslararasi Islam Ekonomisi ve Finansi Arastirmalari Dergisi yazarlarin, derginin ve bilimin haklarini korumak
adina Etik Kurallarina 6nem vermektedir. Bu kapsamda yayin siireclerinde bilginin tarafsiz bir sekilde, bilimsel
yontemle iretilip gelistirilmesini ve paylagilmasini 6n gormektedir. Hakemli makalelerin bilimsel yonteme
dayanmasi, ¢alismalarda mimkiin oldugunca objektifligi saglamaktadir. Bilimsel tretimin gergeklestirilmesi
noktasinda yayin siirecinin biitiin paydaglarinin; editdr, yazar, yayinci, hakem ve okuyucularin etik ilkelere dair
standartlara uymasi 6nem tasimaktadir. Bu cercevede Uluslararasi Islam Ekonomisi ve Finansi Arastirmalari
Dergisi’nin yayin etigi ile agik erisim politikas: da “Yitksekogretim Kurumlar: Bilimsel Aragtirma ve Yayin Etigi
Yonergesi” ve “Committee on Publication Ethics (COPE)” tarafindan yayinlanan ilkeler ¢ercevesinde, yayin siirecinin
biitiin bilegenlerinin etik ilkelere uymasini gerektirmektedir. Detayli bilgiye linkten ulagilabilir.

Uluslararast Islam Ekonomisi ve Finansi Aragtirmalari Dergisi yazarlarin, derginin ve bilimin haklarini korumak
adina Etik Kurallarina 6nem vermektedir. Bu noktada siirecin biitiin paydaglarinin (yazarlar ve aragtirmacilar,
hakemler ve editorler) etik ilkelere yonelik standartlara uymas: 6nem tagimaktadir. Bu gercevede taraflarin uymasi
gereken etik kurallar: su sekildedir:

YAZARLARIN SORUMLULUKLARI

« Tim yazarlar 6nemli oranda arastirmaya katkida bulunmalidir.

« Dergiye gonderilen akademik ¢alismalar 6zgiin olmali, intihal ve sahte veriye yer verilmemelidir.

« Makale ayn1 anda farkli dergilere gonderilmemelidir ve daha 6nce bagka bir dergiye gonderilmis olmamalidir.

« Alint1 yapilan kaynaklar kaynak¢aya mutlaka yazilmalidir.

- Atflar ve kaynakga yazim kuralaria uygun bir sekilde yazilmalidir.

- Gonderilen ¢alismanin benzerlik orani %20'yi gegmemelidir.

« Dergiye gonderilen akademik ¢alismalar yayin etigine aykiri olmamalidir.

- Tim yazarlar geri cekmeyi ve hatalarin diizeltilmesini saglamak zorundadir.

- Dergiye gonderilen yazilarda yazarlarin bu kosullara uymay: kabul ettikleri varsayilir.

YUKSEKOGRETIM KURUMLARI BILIMSEL ARASTIRMA VE YAYIN ETiGI YONERGESI 4. MADDEYE GORE
BILIMSEL ARASTIRMA VE YAYIN ETIGINE AYKIRI EYLEMLER SUNLARDIR:

« Intihal: Bagkalarinin ézgiin fikirlerini, metotlarini, verilerini veya eserlerini bilimsel kurallara uygun bigimde atf
yapmadan kismen veya tamamen kendi eseri gibi gostermek,

- Sahtecilik: Bilimsel aragtirmalarda gercekte var olmayan veya tahrif edilmis verileri kullanmak,

« Carpitma: Arastirma kayitlari veya elde edilen verileri tahrif etmek, arastirmada kullanilmayan cihaz veya
materyalleri kullanilmis gibi gostermek, destek alinan kisi ve kuruluglarin ¢ikarlar1 dogrultusunda arastirma
sonuglarini tahrif etmek veya sekillendirmek,

« Tekrar yayim: Miikerrer yayinlarini akademik atama ve yiikselmelerde ayr1 yayinlar olarak sunmak,

