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Towards an Islamic Financial Market: A Theoretical
Financial Speculation

Bo Allam Ben Jelaly and Yousef A. Al-Zamil
College of Economics and Administration, King Saud University,
Al-Qassim Branch, Oniza, Saudi Arabiu
{Received 7/3/1411 A .H.; Accepted for Publication 28/12/1411 A . H.)

Abstract. The study provides an analysis of the non-Islamic rules that lead to substantial role of specula-
tion in the conventional stock market. On the contrary. within the framework of an Islamic System. the
role of financial speculation is expected to be minimized. The study indicates that indigenous principles
and self-determinanis, rather than exogenous rules, vield an unparalleled financial system that grant littic
chance for financial speculation.

The study introduces. in the second section. the conventional financial capital market theories and
show their main problems. In the third scetion, the problem of financial speculation in conventional finan-
cial market is cmphasized and analyzed with respect to its negative implications, relation to efficient cap-
ital market theory. and Islamic shariah principles. In the fourth section. some particular violations of
Islamic principles, such as the role of monopoly and tulse information on price stability, arc investigated
within the context of geometric and mathematical framework. These two violations of Islamic principles
are shown in the last scction, to lead to price instability, reduction in equity of distribution of wealth and
therefore result in lower social welfarc. The introduction of an Islamic financial svstem could prevent such
problems without exogenous rules and lead to substantially more efficient and cquitable financial market.
The influence of Islamic values are presented as a welfare factor, in addition to expected profit and risk
factors, in the preference function of muslim investor to represent voluntarily adherence to Tslamic prin-
ciples of financial market,



	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

