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Abstract

This paper examines the introduction, types, and comparative analysis of Sukuk and
conventional bonds within the broader framework of global financial markets. Bonds
have long served as a primary debt instrument through which governments and
corporations raise capital by borrowing funds from investors in exchange for fixed or
floating interest payments. In contrast, Sukuk have emerged as Shariah-compliant
financial certificates that represent proportional ownership in tangible assets, usufructs, or
investment ventures rather than pure debt obligations. While bonds are structured on
interest-based lending, Sukuk are designed to comply with Islamic commercial
principles, particularly the prohibition of riba (interest), excessive uncertainty (gharar),
and unethical investments. The study outlines the main types of Sukuk, including Ijarah
(leasing-based), Mudarabah (profit-sharing), Musharakah (partnership-based), Murabaha
(cost-plus sale), and Istisna (manufacturing-based) Sukuk, each structured around
classical Islamic contracts. Similarly, it reviews the principal categories of bonds such as
government bonds, corporate bonds, fixed-rate bonds, floating-rate bonds, and zero-
coupon bonds. The paper further provides a comparative evaluation focusing on legal
structure, ownership rights, risk allocation, return mechanism, and asset linkage. Sukuk
typically involve shared risk and asset-backed arrangements, whereas bonds establish a
creditor-debtor relationship with predetermined interest payments regardless of asset
performance. The analysis concludes that Sukuk offer an ethical and asset-based
alternative to conventional bonds, promoting risk-sharing and real economic activity. At
the same time, bonds remain widely utilized due to their simplicity, liquidity, and
established regulatory frameworks. Understanding the structural and philosophical
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differences between these instruments is essential for policymakers, investors, and
scholars engaged in Islamic and conventional finance.
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Nadir Nalfar & Slim Mseddi

“The investment concept of Sukuk was created as an alternative to conventional bonds

since intrest — bearing instruments are prohibited under Islamic law”.?
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According to Christophe J. Rima & Laurent :
“ Sukuk structures undergo a strict screening process by religious advisors to ensure their

Sharia’s compliance elements such as Riba (interest), gharar (uncertainty), Maysir (

gambling), but also from non-permissible activities “¢
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According to Maghyereh , Aktham & Basel:
“ The major distinguishing features of sukuk compared to bond is the prohibitation of a
fixed inrerst payment .Moreover the return on sukuk dpends upon the return of the
underlying investments that have to be compliant with Islamic rules. Hence, sukuk
should not be driven by interst rate changes in the same way as conventional bonds
Unlike bonds, which constitute a nominal debt that the issuer has to repay at maturity,
sukuk represents a share in the project and its value at maturity has to reflect thecurrent

market value of the underlaying investment’™
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According to M. Azhar and Junaid:

“The traditional bond may not be backed by any identified assets but sukuk is backed

by real, identified , existing assets.sukuk is an assed-based security.”®
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According to Zairihan Abdul Halim:
“Investment decisions in sukuk are highly transparent to creditors while investment

decision in bonds are relatively opaque to creditors.”’
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According to Naveed Muhammad:
“When you sell sukuk you are selling ownership in the assets backing them. The sale

of bonds is a sale of debt,”®
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According to Muhammad Naveed:

“Sukuk can increase in value when the assets increase in value while the profits from

bonds correspond the fixt interest making them Riba,””
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According to Muhammad Waleed:
“ Another critical differenciation factor between Sukuk and Conventional bonds is that

sukuk holder may be affected by asset related expenses, while asset related expenses do

not affect conventional bonds holders.”!°
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According to Cristoph J-& Rima:

“Cakir & Aaei suggesting that sukuk are truly different from conventional bonds.”!!
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