- Dilimleme: Bir aragtirmanin sonuglarini, aragtirmanin bittinligiini bozacak sekilde ve uygun olmayan bigimde
pargalara ayirip birden fazla sayida yayimlayarak bu yayinlar: akademik atama ve yiikselmelerde ayr1 yayinlar olarak
sunmak,

« Haksiz yazarlik: Aktif katkisi olmayan kisileri yazarlar arasina dahil etmek veya olan kisileri dahil etmemek, yazar
siralamasini gerekgesiz ve uygun olmayan bir bigimde degistirmek, aktif katkisi olanlarin isimlerini sonraki
baskilarda eserden gikartmak, aktif katkisi olmadigi halde niifuzunu kullanarak ismini yazarlar arasma dahil
ettirmek.

Diger etik ihlal tiirleri sunlardir:

« Destek alinarak yiiritilen aragtirmalar sonucu yapilan yayinlarda destek veren kisi, kurum veya kuruluslar ile
bunlarin katkilarini belirtmemek,

« Hentiz sunulmamisg veya savunularak kabul edilmemis tez veya ¢alismalari, sahibinin izni olmadan kaynak olarak
kullanmak,

« Incelemek iizere gérevlendirildigi bir eserde yer alan bilgileri eser sahibinin agik izni olmaksizin yayimlanmadan
once bagkalariyla paylagmak,

- Bilimsel aragtirma i¢in saglanan veya ayrilan kaynaklari, mekanlari, imkanlari ve cihazlari amag dig1 kullanmak,

« Dayanaksiz, yersiz ve kasitli olarak etik ihlal isnadinda bulunmak,

- Bilimsel bir ¢aligma kapsaminda yapilan anket ve tutum aragtirmalarinda katilimeilarin agik rizasini almadan ya da
aragtirma bir kurumda yapilacaksa ayrica kurumun iznini almadan elde edilen verileri yayimlamak,

« Aragtirma ve deneylerde, calismalara baglamadan 6nce alinmasi gereken izinleri yetkili birimlerden yazili olarak
almamak,

o Aragtirma ve deneylerde mevzuatin veya Tirkiye'nin taraf oldugu uluslararasi sozlesmelerin ilgili aragtirma ve
deneylere dair hitkiimlerine aykiri ¢caligsmalarda bulunmak,

- Bilimsel ¢alismalarda, diger kisi ve kurumlardan temin edilen veri ve bilgileri, izin verildigi ol¢iide ve sekilde
kullanmamak, bu bilgilerin gizliligine riayet etmemek ve korunmasini saglamamak,

« Akademik atama ve yiikseltmelerde bilimsel aragtirma ve yayinlara iligkin yanlig veya yaniltic1 beyanda bulunmak.
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HAKEMLERIN SORUMLULUKLARI

« Degerlendirdikleri makalelerin eksikliklerini ve bilimsel katkilarini mutlaka bildirmelidir.

« Hakemlik yaptiklar: makalelerin gizliligine aykiri fiiliyatta bulunmamalidir.

« Degerlendirmelerinde tarafsiz olmalidir.

« Hakemler aragtirmayla, yazarlarla ve/veya arastirma fon saglayicilar ile gikar ¢atismasi igerisinde olmamalidir.

EDITORYAL SORUMLULUKLAR

- Editorler bir makaleyi kabul etmek ya da reddetmek i¢in tiim sorumluluga ve yetkiye sahiptir.

« Editorler kabul ettigi ya da reddettigi makaleler ile ilgili ¢ikar catigmasi igerisinde olmamalidir.
- Sadece alana katki saglayacak makaleler kabul edilmelidir.

« Hatalar bulundugu zaman diizeltmenin yayimlanmasini ya da geri ¢ekilmesini desteklemelidir.
« Hakemlerin ismini sakli tutmalidir ve intihal/sahte veriye engel olmalidir.

