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ABSTRACT

Money plays important role in all kind of financial transactions
as the business establish and grow on its basis. There have been
different kinds of money in the history. The most popular and
common was barter system, commodity and metallic money. In
contemporary it has been converted to paper currency which is
further expected to convert into plastic currency. The best
example of this kind of currency can be seen in the form of
credit and debit cards. In addition to this traditional form of
currency, credit money is also introduced. Cheques, Promissory
notes, bills of exchanges, are its popular forms. The academic
work was designed to analyze the credit money in the light of
Quran and Sunnah ruling and its role in context of economy of
Pakistan. Qualitative and analytical approaches are applied for
the collection and analysis of data. The review of literature
concluded that, credit money needs to be Islamized in order to
get benefit within the Ilimits of religion. The research
recommends the discourse of credit money should forward to
the diligence institutions to Islamize the contemporary forms
and design the new products with respect to injunction of Islam.
This activity will at one hand to facilitate the people in their
financial transactions while on the other hand will highlight the
practical application of Islamic economic principles. The second
chapter discussed the discourse of credit money in the light of
Quran and Sunnah. Third chapter highlighted the institutions
working on credit money. Fourth chapter dealt with role of
credit money in the economy of Pakistan.

Also this study recommends towards the specialization in

the role of credit money in the trade and business of Pakistan.

Key words
Credit Money, Economy of Pakistan, Credit creation
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" Money is the standard by which we measured the benefit

found in the commodity and in the effort i.g. good and services.

Therefore, money is defined as being the medium by which all goods

and services are measured.Hence,the price of a commodity and the

wage of a worker for instance, each represents the society,s estimate

of the value of that commodity and the effort of that worker".”
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“’Money may be defined as the means of valuation and of payments

:as both the unit of acount and the generally accepted medium of
ss (1)

exchange’’.
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“All media of exchange and payment,who acceptance the law

requires in discharge of debts,may be

properly called money’ @
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(1) Modern Economics Theory,Dewett.Kewal Krishan, ( India Delhi,1990), 409
(2) Modern Economics Theory,Dewett.Kewal Krishan, 304
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"The word credit has been derived from a Latin word “Credo” and French
word Accreditation” meaning I trust or believe .It emplies confidence or

trust in an individual,s solvency "2
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“Credit “ means to pay later, agreement , arrangement” @

“A promise to pay in future is called credit”
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“When a person obtain loan on the security of his property and takes
the responsibilit for its payment in future is called credit™™
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(2) Money Banking and Finance, Agha Tahir ljaz, (<Azeem Academy,Lahore, 2010), 220
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“It is the purchasing power not derived from income but created by
financial institutions either as an off set to idle in ancome held by
depositors in the banks or as a net addition to the total amount of
purchasing power” @
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"Transaction between two parties in which one(the creditor or

lender) supplies money, goods, services or securities in return for a

promised future payment by the other(the debtor or borrower" @
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"An entry in an account recording a sum received".
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“The facility of being able to obtain goods or services before payment, based on

the trust that payment will be made in the future.”"”
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“An instrument in writing containing an unconditional order,signed by the

maker ,directinga certain person to pay on demand or at a fixed or determinable
future time,a certain sum of money only to,or to the order of a certain person or to

the bearer of the istrument”
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"Bond is an interest bearing government or corporate
security,obligating the bond issuer under anagreement called bond
indenture to paythe bond holder a principle amount on the date of
maturity and periodic payment are interest over the life of the
bond,bonds are long term debt instrument and are ---enables the bond
issuer to convert non liquid or less liquid assets into marketable
instruments, the market value,or the price of the bond in the markete
differesfrom the face value or helper and the bond rating generally,if
anterest rate rises bond price falland vice versa"."”
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Cheque written order directing a bank to pay money to the person named on it
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“A cheque is an instrument containing an unconditional order,signed by the
depositor ,directing his banker to pay on demand a definite sum of money to
himself or to the person named therein or the bearer of the cheque”(3)
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“Where any draft,that is, an order to pay money,drawn by one office
of a bank upon another office of the same bank for a sum of money
payable to order on demand,purports to be issued by or on behalf of

the payee,the bank is discharge by payment in due course”.?
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According to Cairncross:“Bank is a financial intermediary in loans
and debts”
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Bank is an institution who perfprms the following functions:
(a)Acceptance of deposits

(b)Advancement of loan
(c)Issues and pays cheques

(d)Transferring money from one place to another”.
_an;(Lf'l/,/E{Jj;’@uﬁcam;m_,@
st LU F U0
b S (D)
b S LA ()
Dt LS e £ AT
DR EN TR N SN NI PRS-

“A bank is an institution ,which receives deposits and advances loans”

(1) Money Banking and Finance, Riaz Ahmad Mian, 164
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“To carry on business at a large scale a buisnessmai requires a huge amount of

capital.But he may not have the required amount of capital .In this situation should be sit down
and carry on a buisness with his small fund? No, he can carry on his buisness on credit”®
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“With the expansion in business, the expansion in money system was
essential.Because, the metallic money and currency notes were not enough to need
the business requirements so such instruments were issued to meet the deficiency
of money which were not money but had the characteristics of money because of
there purchasing power”(l)
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“Thus,such instruments,which are not actual money but serve as money and
perform all its functions,are called credit instruments, cheques and bills of
exchange etc.Inother words when a business man purchases goods from another
person on credit then he gives his creditor a deed , which explains the transaction
including the amount and the date of promised payment this deed are instrument is
called credit instrument or credit money”@
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“These are such credit instrument whose rights can be transferred to any other

Person.The rights of these instruments maybe transferred by endorsement are
delivery ,e,g,promissory, cheque note,bill of exchange and bank draft etc”.
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“These are such instruments whose rights cannot be transferred to any other

person,e.g bankers letter of credit,money order and postal order”.”’
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“An unconditional order in writing,addressed by one person to another signed by the

person giving it,requiring the person to whom it is addressed to pay on demand or at a fixed or

. . - ,(3)
determinable future time a sum certain in money or to the order of a specified person ,or to bearer
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(3) Money Banking and Finance, Tahir ljaz,Agha, 246
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In other words,”Bills of exchangeis a document ,which contains the order of

creditor or seller for debtor or buyer to pay a certain sum of money to or to a
certain person”
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“A promissory note is an instrument is writing containing an unconditional
promise signed by the maker to pay a certain sum of money only to or to the bearer
of the instrument,on demand or at a fixed future time”
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“ Acheque is an instrument containing an unconditional order,signed by the

depositor,directing his banker to pay on demand a definite sum of money to the

person named therein or the bearer of the cheque”.(3)
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“A cheque is a written order by which the customer requires his
bank to repay the money which has been deposited with him or in
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(2) Money Banking and Finance, Tahir ljaz,Agha , 223
(3) Money Banking and Finance ,Raiz Ahamad Mian, 237
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other words ,a cheque is a document which is used to withdraw

money from the bank”. o
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“A bank draft is a cheque or an instrument in writing drawn by one
bank upon another bank or by one branch of a bank upon its another

branch for a certain sum of money payable on demand or to order of

payee mentioned therein”.”
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