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INTRODUCTION

Islam has a unique dispensation on the concept 
of wealth, its ownership and distribution. 
Wealth is not regarded as an end per se, 
but a means to an end: the end being the 

paradise in the hereafter. Essentially, material 
possessions are considered the primary form of 
wealth, perceived to be generated, accumulated 
>�`É�À� ��ÛiÃÌi`� LÞ� Ì�i� ��i� Ü��� >VµÕ�Ài`� �Ì°�
Inclusively, wisdom, knowledge, salvation and 
iÛi�� V��Ìi�Ì�i�Ì� V>�� >��� Li� V>Ìi}�À�âi`� >Ã�
wealth. From the Islamic perspective, Allah (to 
Him be Praise) is the true owner of all wealth and 
�i�i�ÌÀÕÃÌÃ� �Ì� Ì���>�� v�À�Li�iwV�>��ÕÃi� +ÕÀ>��
20:6). Therefore, a Muslim is required to earn and 
invest wealth in Islamically permissible methods 
in the real sector of the economy. Investing 
accumulated wealth is indeed compulsory to 
facilitate further growth because hoarding of 
wealth is prohibited. He is also required to spend 
v�À� Ì�i� Li�iwÌ� �v� Ì�i� Ã�V�iÌÞ� >Ã� >� Ü���i]� >Ã� >�

means to earn Allah’s pleasure and attain success 
(falaah) in the hereafter as well. 

Islam frowns upon the excessive accumulation 
of wealth that arises from its coveting, realised 
from greed and often earned from unjust means. 
To avoid the avarice and inequitable distribution 
of wealth, Islam has created the institution of 
V�>À�ÌÞ��À�â>�>Ì°�/��Ã�Ài`ÕViÃ�Ì�i�V��Vi�ÌÀ>Ì����
of wealth in the hands of a few (a hallmark of the 
capitalist system). Zakat provides for the needy 
and fosters a more just and harmonious society. 
<>�>Ì�q�>�`� ÌÀ>`�Ì���>��Ã�V�>��Üi�v>Ài�ÃÞÃÌi�Ã�q�
have achieved success in poverty alleviation but 
are susceptible to self-seeking parties that abuse 
the system.

From the Islamic perspective, wealth is a means 
Ì����Û��}�>�Ü���iÃ��i]�«À�`ÕVÌ�Ûi�>�`�Li�iwV�>��
existence. Various members of society have 
rights to wealth arising from lawful earnings, 
v>���Þ� �ii`Ã]� ���iÀ�Ì>�Vi]� Ã�V�iÌ>��Li�iwÌÃ� >�`�
welfare. The Prophet (PBUH) declared that the 
guidelines for managing wealth from the Islamic 
perspective is explicitly explained in the Quran 
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The main objective of this sadaqh 
w�>�V�>��«À�`ÕVÌ��Ã�Ì��w�>�Vi�
these categories of people rather 
than forcing them to borrow with 
interest when they are in crucial 
needs of the capital.

��� iÝÌÀ>Û>}>�Vi� +ÕÀ>�� Ç\Î£®Æ� Ƃ�� />LâiiÀ� �À�
spending on prohibited items (Quran 17:27); 
�>�âÕ���>>���À���>À`��}��v�Üi>�Ì�� v�À� Ì�i� ��Ûi�
of it. 

����>��ÃÌÀi>��iV�����VÃ]�Üi>�Ì�� �Ã�`iw�i`�LÞ�
quantitative measurements of one’s material 
possessions. In the parlance of modern 
iV�����VÃ]� Üi>�Ì�� �Ã� `iw�i`� >Ã� Ì�i� �Ü�iÀÃ½�
potential capital that is employed to create more 
wealth. Wealth is “...the value of assets owned 
minus the value of liabilities owed at a point 
��� Ì��i°� 7i>�Ì�� V>�� Li� V>Ìi}�À�âi`� ��Ì�� Ì�Àii�
principal categories: personal property, including 
homes or automobiles; monetary savings, such as 
the accumulation of past income; and the capital 
wealth of income producing assets, including 
real estate, stocks, bonds, and businesses.5” 

/��Ã�`iw��Ì���� v�À�Ã�Ì�i� v�Õ�`>Ì�����v���`iÀ��
wealth management currently practiced in 
Ì�i� V���iÀVi� >�`� ��`ÕÃÌÀÞ°� /��Ã� `iw��Ì����
V��«À�ÃiÃ�«iÀÃ��>�]��À}>��â>Ì���>��>�`��>Ì���>��
wealth and considers net wealth after liabilities 
as a proper measure of net worth. Wealth is 
therefore net assets with potential to generate 
income for the holders. Income, which is merely 

and the Sunnah. It should also be known that 
not every kind of wealth can be privately owned. 
The three public goods declared by the Prophet 
*	1�®�>Ài�Ü>ÌiÀ]��iÀL>}i�}À>â��}��>�`]�v�ÀiÃÌ]�
���iÃ®�>�`�wÀi�Li���}�Ì��Ì�i�V���Õ��ÌÞ�°�

This article analyses the concept of wealth from 
conventional practice to the Shariah perspective. 
Necessarily, it provides some comparative 
deliberation on Islamic Wealth Management 
(IWM) and its modern conventional practices. 
The process of IWM is also discussed, compared 
to conventional practices. 