Bilimsel aragtirma ve yayin etigine aykir: davraniglar igin bakiniz: “Yitksekogretim Kurumlar: Bilimsel Arastirma ve
Yayin Etigi Yonergesi, Madde 4. Daha detayl bilgi i¢in ilgili yonergeye tiklayiniz.

YAYIN ETIGINE AYKIRI DURUMUN TESPITi

Uluslararasi Islam Ekonomisi ve Finansi Aragtirmalar1 Dergisi'ne gonderilen tiim akademik yazilarda yayin etigine
aykirt durumlarin tespiti igin intihal tespit programi kullanilmakta ve yazilar, ¢ift tarafli kor hakemlik usulii iizere en
az iki hakem tarafindan degerlendirilmektedir.

Okuyucu Uluslararasi Islam Ekonomisi ve Finansi Arastirmalar1 Dergisi’'nde yayinlanan bir makalede énemli bir hata
ya da yanliglik fark ettiginde ya da editoryal igerik ile ilgili herhangi bir sikayeti (intihal, yinelenen makaleler vb.)
oldugu zaman erhanakkas@sakarya.edu.tr adresine mail atarak sikayette bulunabilir. Sikayetler derginin gelismesi
icin firsat saglayacagindan hizli ve yapici bir gekilde geri doniis yapilmas: amaglanmaktadir.

Dergimize sunulan ¢alismalar; kisilerden miilakat, anket, odak grup calismasi, deney vb. yollarla veri toplanmasini
ve deneysel ya da diger bilimsel amaglarla kullanilmasini 6ngérityor ise bagvuru éncesinde ilgili kurumun Etik
Kurulwndan “Etik Kurul Onay Belgesi” alinmasi zorunlu olup etik kurul iznine dair bilgilendirmenin makale
iceriginde belirtilmesi ya da ek olarak sunulmasi gerekmektedir. Etik kurul onay belgesinin alinmamasi durumunda
yayin 6n inceleme safhasinda yazara iade edilir.

Okuyucu ile iliskiler

Editor tiim okuyucu, aragtirmaci ve uygulayicilarin ihtiyag duyduklar: bilgi, beceri ve deneyim beklentilerini dikkate
alarak karar vermelidir. Yayinlanan ¢aligmalarin okuyucu, arastirmaci, uygulayict ve bilimsel literatiire katk:
saglamasina ve 9zgiin nitelikte olmasina dikkat etmelidir. Ayrica editdr okuyucu, arastirmact ve uygulayicilardan
gelen geri bildirimleri dikkate almak, agiklayici ve bilgilendirici geri bildirim vermekle yiikiimlidiir.

Yazarlar ile iligkiler

Editoriin yazarlara karg gérev ve sorumluluklari agagidaki sekildedir:

« Edit6r, ¢caligmalarin 6nemi, 6zgiin degeri, gecerliligi, anlatimin agiklig1 ve derginin amag ve hedeflerine dayanarak
olumlu ya da olumsuz karar vermelidir.

« Yayin kapsamina uygun olan ¢aligsmalarin ciddi problemi olmadig siirece 6n degerlendirme agamasina almalidur.

- Editor, caligma ile ilgili ciddi bir sorun olmadikg¢a, olumlu yondeki hakem 6nerilerini goz ard: etmemelidir.

« Yeni editor, c¢alismalara yonelik olarak 6nceki editor tarafindan verilen kararlari ciddi bir sorun olmadik¢a
degistirmemelidir.

« Yazarlara agiklayici ve bilgilendirici gekilde bildirim ve d6nits saglanmalidir.

Hakemler ile iliskiler

Editoriin hakemlere karsi gorev ve sorumluluklar: agagidaki sekildedir:

« Hakemleri calismanin konusuna uygun olarak belirlemelidir.

- Hakemlerin degerlendirme agamasinda ihtiya¢ duyacaklar: bilgi ve rehberleri saglamakla yitkiimlidiir.

« Yazarlar ve hakemler arasindan ¢ikar ¢atigmasi olup olmadigini gozetmek durumundadir.

