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3.4 Murabaha, Mudaraba and Musharaka contracts

Murabaha is an Arabic noun that means gaining profit. It is a product that 
involves the selling of a commodity for the purchase price and an agreed upon 
profit margin. This margin can be a percentage of the purchase price or a lump 
sum (Khoja, 1995). Murabaha is primarily divided into ordinary Murabaha 
and Murabaha sales connected with a promise (Khoja, 1995). Some scholars 
specify certain steps that that should be followed for a transaction to be 
eligible. First, the purchaser determines his need. Then, the purchaser signs on 
a promise to purchase agreement. After that, the bank notifies the purchaser of 
its approval of purchasing the commodity. The bank may pay the price 
immediately or as per the agreement. Finally, the commodity is delivered to 
the purchaser, and the Murabaha sale contract is signed.
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