CONCEPT OF WEALTH – MODERN 
VERSUS SHARIAH PERSPECTIVE
From the Islamic perspective, all resources or 
wealth belong to their Creator (swt) who has 
provided these resources to mankind (Quran 
45:13) with the expectation that they would 
be held in trust (Quran 33:72). Humanity is 
accountable for the manner in which wealth 
is created, amassed and distributed. This is a 
fundamental tenet of Islam and Islamic Wealth 
Management . The Islamic perspective of wealth 
is based on 1,400 years of consensus of scholars 
of Islamic jurisprudence (Ijma), established from 
the authentic sources of Shariah: the Quran and 
the Sunnah (the sayings and practice of the 
Prophet Muhammad (PBUH).

Wealth in Islam comprises both tangible and 
intangible assets, similar to modern meaning 
of wealth (Jusoh & Muhammad, 2005). The 
Ã�}��wV>�Ì� `�vviÀi�Vi� ��ÜiÛiÀ]� �Ã� Ì�>Ì� Ì>�}�L�i�
(money, real estate, commodities, etc.) and 
intangible assets (intellectual capital, copyrights, 
«>Ìi�ÌÃ]�w�>�V�>��À�}�ÌÃ]�iÌV°®��>Ûi�Ã«iV�wV�ÀÕ�iÃ�
in Islamic jurisprudence that limit uncontrolled 
trade of these assets. For example, same 
currencies and commodities can only be 
exchanged at par and at spot, whilst differing 
currencies and commodities can be traded at 
agreed prices but at spot. 

The concept of ‘spiritual’ wealth is also relevant 
here. Most world religions including Islam move 
beyond the nominal perception of wealth and 
believe that the ethical management of wealth 
leads to contentment of the heart and success 
in the afterlife. In Islam, the spiritual precept is 
V��Ã�`iÀi`� ��� Ì�i�V��ÌiÝÌ��v� ¼âÕ�`½��À�i�ÃÕÀ��}�
that love of wealth has not entered the heart 
Ã��«�Þ\� }Àii`®°� �iÀi]� Ã«iV�wV� «À���L�Ì���Ã�
�ÕÃÌ�Li�>Û��`i`�Ì��iÃÌ>L��Ã��¼âÕ�`½��À��>��Ì>���
spirituality of wealth in Islam: Al Bukhl or 
miserliness; Al Israf or wasteful expenditure 

IF H
U

B
 5th Edition 2

017

8



the periodic addition to wealth is the result of the 
ivwV�i�VÞ��À��>À}��>��V��ÌÀ�LÕÌ�����v�V>«�Ì>��>�`�
the synergic combination of labor-entrepreneur. 
�v�Ì�i�«À�`ÕVÌ����ÌiV���µÕiÃ�q�Û�>�Ƃ`>��-��Ì�½Ã�
Ã«iV�>��Ã>Ì����«À��V�«�i�q��Ã�>««��i`�Ì��«À�`ÕVÌ����
activities, the synergic combination of capital 

After a few centuries of 

>�Û���ÃÌ���yÕi�Vi]�Üi>�Ì��
maximisation has become 
entrenched within the capitalist 
ÃÞÃÌi�]�`iÛ�>Ì��}�Ã�}��wV>�Ì�Þ�
from the long-standing idea 
that wealth is not an end in 
�ÌÃi�v�LÕÌ�>��i>�Ã�Ì��vÕ�w���Ì�i�
needs of wealth holders and 
the community at large. 

>�`� �>L�À�>``Ã� vÕÀÌ�iÀ�ivwV�i�VÞ� Ì��«À�`ÕVÌ����
and further factor productivity. 

This mainstream concept of wealth is based on 
the widely-held (and currently being revived) 
Christian concept of wealth. Contemporary 
Christian interpretation is slowly moving away 
from the centuries-old Calvinist5 idea that wealth 
is a sign of God’s gift to the wealth holder. 

This was later interpreted in the ensuing centuries 
as the idea of personal wealth maximisation. The 
concept now forms the foundation of modern 
wealth management practices with a very thin-
line between moral and ethical restrictions on 
how wealth is created, managed and distributed 
(except as dictated by the secular laws relating 
to acts of fraud, criminal breach, trust as 
stipulated in these laws). After a few centuries 
�v� 
>�Û���ÃÌ� ��yÕi�Vi]� Üi>�Ì���>Ý���â>Ì���� �>Ã�
become entrenched within the capitalist system, 
`iÛ�>Ì��}� Ã�}��wV>�Ì�Þ� vÀ��� Ì�i� ���}�ÃÌ>�`��}�
idea that wealth is not an end in itself but a 
�i>�Ã�Ì��vÕ�w���Ì�i��ii`Ã��v�Üi>�Ì�����`iÀÃ�>�`�
the community at large. 

ISLAMIC WEALTH MANAGEMENT 
(IWM) RESTRICTIONS
The total assets of IWM is no more than a fraction 
(approximately 2%) of the world’s conventional 
assets. But the steady growth of this unique IWM 
system has made it on the global stage, practiced 
in more than 76 countries and adopted by secular 
governments in sovereign fund-raising7.

Unlike mainstream wealth management practices, 
IWM is bound by restrictions to ensure it serves 
�ÌÃ��L�iVÌ�ÛiÃ°�/�i�wÀÃÌ�ÀiÃÌÀ�VÌ�����Ã�Ì�>Ì����Üi>�Ì��
increase is permissible if the wealth is created 
Ì�À�Õ}�� �Ã�>��V>��Þ� ���i}�Ì��>Ìi�«À�`ÕVÌ����>�`É
or investment activities. That is, it is only lawful 
to earn returns on permissible and risk-sharing 
based investments. From a Shariah perspective, 
impermissible earnings refer primarily to interest 
income and proceeds from other impermissible 
sources of income such as the sale of pork or 
alcoholic beverages (Elgari,2000). Although 
Shariah scholars provide a tolerance level for 
incidental gains from impermissible activities 

�iÃÃ�Ì�>��x¯®]�Ì�i�«ÕÀ�wV>Ì�����v�Ì>��Ìi`��À�
impure income must be conducted. This 
involves removal of the tainted income 
and its distribution to charity. Islamic 

w�>�V�>�� ��ÃÌ�ÌÕÌ���Ã� «À>VÌ�Vi�
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different approaches towards cleansing. While 
some banks create their own charity account for 
i>V���Ã�>��V�vÕ�`]�ÃÕV��>Ã�Ƃ���iiâ>��L>���>�`�
HSBC Amanah, others donate the calculated 
non-permitted incomes to different charitable 
institutions as decided from time to time at the 
discretion of the Shariah boards.