« Kor hakemlik uygulamasi baglaminda hakemlerin kimlik bilgilerini gizli tutmalidur.

- Hakem havuzunun dinamik sekilde giincellenmesi ve genis bir yelpazeden olugsmasi konusunda gerekli adimlar:
atmalidir.

« Nezaketsiz ve bilimsel olmayan degerlendirmeleri engellemelidir.

Editoryal ve Kov Hakemlik Siivecleri

Editor; dergi yaymn politikalarinda yer alan Kér Hakemlik ve Degerlendirme Siireci politikalarini uygulamakla
yukimlidiir. Bu baglamda editor her calismanin adil, tarafsiz ve zamaninda degerlendirme siirecinin
tamamlanmasini saglar.

(1JISEF

> International Journal
of Islamic Economics

N\ and Finance Studies




Kalite Giivencesi

Editér; dergide yayinlanan her makalenin dergi yayin politikalar: ve uluslararas: standartlara uygun olarak yayinlanmasindan
sorumludur.

Olas Suiistimal iddialarina iliskin ilkeler ve Gorevi Kotiiye Kullanmaya Karsi Onlem

- Editdr; olas1 suiistimal ve gorevi kétiiye kullanma iglemlerine kargt énlem almakla yitkiimliidiir. Editdriin, bu duruma yonelik
sikayetlerin belirlenmesi ve degerlendirilmesi konusunda objektif ve titiz bir sorugturma yapma sorumlulugu bulunmaktadir.

« Uluslararasi Islam Ekonomisi ve Finansi Arastirmalari Dergisi, suistimal ve kétiiye kullanma durumlarina karsi, COPE’un “olasi
kotiiye kullanim” durumlarina dair 6nlemlerini benimser. Bu dogrultuda; yayincinin, editorlerin, hakemlerin, yayin kurulunun ve
yazarlarin yayin 6ncesi, yayin siireci ve sonrasinda olast kétiiye kullanim durumlarina kargi yikiimliiliklerini Yayin Etigi
Ilkeleri'nde ayrintili olarak anlatir.

o Ayni ¢alismanin farkli yayin organlarina goénderildigi durumlarda, farkl dergilere gonderilen ayni galismalarin farkli
versiyonlarini kargilagtirmak, génderilen galigmaya iliskin yazar ve sorusturmacilardan derlenen agiklamalar: kargilagtirmak,
stipheli suistimal vakalarinda sorusturma igin igbirligi yapmak ve ¢aba harcamak, sorusturmacilara/yazarlara ve/veya
kurumlarina y6nelik ¢calismalarda birlikte hareket etmek gibi faydalar saglamak amacini tagir.

« Uluslararasi Islam Ekonomisi ve Finansi Arastirmalari Dergisi, bilimsel yayincilik siirecinde gizliligin 6nemini goz 6niine alarak,
yazar, alan editdrleri ve hakemlere iligkin bilgileri, sadece aragtirmaya dair giipheli bir suistimali 6nlemek ve buna cevap verme
yukimlilagini yerine getirmek amaciyla paylagir.

- Dergi editorleri siipheli durumlarda bilgi paylagimi yapmadan once ilk sorgulamalari yapmalidir. Bilgi paylagimi, sadece,
yazarin yanit vermedigi, yanitinin yetersiz oldugu veya muhtemel suistimalden birden fazla derginin etkilenecegi
distnildiginde s6z konusu olur.

- Gerekli goriildiigiinde bilgiler, yalnizca konuya iligkin bilgi sahibi olabilecegine inanilan alan editérleriyle paylagilir ve paylagilan
bilgiler yalnizca olgusal igerikle sinirli tutulur.

<Editdr, iletisim gizliligini miimkiin olan en genis dl¢iide korumay: taahhiit eder.

