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Lending Trend:
Islamic Financing = No
Interest Allowed

By Dana Turner

The Chicaga Associatlon of
Realtars (CAR) recently held a

- program about Islamic Financing
for its members.'The program
introduced Chicage Realtors fo
emerqlrrq :m‘urmatmn on the tupli:.

Islamic Financmg?s a pmqram

that allmﬁ uh‘survars of lsla

: hl.-i:n rrlE hume er -husmﬂs n'.-ml! £

3 thelr fajfh Eurrentty. Sﬁm u 5
banks are not l:amuliani mth
lsl;rnft law, Shar:ah. Ep_H am PTEEC

Devon Bahlt loc ataﬂm Narth =
Western Avenue, amwwﬂﬁq hul:d R
to r.ﬂam;u!'_ : _

-4 Islaml; F Inanclnq Es nn addi~ :

sewe tm&lr tl ients and r:ustumerﬁ,"

_ says Delores Shufl, mEfpfnqrams :
officer for CAR, which strives to

: lu,sep Its members abreast of new
and emerqlnq infarmation. “CARis

par_hcularh_f interested in identify-
ing and developing tools that heip
our Realtars wark with culturally
diverse communities and be
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respactiul of their cultures and their
needs.” When Shull became aware of
the program, shie sat down with 2
represeniative fram Devan Bank to
learn maora.

“We ara the only lender in tha
United States who has their docu=
mentation sparaved by tha highast

Sharigh,” says Laureen Huffman, VP

of lending &t Deven E-al'lh.. Tha

Shariah prohibits paying or recelving

interest fﬂr th:r use of maney. in

addition to campilance with Sharlah,'
 the banking practices must make
~ good business sense. '

“To accommodate those s:,pﬂr-lui

: ;_rxllquuus rHtrIﬁans wa ol‘}’e;ed £
 restructured program with special

afranqa mea nt ¥ gays Huf frman. “whﬁ :

thesue arranmmnts residmtlil anﬁlE 2
: tnrrﬂnarclal properties can be

financed a: well as business equip'

* ment and trade goods in 3 manner -

thatisconsistent with thelr falth,” -
Hutfman says. Devon Bank is

respected in the Islamic community, -
because sll documents and products
are Shairah compllant and approved

by the highest isiamic authority,
Islamic Financing is & way to allow

Islamic observers bo realize their

fome or business mr_meré hIp draams.

Devon Bank currently offers fwo
Islamic financing madels, with more in:
the works. According to David Loundy,
VP of corporate counsel for DeEvon
Bank, “There are & lot of pecple who
we deal with who have been renting
for 20 years, because thay assume
that they will never be able tobuy a
housa: They wan't be able to save up
the monsy to buy It with cash.

Loundy mntmues, “It's done: on a

~marked-up sale price, called: =

Murabaha transai:tjnn. We step in I:ﬂ

i hl.i'f the prupi!rt'.{, and ‘then turn.

v amunn‘ and sell it tn the custarner
“at a higher price over time, but with
- nointerest. Technically speaking, it
isn'ta ioan, h&causn iﬂ naver gave

aur custwnur amr muru!fv in the first

'place \lll buught a plbce of proper-

’gg_r_am!l soid It to them on an
Instaliment sale.””
The second model is calied fjara

- transaction, meaning rant-tu-dwi_'\.' :
-~ acquisition. The products are.
'dasbqned ie be the economic &quiva-

lent of a conventional mortgage, but

- the transaction treatments are differ-

ent. Foriinstance, the program allows
late payments, prepayments, default,
rezl estate taxes and Insurance,
Devan Bank buys the property, and
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then the customer buys it from the
bank 2t cost; however, the bank
=till owns the property. The cus-
tomer Is leasing the prnpei't'yf fram
the bank and, aventuaily, wili have
ownership, Loundy says, "With the
right schedules, payments and
credit, you can make it look like an
amartization table.”

“Any additional cost over those
natin the Islamic fin.u'm._'.l"nq a_ljre_r

-ment must be kept 8z low-as

passible because; gaing back in
histery. [islamicl people were
taken advantage of by paying

interest that was compounded,”
Huffman says. “When the note

~came due, there was absolutely

no way the indivldual ar the :
family cmﬂﬁ repay the :tabt .-.mﬂ :
the rate doubled.” The historical

significance of low interest rates
“makes it imperative for Reaiters

to understand the lstamlc

“Financing principles.

The Islamic Financing grogram
isone of a variety of pragrams in
an on going series offered at
CAR's four branch locations. For
mare informeation visit
www.chicagorealtor.com or
_www.j:lwunhnnk.cﬂm.
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