This restriction on permissible income has been 
widely accepted in more than 76 countries that 
have started some form of Islamic banking 
«À>VÌ�ViÃ� Ã��Vi� Ì�i� £�ÈäÃ°� /�i� i>À���}� ÀiÌÕÀ�Ã�
from permissible production and investment 
are expected to improve the well-being of 
V���Õ��Ì�iÃ� >�`� w�>�V�>�� ÃÌ>L���ÌÞ� V��«>Ài`�
to the one-sided no-risk-shared investments 
under the current modern wealth management 
practices. 

The second restriction is on expenditure: the 
owner may not spend his wealth frivolously 
(Quran 17: 26-27) as he will be questioned on 
its use8 . He is however encouraged to spend on 
himself, his family and those in need. Beyond 
routine consumption and spending on others, 
�i�>�Ã���>Ã�>���L��}>Ì�����v�>��Ã�}�Û��}��À�â>�>Ì�
to alleviate the suffering of his fellow beings, 
starting with the next of kin, then the orphans, 
those dispossessed of wealth, the poor and 
Ì�i� Ü>Þv>ÀiÀ]� ��� Ì�>Ì� �À`iÀ� +ÕÀ>�� �\Èä®°� <>�>Ì�
is paid at 2.5775% (solar year) of the annually 
assessed wealth. Therefore, wealth that has not 
been invested or left idle, will diminish over time, 
encouraging the owner to enter it into productive 
options. 

Unlike mainstream wealth management prac-
tices, IWM is bound by restrictions to ensure it 
serves its objectives.

The Islamic objective is economic justice through 
equitable distribution of wealth. This by no means 
restricts private ownership and entrepreneurship. 
In fact, the objective is for a wider circulation 
of wealth as the Qur’an explicitly prohibits the 
concentration of wealth among the rich few 
+ÕÀ>�� x�\� Ç®°� ,>Ì�iÀ]� �Ì� i�V�ÕÀ>}iÃ� Ã�V�>��Þ�
Li�iwV�>�� iV�����V� >VÌ�Û�ÌÞ� +ÕÀ>�]� ÈÓ\£ä� >�`�
73:20). The insights of these verses also imply 
that the poor have a rightful share in the wealth 
of the rich, which mandates annual reduction of 
the wealth by mandatory charity (Zakat of 2.5%), 
further necessitating the productivity of wealth. 

/��Ã� µÕ>��wiÀ� �Ã� ��«�ÀÌ>�Ì\� Ì�i� 
>�Û���ÃÌ� �`i>�
under a secular concept of wealth enables 
wealth maximisation but with no requirement to 
spend other than on one’s needs and wants. For 
example, with the advent of modern capitalist 
�`i>Ã� ��� Ì�i� £��äÃ]� ��`�Û�`Õ>�Ã� �>Ûi� �ÕÃÌ�wi`�
accumulation of huge wealth in households 
so much so that the inequality of wealth has 
dramatically increased to a level of the top 1 
«iÀ� Vi�Ì� �v� Ì�i� ��ÕÃi���`Ã� �Ü���}� {�¯� �v� >���
Ì�i�Üi>�Ì��V��«>Ài`�Ì��£�xä�Ü�i��Ì�«�£ä¯��v�
households owned half the global wealth. The 
wider concentration of wealth in the current 
period has largely resulted from the revisionist 
thinking that capital is an important component 
for development, so capital is increasingly 
becoming untaxed in the hands of wealth 
holders.� 

Islamic wealth management requires periodic 
distribution of accumulated wealth to the needy 
in the society, diminishing the inequality gap. 
This is what is meant by wealth which should be 
used to further good deeds here and in hereafter. 

	iÃ�`iÃ� Ì�i� �>�`>Ì�ÀÞ� >��Ã� â>�>Ì®]� �Ã�>��
encourages its followers with wealth 
entrusted to them to establish voluntary 
endowment in the form of a charitable 
trust (waqf) (Hoexter, Eisenstadt, & 
�iÛÌâ���]� ÓääÓ®°� /��Ã� �Ã� �i>�Ì� Ì�� «À�Û�`i�
v�À� Li�iwV�>À�iÃ� v>���Þ� >�`� V���Õ��Ì�iÃ®�
during and after the wealth-holder dies 
�>Õ`Õ`�]�£�Èä®°���ÃÌ�À�V>��Ã�ÕÀViÃ�ÃÕ}}iÃÌ�
that the government public service in 

modern times was largely provided 
by the venerable institutions of these 
awqaf, which catered to the basic 
needs of the community in Islamic 
V�Õ�ÌÀ�iÃ�Liv�Ài�£�ää�Ƃ�°�
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SOCIAL JUSTICE UNDER IWM
IWM is based on the practice that, whilst there 
is no objection to wealth creation in permissible 
ways, wealth should not be used to exploit those 
without wealth via one-sided contracts. 