Telif Hakki Diizenlemesi ve Cikar Catismast ilkesi

« Uluslararasi Islam Ekonomisi ve Finansi Arastirmalari Dergisi, paydaslar1 arasindaki olasi ¢ikar ¢atismalarinin bilimsel yayin
etigine zarar verece@ini dugiiniir. Dergi, c¢ikar catigmalarini tespit etmek ve oOnlemek amaciyla tiim paydaglar igin
yukimliliklerini tanimlar.

+ Yazar, Uluslararasi Islam Ekonomisi ve Finansi Aragtirmalari Dergisine yaymn bagvurusu yaparken, Telif Hakki Devir
Formwndaki hususlar1 kabul ettigini beyan etmis olur.

Ahkademik Yaywn Biitiinliigiinii Saglamak

Editor ¢aligmalarda yer alan hata, tutarsizik ya da yanlig yonlendirme iceren yargilarin hizli bir gekilde diizeltilmesini
saglamalidir.

Yapicihik ve Tartismaya Agiklik

Editér;

« Dergide yayinlanan eserlere iligkin ikna edici elestirileri dikkate almali ve bu elestirilere yonelik yapici bir tutum sergilemelidir.

« Elestirilen ¢aligmalarin yazar(lar)ina cevap hakk: tanimalidir.

- Olumsuz sonuglar igeren ¢aligmalar1 g6z ard1 etmemeli ya da diglamamalidir.

Sikayetler

Editér; yazar, hakem veya okuyuculardan gelen sikayetleri dikkatlice inceleyerek aydinlatici ve agiklayict bir gekilde yanit
vermekle yikumludiir.

Politik ve Ticari Kaygilar

Dergi sahibi, yayinci ve diger higbir politik ve ticari unsur, editdrlerin bagimsiz karar almalarini etkilemez.

Yayn ilkeleri

1. Uluslararasi Islam Ekonomisi ve Finansi Arastirmalari Dergisi, ulusal ve uluslararasi diizeyde bilimsel nitelikleri tasiyan
calismalar1 yayimlayarak Islam ekonomisi alaninda bilgi birikimine katkida bulunmayr amaglamaktadir.

2. Uluslararasi islam Ekonomisi ve Finansi Arastirmalar Dergisi Mart, Temmuz ve Kasim aylari olmak iizere yilda ii¢ kez cift
tarafli kor hakemlik uygulamasiyla yayimlanan bir dergidir.

3. Derginin yayin dili Tiirkge ve Ingilizce'dir.

4. Dergide yayimlanacak makaleler, 6ncelikle kendi alanlarina uygun aragtirma yontemleri kullanilarak hazirlanmig 6zgiin ve
akademik galismalar olmalidir. Ayrica bilimsel alana katki niteligindeki kitap degerlendirmeleri de kabul edilir.

5. Dergimize yapilan gonderiler Ithenticate intihal tespit programu ile taranmaktadir. Intihal tespit edilen yazilar hakem siirecine
dahil edilmeden reddedilir.

6. Dergiye gonderilen ¢aligmalar bagka bir yerde yayimlanmis ya da yayimlanmak iizere génderilmis olmamalidir.

7. Gonderilen yazilar éncelikle yazim kurallarina uygunluk agisindan incelenir. Yayin ve yazim ilkelerine uyulmadigi goriilen
yazilar, icerik incelemesine tabi tutulmadan gerekli diizeltmelerin yapilmasi igin yazara iade edilir.

8. Dergiye yayimlanmak tizere gonderilen yazilar, 6n incelemesi yapildiktan sonra yayin kurulu tarafindan belirlenen konunun
uzmani hakemlere génderilir. Iki olumlu hakem raporu ile yazinin yayimlanmasina karar verilir. Iki hakemin olumsuz gériis
belirtmesi halinde ise yazi yayimlanmaz. Ayni makale i¢in olumlu ve olumsuz hakem raporlari mevcut oldugunda yazi, tigiincii bir
hakeme gonderilir.

