Fatwa of the Sharia Supervisory Board (SSB) in
Bahrain Islamic Bank regarding Foreign
Exchange Currency Trading.

All praise to Allah, the Lord of the Worlds and may
the blessings of Allah and peace be upon our master
Muhammad and his family and companions.

The SSB has approved the terms of Foreign Exchange
trading in currencies since the bank’s inception. The
bank uses Foreign Exchange currencies for trade and
exchange purposes only, and does not trade in Gold
and Silver. Moreover, it does not trade in derivatives
such as Futures and Options which is explained as
follows:

First: Foreign Exchange trading:

Foreign Exchange trading is when the bank trades

currencies with other banks through current account.

These trades are non-binding bilateral FX agreements

with an objective to gain profits from price

differentials.

The following Sharia guidelines must be followed

when trading currencies:

1. The exchange of currencies is to be done at spot,
by physical or constructive possession, before both
parties depart the trading session. Minor delay in
possession is permissible due to the nature of FX
trading.

2. It is not permissible to trade in futures or forward
markets.

3. Signing Master trading agreements, and the
exchange of Offer and Acceptance documents.

Second: Foreign Currency Exchange and Waad -
Swaps

The Sharia Supervisory Board has approved the Sharia
guidelines for the exchange of currencies through
which the bank enters into a transaction with another
bank/party, for liquidity reasons, to receive a needed
currency and to hedge against a currency needed in the
future, in case it needs a specific currency in the future,
whereby the other bank/party gives the bank another
available currency. This is a Shariah complaint
alternative structure.

Alongside this transaction, the bank enters into a
hedging agreement through an obligatory promise
from one party and a non-obligatory promise from the
other party/bank by investing in the purchase of
currencies whereby the second party/bank is obliged
to re-exchange the currency transferred earlier at the
agreed price in the contract. Moreover, if the market
price of the currency is higher than the agreed price,
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then the promise/Waad will be executed and both
parties will enter into the investment agreement, but if
the market price of the currency has not changed, then
both parties will refrain from entering into the
agreement.

Third: Currency exchange and transfers

They are the transactions that are done by the bank
when a client requests a Foreign
currency remittance with a local currency.

The bank avails this service by charging a specific fee
for the FX exchange and transfer through the
following guidelines:

1. The exchange of currencies to be done at spot,
physical or constructive possession, before both
parties depart the trading session. Minor delay in
possession is permissible due to the nature of FX
trading.

2. The bank is entitled to this fee according to the
terms and fee structure.

May the blessings of Allah and peace be upon our
master Muhammad and his family and companions.
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