Conventionally, wealth has been generated by 
undertaking no-risk-sharing ventures to which 
wealth of an individual or an entity is made 
available to produce goods useful to society. 
Modern banking accepts deposits, ‘increases’ 
its value using the money multiplier and lends 
Ì��Ã� ��y>Ìi`� ¼Û�ÀÌÕ>�� ���iÞ½� Ì�� i�ÌÀi«Ài�iÕÀÃ�
in need of funds. They engage in one-sided 
contracts requiring an interest (or Riba in Arabic 
which means an increase over the amount 
lent) irrespective of whether the entrepreneur 
>V��iÛiÃ�«À�wÌ��À���ÃÃ�vÀ���Ì�i�vÕ�`Ã°�/��Ã�L>���
lending generates passive interest income to 
capital owners, increasing the concentration of 
wealth among a few. 

This aspect of interest-based lending without 
considering the borrower’s situation is social 
injustice. Entrepreneurs with ideas may have to 
forego their earnings or even lose the enterprise 
if the venture loses money. Foreclosure laws 
enable banks to liquidate the venture without 
considering loss of skill to the society or the loss of 
wealth of the entrepreneur, protecting the lender 
>�`� �ÌÃ� ¼Û�ÀÌÕ>�½����iÞ°�/�ÕÃ]� w�>�V��}� Ì�À�Õ}��
risk-sharing methods enables a balanced contract 
Ì�>Ì� �Ã� ��Ài� iµÕ�Ì>L�i� >�`� ��Ài� «À�wÌ>L�i�
v�À� L�Ì�� Ì�i� vÕ�`iÀ� >�`� w�>�V��}� V��i�Ì°� ,�Ã��
sharing methodology involves the use of venture 
capital techniques and partnerships that fund 

an enterprise on the same basis as secular laws 
Ài�>Ì��}� Ì�� Ã�>Ài���`iÀ� V�>��Ã� Ì��«À�wÌÃ� Õ��iÃÃ�
Ì�i�wÀ���Ã����Û��Õ�Ì>ÀÞ�V��ÃÕÀi]�Ü�i��V>«�Ì>��Ü����
be returned to fund owners). 

To serve social justice, wealth is not considered 
legitimately earned unless the risk-and-rewards 
>Ài�L�Ì��Ã�>Ài`� ���>�w�>�V�>��V��ÌÀ>VÌ\� Ã����i�
sided no-risk-sharing contracts are not permitted 
under IWM. IWM allows a socially permissible use 
of wealth to fund a permitted economic activity 
based on a balanced contract that provides (i) 
Ì�i�vÕ�`�«À�Û�`iÀ�Ü�Ì����V��i��À�«À�wÌ®���VÀi>Ãi�
to the amount funded) only in the years when 
>� «À�wÌ� �Ã� �>`i� >�`� Ã�>Ài`� ��� >� «Ài�>}Àii`�
basis proportional to the risk of the venture; (ii) it 
«À�Û�`iÃ�v�À�`iviÀ�i�Ì��v�`�Û�`i�`Ã��v����«À�wÌ�
is made due to no fault of the entrepreneur; 
and (iii) the loss of a failed venture may mean 
loss of wealth of the funder and loss of efforts 
on part of the entrepreneur. This is an important 
ethical foundation of IWM. Unfortunately, this 
introduces a free-rider problem that could be 
mitigated through effective supervision and joint 
participation in decisions relating to the funded 
venture. 

THE BASIC STRUCTURE OF ISLAMIC 
WEALTH MANAGEMENT
Wealth Management is a process of inter-linked 
>VÌ�Û�Ì�iÃ�Ì��>V��iÛi�>�ÃiÌ��v�w�>�V�>���L�iVÌ�ÛiÃ°�
On a similar note, IWM is no exception: it involves 
wealth generation, accumulation, preservation, 
«ÕÀ�wV>Ì����>�`�`�ÃÌÀ�LÕÌ���°�Ƃ���Ì�iÃi�«À�ViÃÃiÃ�
are interdependent and unlike conventional 
wealth management, these are carefully guided 
by the requirements of the Shariah. Wealth, 
once created, is invested to increase the wealth 
through pro-society productive investments via 
w�>�V�>�� ��ÃÌ�ÌÕÌ���Ã� ÃÕV�� >Ã� L>��Ã]� ��ÃÕÀ>�Vi�
companies, mutual funds, hedge funds, and 
ÃÌ�V�ÉL��`��>À�iÌÃ°� /��Ã� «À�ViÃÃ� Ã�>ÀiÃ��>�Þ�
aspects in common with conventional investment 
management. The differences for IWM come 
vÀ���ÀiÃÌÀ�VÌ���Ã�q��À�V��«Õ�Ã�ÀÞ�iÌ��V>��w�ÌiÀÃ���
applied to all aspects of the wealth management 
«À�ViÃÃ°� -ÕV�� ÀiÃÌÀ�VÌ���Ã� �À� w�ÌiÀÃ� Li}��� vÀ���
the creation of wealth to the accumulation 
stage and extends to the distribution of wealth. 
��ÃÌÀ�LÕÌ�����v�Üi>�Ì��>Ã�Üi��]�Ã��Õ�`�Li�iwÌ� �®�
next of kin in need; (ii) the indigent; and (iii) the 
wayfarers, before considering contributions as 
endowments (waqf) that ensure future streams of 
income for society. 