9. Yayimlanmasina karar verilen yazilarin hakem raporlarinda “diizeltmelerden sonra yayimlanabilir” gorisit belirtilmigse yazi,
gerekli diizeltmelerin yapilmasi igin yazara iade edilir. Diizeltmelerden sonra hakem uyarilarinin dikkate alinip alinmadigi
kontrol edilerek yaz1 yeniden degerlendirilir.

10. Hakemlerin onerileri, elestiri ve diizeltmeleri yazara hakem adi gizlenerek yollanir; yazarlar hakem goriigiine uymay: kabul
etmek yukimliligindedir. Yayimlanan ¢aligmanin bilimsel ve hukuki her tiirlit sorumlulugu yazarina ya da yazarlarina aittir.

11. Bir sayida ayni yazara ait en fazla bir ¢alisma yayimlanabilir. Yayimlanan makaleler igin yazara telif iicreti 6denmez.
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Ethical Principles and Publication Policy

International Journal of Islamic Economics and Finance Studies (IJISEF) respects the Code of Ethics for protecting
the rights of its authors, the journal, and science. As part of publication processes, it involves producing, developing,
and sharing information scientifically. By using the scientific method, peer-reviewed articles strive for the greatest
degree of objectivity. It is essential that all stakeholders of the publication process, including editors, writers,
publishers, referees, and readers, adhere to ethical standards at the point of scientific production. According to the
publication ethics and open access policy of the International Journal of Islamic Economics and Finance Studies, all
components of the publication process must adhere to ethical principles within the framework of the "Higher
Education Institutions Scientific Research and Publication Ethics Directive" and the "Committee on Publication
Ethics (COPE)". Click here for detailed information.

International Journal of Islamic Economics and Finance Studies (IJISEF) respects the Code of Ethics for protecting
the rights of its authors, the journal, and science. In this stage, all parties involved in the publication process
(authors, researchers, reviewers, editors) must adhere to the ethical principles. The parties must follow the following
ethical rules within this framework:

Author’s Responsibilities:

« It has been significant that all authors contributed to the research,

« There should be no plagiarism or fraudulent data in the article; all data should be real and authentic;
- Publishing - or sending for publication - the same work in more than one journal is forbidden,

« References should be listed in the bibliography,

- It is important to follow the spelling rules when citing and bibliographing,

« A study should not have a similarity rate higher than 20%,

« It is important that academic studies do not conflict with publishing ethics,

« In the case of a mistake, all authors are obliged to retract or correct it,

- These rules are assumed to be adhered to by the authors.

IN ACCORDANCE WITH ARTICLE IV OF THE SCIENTIFIC RESEARCH AND PUBLICATION ETHICS DIRECTIVE
OF HIGHER EDUCATION INSTITUTIONS, THESE ACTIONS CAN BE TAKEN:

- Plagiarism: Presenting someone else's ideas, methods, data, or works as your own, in whole or in part, without
attribution according to scientific guidelines,

« Fraud: Using false or misleading data used in scientific research,

« Distortion: To falsify research records or data obtained, to present devices or materials that were not used in the
research as if they were, or to alter or modify the results of the research in order to suit the interests of those who
receive funds,

« Republishing: Presenting repetitive publications separately in academic appointments and promotions,

- Slicing: Publishing a research's results in more than one issue as separate publications in academic appointments
and promotions, violating the integrity of research, and publishing the research in multiple journals.

- Unfair authorship: Including people who do not have active contributions among the authors or not including those
who do, changing the order of authors in an unjustified and inappropriate manner, removing the names of
contributors who actively contributed from subsequent editions, including their names in the authors by using their
influence, even though they did not contribute actively.

Other types of ethical violations include:

« Not mentioning the individuals, institutions, or organizations that support them in publications resulting from
research done with support.

- To use thesis or studies that have not yet been presented, defended and accepted as sources without permission,

- Without the author's express permission, share information from a work assigned for review with others before it
is published,

- Misusing the scientific research resources, places, facilities, and devices provided or allocated,

« To allege unfounded and deliberate violations of ethical standards,

« To publish the results of surveys or attitude studies conducted within the scope of a scientific study without
obtaining the explicit consent of respondents, or, if the research will take place in an institution, without the
permission of the institution.

