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Islamic Economics Studies, Vol. 8, No. 2 (Serial 16), Spring & Summer 2016
The Nature of Bank and its Implications for Islamic Banking Studies

Sayyed Mahdi Hossini Dolatabadi” Received: 03/08/2015
Accepted: 01/20/2016

The first step for designing an Islamic bank is to understand the nature and role of
conventional or western bank completely. In other words, if the subject in not
understood, it is impossible to infer its sentence. The current understanding of the
bank nature among the Islamic banking scholars is that a western bankis a financial
intermediary which collects people's savings as a deposit and. offers interest or
services and then makes loan with these funds and receive.interest. In this approach,
the loan with interest contradicts to Islamic teachings, so Islamic banking studies
focus on eliminating the interest (Reba) from the arrangements and rules of
conventional banking. In this paper according to the investigating the evolution of
bank and its arrangements and economic literatures about banking, we show that
conventional bank is an institution of money creation in an Economy, and reducing
it to a financial intermediary isn't correct. So according to the role of money in an
Economy and the effects of money creation of banks in it, this understanding of
bank nature must be considered as.a basis for designing and establishing an Islamic
banking system.

Keywords: Bank, Islamic Banking, Money Creation, Financial Intermediaries

*PhD. Candidate in Economics, Faculty of Economics, Tehran University,
m.hooseini@ut.ac.ir


WWW.SID.IR
WWW.SID.IR