Ài>Ì���� �v� Üi>�Ì�� �Ã� `iw�i`� ��Ài� LÀ�>`�Þ�
Ì�>�� ��� V��Ûi�Ì���>�� «À>VÌ�Vi°� Ƃ� ÃiÌ� �v� w�ÌiÀÃ�

Islamic wealth management 
requires periodic distribution 
of accumulated wealth to 
the needy in the society, 
diminishing the inequality gap. 
This is what is meant by wealth 
which should be used to 
further good deeds here and 
in hereafter. 
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>Ài� >««��i`� Ì�� w�>�V�>�� ÌÀ>�Ã>VÌ���Ã� Ì�>Ì�
ensure permissibility and productive activities 
to promote society’s wellbeing. Such binding 
iÌ��V>�� ÀiÃÌÀ�VÌ���Ã� w�ÌiÀÃ®]�Ü��V�� V�Õ�`����Þ�Li�
exempted under juristic necessity10 , are absent 
in modern wealth management practices based 
on secular laws, despite the fact that secular laws 
also have societal objectives.11 

The principle of permissible wealth creation places 
society’s welfare on par with personal welfare. 
This somewhat limits the unfettered pursuit of 
personal wealth creation and also the pursuit 
in the management of wealth practices that are 
inimical in the long term to the sustainability of a 
society and the planet (commonly referred to as 
socially responsible investments or SRIs). This is 
>����Ì��Ì�i�¼«i�«�i�>�`�«�>�iÌ�wÀÃÌ�Liv�Ài�«À�wÌÃ½�
movement adopted by investment funds in the 
last 20 years that has garnered more US$23 
trillion in investment funds as of 2016 (Global 
Sustainable Investment Review, 2016). 

The harmful aspects of the wealth process are 
eliminated or diminished through binding 
constraints, accepted by those subscribing 
to the Islamic belief system. Thus, the idea 
of permissible creation of wealth (this brings 
in ethical considerations beyond man-made 
laws as binding) and permissible investments 
and permissible use of wealth is practiced 
Ì�� Li�iwÌ� Ì�i� V���Õ��ÌÞ� >Ì� �>À}i°� /�iÃi�
V��ÃÌÀ>��ÌÃ� >Ài� Ü�`i�Þ� «ÕL��V�âi`� >�`� >Ài� Üi���
known today. Wealth cannot be earned from 
activities that are not permitted (weapons of 
mass destruction; production of intoxicants for 
personal consumption; production of unhealthy 
v��`� `iw�i`� >Ã� «�À�Æ� `i}À>`��}� i�Û�À���i�ÌÆ�
etc.). Wealth creation has to be from permissible 
activities that places the welfare of the community 
wÀÃÌ�>Ã�>�ÀiµÕ�Ài�i�Ì�v�À�Üi>�Ì����ÛiÃÌ�i�ÌÃ°�/�i�
objective is to avoid anti-societal activities to 
capital sources. Once such wealth is created in 
Ì��Ã�w�ÌiÀi`��>��iÀ]�Ì�i��Ì�i�Üi>�Ì���Ã�«iÀ��ÌÌi`�
to be cumulated through permissible yields of 
investments forming additions to wealth over 
time12. Wealth therefore, has two components:

The second part of wealth is from the requirement 
to invest it to generate more. Islam discourages 
idle wealth for the obvious reasons of economic 
stagnation, subjecting it to a 2.5% charitable 
contribution. In a broader sense, the increase in 
wealth must exceed 2.5% to contribute to net 
Li�iwÌÃ��À�i�Ãi]��Ì�Ü�Õ�`�`�����Ã��V��«�iÌi�Þ����
40 years, without even considering time value 
discounting. 

Next is the objective of wealth accumulation. 
The Islamic belief is that wealth is apportioned 
according to God’s own discretion, such that no 
person can envy wealth holders nor should the 
Üi>�Ì�����`iÀ�ÌÀi>Ì�Ì�i�Üi>�Ì��>Ã���Ã��Ü�°�-«iV�wV�
commands exist to consider that a portion of the 
wealth rightfully is due to the poor. 

While wealth accumulation is encouraged, the 
«ÕÀ«�Ãi� �v� Ì�i� >VVÕ�Õ�>Ì���� �Ã� wÀÃÌ� Ì�� vÕ�w���
one’s personal (the betrothed and the family) 
needs and wants, then the needs of the broader 
community. The holder is expected to enjoy 
his wealth, adorn good clothing, and acquire 
conveniences, etc., without being miserly (nor 
be a spendthrift) while at the same time treat the 
wealth as a trust to improve the lives of others 
(Quran 7: 31). 

Where does a wealth holder invest wealth? 
There are a variety of permissible instruments: 
equity market instruments (musharaka) approved 
as shariah compliant; sukuk securities as debt 
�>À�iÌ� ��ÃÌÀÕ�i�ÌÃÆ� �Õ`>À>L>� «À�wÌ�Ã�>Ài`®�
banking products offered to public and to 
businesses; money market instruments that 
are beginning to be offered in recent years; 
insurance, that is, takaful and re-takaful as 
mutual insurance; and real estate. Shariah 
compliance is achieved by applying guidelines 
(for example, Bank Negara Malaysia Shariah 
resolutions, AAOIFI Shariah Standards) on 
�`i�Ì�wV>Ì���� �v� «À���L�Ì�Ûi� i�i�i�ÌÃ� Ü�Ì����
w�>�V�>��ÌÀ>�Ã>VÌ���Ã°�-�}��wV>�Ì�>`Û>�ViÃ��>Ûi�
been made in the development of sophisticated 
Islamic investment products within several global 
niche markets. For example, approximately 40% 
(80% in Malaysia) of all exchange-listed stocks 
���ÃiÛiÀ>��V�Õ�ÌÀ�iÃ�q� Ì�iÀi�>Ài�Ó{�ÃÕV�� ��`�ViÃ�
- are considered permissible investments as 
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they apply forms of risk-sharing contracts (often 
referred to as balanced contracts). Therefore, an 
estimated US$70 trillion of stocks are potentially 
available for shariah-compliant investment. Add 
to this the new debt market called sukuk traded 
in 17 countries. The total traded and non-traded 
sukuk is estimated to be about US$1.2 trillion, 
introducing an additional investment vehicle for 
Islamic investors with low-risk return. The total 
investments in Islamic mutual funds is estimated 
to be about US$240 billion in about 700 Islamic 
mutual funds whereas the total premium in 
takaful insurance is estimated to be about 
US$65 billion. Mudaraba or investment accounts 
are available at Islamic banks globally for less 
savvy investors (There is no estimate of the total 
amount invested in this form). 