- Having failed to obtain written permissions from authorized units before conducting research or experiments,

- Conducting research or experiments in contrary to Turkey's legislation or international conventions concerning
relevant research and experiments,

- To not use the data or information obtained from other persons or institutions in scientific studies to the extent and
in the manner permitted, to not maintain confidentiality and not to protect this information,

« To make false or misleading statements in academic appointments or promotions regarding scientific research and
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Reviewers’ Responsibilities:

« Reporting the shortcomings and contributions of articles should be a priority for reviewers;

« It is important that they do not violate the confidentiality of the articles,

- It is important to make objective reviews.

- It is important for reviewers not to have any conflict of interest concerning the research, the authors, or the
funders.

Editorial Responsibilities:

- Editors are responsible for rejecting or accepting articles,

« Editors should not have conflicts of interest in the articles they reject or accept,

« Accept only articles that will contribute to the field,

- They should promote the publication of a correction or retraction when errors are found,

- They should protect the anonymity of reviewers and prevent plagiarism and fraud.

For actions contrary to scientific research and publication ethics, see: “Higher Education Institutions Scientific
Research and Publication Ethics Directive, Article 4 (Yiksekogretim Kurumlar: Bilimsel Aragtirma ve Yayin Etigi
Yonergesi, Madde 4)”. For more information, please click on the link.

Determination of the Situation Contrary to Publication Ethics

The International Journal of Islamic Economics and Finance Studies (IJISEF) uses a double-blind review process by
at least two reviewers. Furthermore, all articles are checked by a program to detect publication ethics violations.

In the event that a reader notices an error or an inaccuracy in a paper published in the International Journal of
Islamic Economics and Finance Studies (IJISEF) or has any other complaints about editorial content (plagiarism,
duplicate papers, etc.), they should contact erhanakkas@sakarya.edu.tr. Complaints provide us with an opportunity
to improve, and we aim to respond quickly and constructively.

Studies submitted to our journal include interviews, surveys, focus group work, experiments, etc. An "Ethics
Committee Approval Certificate" must be obtained from the Ethics Committee of the relevant institution before the
application can be submitted if the data are to be collected in different ways and used for scientific purposes, and the
article content or an appendix must include information regarding ethics committee approval. If the ethics
committee approval document is not received at the preliminary examination phase, the publication is returned to
the author.

Relations with the Reader

Editors should consider the knowledge, skills, and experience expectations of readers, researchers, and
practitioners. Published studies should contribute to the reader, researcher, practitioner, and scientific literature
and be original. Furthermore, the editor is required to take into account reader, researcher, and practitioner
feedback and to provide informative and explanatory responses.

Relations with Authors

Editors are responsible for the following duties towards authors:

- Editors should consider importance, originality, validity, clarity of the narrative, and the aims and objectives of the
journal before making a decision.

« Studies suitable for publication should proceed to the preliminary evaluation stage unless there is a serious
problem.

- Unless there are serious problems with the study, the editor should not ignore positive referee suggestions.

- Unless there is a serious problem, the new editor should not change the previous editor's decisions regarding the
studies.

« The authors should be notified and returned in an informative manner.

Relations with Referees

Editor's duties and responsibilities towards referees are as follows:

« Referees should be chosen according to the study's subject.

- Providing the referees with information and guides during the evaluation process.

« It has to consider whether the authors and the referees are in conflict of interest.

« It is important to keep referees' identities confidential when using blind refereeing practices.

- Ensure that a wide range of reviews is included in the referee pool, and that this pool is dynamically updated.
- A rude and unscientific evaluation should be prevented.

Editorial and Blind Review Processes
Editor; must follow the blind refereeing and evaluation process outlined in the journal's publication policies. In this
context, the editor ensures that each work is evaluated in a fair, impartial, and timely manner.
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Quality assurance

The editor is responsible for publishing all articles according to the journal's publication policies.