Wealth protection and wealth cleansing should 
be considered together. If wealth is appropriately 
earned from permitted economic activities and 
then accumulated, there is no need for cleansing. 
/��Õ}�� Ì�i� �`i>�� �v� ÃÕV�� ��}��y�ÕÌ��}� Üi>�Ì��

creation in the right way, it might not always be 
possible in a community where conventional 
practices are in place. For example, people living 
under a secular system may not have freedom to 
avoid interest earned on pension fund schemes, 
compulsory interest on deposits, etc. In that 
event, any impermissible gains are expected 
to be distributed to the needy as a method of 
«ÕÀ�wV>Ì���� �À� V�i>�Ã��}°� ��� Ì��Ã� �>��iÀ]� Ì�i�
Üi>�Ì�����`iÀ��Ã��>`i�V��ÃV��ÕÃ��v���ÃÉ�iÀ�`ÕÌÞ�
Ì�� Li� V>ÀivÕ�� >L�ÕÌ� ��Ü� �iÉÃ�i� }i�iÀ>ÌiÃ� �À�
preserves the wealth. 

The process of cleansing applies in corporate 
w�>�Vi� >�`� ��ÛiÃÌ�i�Ì� >Ã� Üi��°� /�i� LÕÃ��iÃÃ�
environment and the contemporary state of 
economic affairs, even within countries with 
predominant Muslim population, are not free 
from questionable sources of income. These 
may arise from borrowing and lending by way of 
receiving and giving interest. In other words, it is 
not always possible for a corporation to survive 
without access to basic conventional banking 
services as well as money markets. Therefore, 
having wealth which is tainted or impure income 
constitutes a real dilemma. Here again, the 
cleansing applies. This is not a new subject for the 
Shariah. The relevant verse in chapter al-Baqarah 
clearly indicates that the income originated from 
usury or other impermissible activities must be 
«ÕÀ�wi`°�

“And if you repent, then you shall have your 
principal [without interest]. Wrong not, and you 
Ã�>�����Ì�Li�ÜÀ��}i`°»�Ó\�ÓÇ�®°

The Sunnah also addresses the issue on 
cleansing, and draws attention to the rejection of 
impermissible income: Abu Huraira narrated that 
the Prophet (PBUH) said: “Allah the Almighty is 
Good and accepts only that which is good.” 

The latter part of IWM deals with the distribution 
of wealth. The mandatory charitable deduction 
(Zakat) is considered a means of spiritual 
cleansing of the wealth one has acquired in 
excess of a minimum threshold referred to as the 
nisab. The wealth-holder makes a purposeful but 
mandatory contribution of part of the wealth to 
take care of the indigent members of the society 
each year. The operators of the institutions 
collecting this money have guidelines developed 
over the centuries on the rightful use of such 
money: there are eight classes of recipients of 
this donated wealth as clearly indicated in the 
+ÕÀ>���\Èä®°

Zakat is thus a form of wealth tax that should be 
��V�Õ`i`����Ì�i�w�>�V�>��«�>���v�Ì��Ãi�ÀiµÕ�À��}�

Unlike mainstream wealth management 
practices, IWM is bound by restrictions to 

ensure it serves its objectives.

While wealth accumulation 
is encouraged, the purpose 
�v�Ì�i�>VVÕ�Õ�>Ì�����Ã�wÀÃÌ�
Ì��vÕ�w�����i½Ã�«iÀÃ��>��Ì�i�
betrothed and the family) 
needs and wants, then 
the needs of the broader 
community.
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IWM. Zakat excludes voluntary charity that may 
be provided to those that fall out of the eight 
V>Ìi}�À�iÃ� `iw�i`� ��� Ì�i�+ÕÀ>�°� ��À� iÝ>�«�i]�
the voluntary contributions made during the 
month of fasting is given to institutions set up 
for the purpose of alleviating suffering: the 
soup kitchens; the hospitals; the orphanages; 
educational institutions; etc. The second form 
of distribution is the voluntary act of a wealth 
holder to bequeath income-earning assets to 
institutions with public purpose to serve the 
welfare of the community to take care of the 
needy. This is an endowment, waqf or bequest a 
Üi>�Ì�����`iÀ��>�iÃ��v�Ã�iÉ�i�Ü�Ã�iÃ�Ì��`�Ã«�Ãi�
part or all of the assets to provide income for 
charitable purposes long after the demise wealth 
holder: this is doing good for the eternal soul 
even after death ends a life lived. 

The inheritance law is part of the distribution 
process. The premise of this law is that wealth 
originally belongs to God and man is only 
entrusted to have it while he is alive. When he 
dies, the wealth goes back to its original owner 
i.e. God and it is up to God to wish how it is 
distributed through inheritance.

In brief, Islamic Wealth management is broadly 
similar to the modern wealth management 
«À>VÌ�ViÃ�iÝVi«Ì� v�À� Ì�i�w�ÌiÀÃ�>Ì�i>V��ÃÌ>}i� Ì��
ensure that the Shariah requirements are met. If 
there are issues of non-compliance, the Shariah 
provides guidance to address these issues. 

CONCLUSION 
��� Ì�i� wÀÃÌ� ÃiVÌ���� �v� Ì��Ã� >ÀÌ�V�i]� Ì�i� V>«�Ì>��ÃÌ�
idea of what wealth is, was introduced before 
discussing IWM and its provisos. Wealth is a stock 
of value, and wealth is essential to producing 
new wealth by combining capital and labor-
entrepreneurship, which then results in total 
factor productivity with a return commensurate 
Ü�Ì��Ì�i�ivwV�i�VÞ��v�V>«�Ì>��>�`��>L�À���ÛiÃÌi`°
The Islamic and Christian beliefs are based on 
the premise that all wealth belongs to God, and 
that the goal of wealth is to earn merit through 
good deeds. This is possible from God-pleasing 
application of wealth to improve the welfare of 
the society in order to earn a blissful life in the 
hereafter. World religions subscribe to some 
form of this belief system, except that the 
introduction of ethics to economic activities from 
the theological perspective changes the way the 
activity is conducted.

/�i�ÀiÃÌÀ�VÌ���Ã�w�ÌiÀÃ®����Ì�i�VÀi>Ì�����v�Üi>�Ì��
as permissible activities was noted in the context 

of constrained wealth maximisation objectives. 
Although Adam Smith’s ‘Wealth of Nations’ is 
often cited as the sources of modern economic 
ideas, it is equally important to refer to his Theory 
of Moral Philosophy, published earlier than 1776. 
These two works taken together would introduce 
some of the moral imperatives of wealth and its 
ÕÃ>}i°� �ÕV�� �>ÌiÀ]� ��À`� �iÞ�iÃ� £�Î£®� Ã�>Ài`�
some criticism of modern ideas of economics, 
which is worth mentioning here: 

“When accumulation of wealth is no longer 
of high social importance, there will be great 
changes in the code of morals…we have exalted 
some of the most distasteful of human qualities 
into the position of the highest virtues. The love 
of money as possession [is] somewhat disgusting 
morbidity… But beware! The time for all this 
is not yet. For at least hundred years we must 
pretend to ourselves and to everyone that fair 
is foul and foul is fair; for foul is useful and fair is 
not. Avarice and usury and precaution must be 
our gods for a little longer still. For only they can 
lead us out of tunnel of economic necessity into 
daylight.” 

This excerpt questions some of the current 
practices in economics. For example, economists’ 
belief that more is better than less is not 
necessarily true, at least in the case of wealth in 
the hands of individuals. As stated in the Quran 
(102: 1) the more one has the more one desires, 
if there is no belief in wealth as a gift to improve 
the lives of the community at large. 

Max Weber explained capitalism as a product 
of the Protestant ethics, so wealth is a reward to 

The soup kitchens; the 
hospitals; the orphanages; 
educational institutions; 
etc. The second form of 
distribution is the voluntary act 
of a wealth holder to bequeath 
income-earning assets to 
institutions with public 
purpose to serve the welfare of 
the community to take care of 
the needy. 
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the faithful engaging in rightful earnings, as John 

>�Û��� �i}�Ì���âi`� Ì�i� «ÕÀÃÕ�Ì� �v� Üi>�Ì�� �>`i�
dangerous by the Roman Church for a millennium 
>�`���Ài� 7iLiÀ]� £�Îä®°� �i� vÕÀÌ�iÀ� V��V�Õ`iÃ�
��Ü�
>�Û��½Ã���yÕi�Vi��i�«i`�Ì��À>`�V>��Þ�Ài«�>Vi�
the medieval position of wealth as a means of 
Ã�>À��}�Ü�Ì��Ì�i�V���Õ��ÌÞ�q�Ì�i��`i>��v�£ä�«iÀ�
cent tithe. The resulting stand is the “… spirit of 
capitalism is the pursuit of wealth as an end in 
itself, to the point of being absolutely irrational”: 
7iLiÀ]� £�ÎäÆ� V�>«ÌiÀ� Ó®°� /�i� �Ã�>��V� Li��iv�
system rejects this stand: wealth is permissible 
if it is meant to be spending for the sake of 
pleasing the Creator: it is fair to spend on one’s 
�ii`ÃÉÜ>�ÌÃ����i>���}�Ì�>Ì�vÕ�w����}��ii`Ã�>�`�
wants of the created beings are in the radar as 
pleasing to God. What is pleasing are actions to 
spend wealth for doing good deeds, including 
on oneself. 

The modern position on how concentration of 
wealth is not in the best interest of societies is 
iÝ«�Õ�`i`� LÞ� Ƃ�>ÀÌÞ>� -i�� £���®°� �i� >À}ÕiÃ�
that development in economics is actually 
the development of human beings. Thus, he 
�`i�Ì�wiÃ� Ì�i� ��V�`i�Vi� �v� Õ�«ÀiVi`i�Ìi`�
opulence in this century along with extreme 
deprivations as a serious problem for humanity 
to resolve: Adam Smith actually predicted this, 
ÓÓÓ�Þi>ÀÃ�Liv�Ài�Ƃ�>ÀÌÞ>�-i��Ü>Ã�V>����âi`�LÞ�
the Nobel award. Obviously new political action 
ought to be pursued if this disparity goes on 
unchecked, which has the potential to lead to the 
breakdown of civil society as the ruling classes 
have designed during the 20th Century. Perhaps 
Ì��Ã� �Ã� Ì�i���``i���i>���}��v��iÞ�iÃ�Ü�i���i�
refers to the “gods” of man in his times or the 
hidden meaning of Adam Smith who predicts 
envy of the disposed (or have-nots) to forcefully 