Principles Regarding Possible Malpractice Claims and Prevention Against Malpractice

. Editors are responsible for taking measures against potential abuse and misconduct. In order to identify and evaluate
complaints regarding this situation, the editor must carry out an objective, meticulous investigation.

« The International Journal of Islamic Economics and Finance Studies adopts COPE's guidelines for handling allegations of
misconduct. Consequently, the journal defines in details the responsibilities of the publisher, editors, reviewers, the Scientific
Board and authors before, during, and after the publication process in Publication Ethics.

- When an article is submitted to several publishers, it is possible to compare versions of a single work submitted to numerous
journals and to understand the explanations of authors and enquirers regarding the article, thereby cooperating and making an
effort when there is suspected misconduct and violation, and acting in accordance with the inquiry/author's and/or the
institution's policies.

- The International Journal of Islamic Economics and Finance Studies shares author and reviewer information only in order to
prevent suspected misconduct and fulfill the obligation to handle such cases, given the significance of confidentiality in the
scientific publication process.

« It is the responsibility of journal editors and field editors to investigate suspected cases before sharing such information with
other parties. Consequently, sharing information only becomes an issue when the author fails to respond, provides an incomplete
explanation, or the misconduct allegation affects more than one journal at the same time.

- When necessary, such information is only shared with editors considered knowledgeable about the subject, and the shared
information is restricted to factual content only.

- The editors and field editors guarantee to protect the confidentiality of communication as much as possible.

Copyright Regulation and Conflict of Interest Policy

o The International Journal of Islamic Economics and Finance Studies considers that possible conflicts of interest among its
stakeholders are detrimental to scientific publication ethics. The journal defines its obligations for all its stakeholders in order to
detect and prevent conflicts of interest.

« Authors submitting to International Journal of Islamic Economics and Finance Studies agree to the copyright release terms.
Ensuring Academic Publication Integrity

It is the editor's responsibility to ensure that the reviews containing errors, inconsistencies or misdirection in the studies are
quickly corrected.

Constructivism and Openness to Discussion

Editor;

- He/she should take into account persuasive criticisms of the works published in the journal and adopt a constructive attitude
toward them.

« Authors of criticized works should be allowed to respond.

- It is important not to ignore or exclude studies with negative results.

Complaints

Editor; The author is obliged to carefully examine the complaints from the referees or readers and respond in an enlightening and
explanatory manner.

Political and Commercial Concerns

The journal owner, publisher and no other political or commercial factors affect the editors' independent decision making.
Publication Policies

1. International Journal of Islamic Economics and Finance Studies (IJISEF) aims to contribute to the knowledge of Islamic
economics by publishing studies with scientific qualifications at national and international level.

2. International Journal of Islamic Economics and Finance Studies (IJISEF) is a journal that uses a double-blind peer-review and
publishes three times a year, march, july and november.

3. The publication language of the journal is Turkish and English.

4. The articles to be published in the journal should be original and academic works prepared using research methods suitable for
their fields. In addition, book evaluations that contribute to the scientific field are accepted.

5. Submissions sent to the journal have been scanned via a plagiarism software, Ithenticate. Then, if any plagiarism is found, the
submission is rejected without sending it to referees.

6. Articles submitted to the Journal should be unpublished elsewhere or be unsent for publication.

7. Articles are examined primarily for compliance with the writing rules. Submissions that are found not to comply with the
publication and writing principles are returned to the author for necessary corrections without reviewing the content.

8. The articles submitted to the Journal for publication will be sent to referees who are experts of the subject determined by the
Editorial Board after the preliminary examination. With two positive referee reports, to publish the article is decided. If the two
referees express negative opinion, the article will not be published. When there are positive and negative referee reports for the
same article, the article will be sent to a third referee.

9. If the expression "can be published after corrections" is chosen by referees, the article will be returned to the author for
necessary corrections. After the corrections, the article is re-evaluated to check whether referees' warnings are taken into
consideration.
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