take the wealth away from the opulent.
Obviously these ideas of great thinkers have 
some bearing on wealth as we understand it 
in the 21st Century. Unprecedented wealth 
has been created and accumulated in the 100 
years since the industrial revolution entered its 
��ÃÌ�vÀÕ�ÌvÕ��ÃÌ>}i����Ì�i�£�Ì��
i�ÌÕÀÞ°�/�>Ì�>�`�
the Information Technology (IT) revolution that 
ÃÌ>ÀÌi`� ��� Ì�i� £�ÇäÃ� >Ài� VÀi>Ì��}� Üi>�Ì�� >Ì� >�
much faster rate than in any other time in human 
history. Yet, instead of wealth ameliorating human 
condition, one observes the difference between 
the wealthy and those deprived of wealth is 
widening especially since the anointment of 
special positions given to wealth under the 
current brand of capitalism. 

Wealth creation, accumulation and distribution 
have tilted in favor of the wealth-endowed 
households while production is shifting 
around the world to take advantage of income 
disparities to dictate where wealth can be 
amassed with little man-made constraints in such 
cheap countries. In this context, it is perhaps 
��ÌiÜ�ÀÌ�Þ� Ì�� Ài`iw�i�Üi>�Ì�� >Ã� >��i>�Ã� ��Ì�
v�À� vÕ�w����}� Ì�i� �ii`ÃÉÜ>�ÌÃ� �v� Ì�i� Üi>�Ì�Þ�
alone but also to share part of it to alleviate the 
needs of those who require help (including the 
next of kin) and as a requirement of the believing 
«iÀÃ��Ã�Ì��ÀiV�}��âi�Ì�>Ì� Ì�i�«��À�>�Ã���>Ûi�>�
legitimate share in the wealth of the wealthy. 
That is especially true for the top 1-10 per cent 
of the households with the ability to double 
their wealth through permissible investments in 
one life time. Hence, IWM has a relevance to 
the world today more so given the disparity of 
wealth that is well documented and requires a 
paradigm shift in the way wealth is managed by 
modern societies.

1. #DW�*WTCKTCJ�VJCV�VJG�/GUUGPIGT�QH�#NNCJ�UCKF��p6JTGG�VJKPIU�ECPPQV�DG�FGPKGF�VQ�CP[QPG��YCVGT��RCUVWTG�CPF�ƂTG�q�5WPCP�+DP�/CLCJ��8QN����
Book 16, Hadith 2473

2. To Him (God) belongs all that is in the heavens and all that is on the earth, and all that is between them, and all that is under the soil.”The 

Quran further says , “..and give them something out of the wealth that God has bestowed upon you”; Quran 24:33. It is also customary to 

insert “swt”after each mention of the word God. For brevity, this acronym is left out in further parts of the text, except at the start of the 

chapter.

3. “The two legs of the servant (men) will be immovable until he is asked with regards to four matters: during his lifetime, how was it utilized, 

during his younger days how was it spent, with regards to his property, where (how) did he acquire it and how was it spent and lastly, to what 

extent did he practiced his acquired knowledge”. According to the Hadith reported by Al-Tirmidhi (2416), each individual will be asked on 

VJG�FC[�QH�LWFIGOGPV�
4. Ubada bin al-Samit (may Allah be pleased with him) reported Allah’s Messenger (may peace be upon him) as saying: “Gold is to be paid for 

by gold, silver by silver, wheat by wheat, barley by barley, dates by dates, and salt by salt, like for like and equal for equal, payment being 

made hand to hand. If these classes differ, then sell as you wish as long as payment is made hand to hand.” (Muslim, Hadith No 1569)

5. JVVR���GP�YKMKRGFKC�QTI�YKMK�9GCNVJ�&GƂPKVKQP��#EEGUUGF�������������9GCNVJ�JCU�VYQ�EQORQPGPVU��YGCNVJ�VJCV�KU�KP�RNCEG�CV�VJG�VKOG�QH�
investment, and the addition to wealth once wealth is invested in productive ventures. Chapter 2

6. ,QJP�%CNXKP�KU�KFGPVKƂGF�YKVJ�VJTGG�QVJGT�PCOGU�HQT�TGHQTOKPI�VJG�4QOCP�%JWTEJ�VJCV�NGF�VQ�VJG�TKUG�QH�C�DTCPF�QH�2TQVGUVCPVKUO��7PFGT�
VJGKT�KPƃWGPEG�KP�VJG����VJ�%GPVWT[��RGTUQPCN�YGCNVJ�OCZKOK\CVKQP�ICXG�TKUG�VQ�VJG�RWTUWKV�QH�YGCNVJ�CU�RGTOKUUKDNG�CU�YGCNVJ�KH�C�IKHV�QH�)QF��
/CKPUVTGCO�GEQPQOKUVU�JCXG�CVVTKDWVGF�%CNXKPoU�KPƃWGPEG�HQT�VJG�ITQYVJ�QH�YGCNVJ�CPF�VJG�2TQVGUVCPV�RWTUWKV�QH�YGCNVJ�CETQUU�VJG�'CTVJ�

7. The UK and South African governments have both launched Sukuk (Islamic debt securities) for fund-raising.

8. Asmah related that the Prophet (peace be upon him) said “Spend, and do not count, lest Allah counts against you. Do not withhold your 

money, lest Allah withholds from you. Spend what you can.” (Bukhari & Muslim)

9. Abu Huraira related that the Prophet (peace be upon him) said “The Lord’s commandment for every one of His slaves is, ‘Spend on others, 

and I will spend on you’”. (Bukhari, Muslim)
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