CHAPTER 4

LITERATURE REVIEW

4.1. Introduction Y‘

Wealth is the object of humans in sustaining their life Mrth. Many kinds of
S. A} social creatures to

cs,.\oldcs, jal, and
N3

culture. In terms of economic activities, they cre ny occupati tc’ fulfill their life

needs in spending and saving. Explicitly, they aw ma@ement in their
household. C\/ 2

literature discussed the wealth either in Islam or other civi

sustain their lives, humans interact with one another in

A
way of managing wealth. So, one tﬂ%t ua@srstand his/her life's goals,

“ &
both business and personal. T r Moraﬁ‘dn the definition, theory, and
N

@h management.

NS
has been ar@::e the.ea !199OQSéscribing a comprehensive service model close to

financi ning. More recen{y}’ it has been applied to comprehensive investment
adviso\vices for high-net-worth clients (www.IMCA.org). The literal meaning of the

® alth comes from the Middle English word (13" Century) 'welthe,' from wele weal
that means welfare (Webster’s New Explorer Encyclopedic Dictionary, 2006: 2093).
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It can be defined technically as possessing a large amount of money, property, or
other valuable items (Collins Cobuild Advance Learner’s English Dictionar\xﬁrﬁﬁ).
Another meaning is goods or services having economic utility, money, i&asubstance,
affluence, belonging, cash, and so forth (Webster's New World The $971: 281). As
Rasban (2006: 200) mentioned, in today's world, the concept ofawealth has been defined

as 'My Money. The dominance of the conventional financial W influences this term

in the world. It can be stated that wealth means valua asurable things that give
L ]
economic utility to humans to attain welfare, such as‘money, property; siet, 8%3" and so
forth -
' ' 4
&

s\\'mana ent" identifies a

The second definition is management%zralﬁ
particular group of people whose job@rect ot

toward common objectives (Mass@%&?:z). i

oplﬁéfforts and activities

,gsulter (1991:2) defined
\

management as the components 'natiﬁ‘g work activities so that they are completed
efficiently and effectively wit xro the peo&@}l’ he components is divided into

various stages to achieve% ! sucg‘t pl ‘p'%gbfganizing, leading, and controlling.

Furthermore, it can K d thaqm ment iS-the components of attaining the highest
{Q

goal through agrENp 0 Ieil ’qr pg@
To As 07ye th agement represents a favored approach for

delivering Wal ad\ﬁs
adds t@

th gorized as HNWIs and their families with private banking, estate planning,

)

Ibid: 2).

sﬁrvicég) affluent client. Also, Sanwick (2008-2009: 2)

)
Ith management Bi'aefined as a type of financial planning that provides

egaliresources, and investment management services.
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Wealth management encompasses financial planning services like risk

management, investment retirement planning, working capital manageme%\Ral estate

planning, tax planning, inheritance planning, and charitable giviﬂ%n, wealth
m

management can be associated with financial planning, asset ma&_e t, and estate
planning. \,

Moreover, it should be stressed that wealth man emiffers from financial
planning. The difference lies in the fact that financialéis {Ie&visor's effort,
while wealth management is generally a team eff@it (Ashiya, 20 .3'-4)'.04)@%% Rao

S
(2007: 26) says that the basic idea of wealth mana nt is to ‘el indiw'@lual investors
NV

' an@vices provided

gain a complete perspective on their wealth% d

to wealthy clients, mainly individual@eir famihies/ It 6&be generalized that
financial services help affluent clientsc@gequate %;e 'Q’\wealth. These clients are
N,

categorized as High Net Worth Iadividuals (ﬁN .uGe ly, it refers to clients with

w

)
more than $ 1 million in finan '%t es Wic§!’<ozlinski. 2007: 13).
(.3 v}‘ S
s 4
&

4.3. History of W Mlana‘;e %
The practi &%a agl e.lth ((aﬁ%e traced to the development of private
_ 4
e

banking. As % y Hu:?B ir, '@ate banking is the full range of services that a
i W fior é\

client may, refore, extends way beyond wealth management."
(Geige@]rzeler, 2003: 94)@definition, it seems similar to wealth management.
He%lvate banks' function was receiving money on deposits, managing the money
ffairs’ of states and individuals, and lending money to a borrower. These practices are

similar to the application of today's wealth management.
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Several private banks carried out the first-time wealth management practices in
Europe. For example, one of the oldest private banks in the UK, C. Ho e&(:?, was
established in 1672 and was continuously owned and run by the H gﬂ‘)ﬂly for 11
generations (Maude, 2006: 155). Hoare's Bank was (and is sti vate bank in
London's West End. Richard Hoare was a goldsmith who mo L%ajsmess to Fleet
Street in the 1690s and completed his transformation fr Wlth to banker in the
ensuing decades (Hoare, 19323; 12-26). Wegelin & an s'one f the private

banks founded in St. Gallen in 1741 (Switzerl@dest surviv g' bacn_lgiWWeaIth
-

Management Association, 2013). Its development™eontinued ‘an becanze popular in
N

contemporary times, implemented by conver%znd LS\ \Cones. ?T

Wealth management in Islami 1% is not thi w. Islam as a Din

guides all aspects of human life, ingfuding co \nsqgof 5@mc wealth management.

The components of wealth mana%can Be divj |2§ﬁ>ur stages: wealth creation,

wealth accumulation, wealt hﬁ\;ﬁ J dis@tion, and: wealth purification

(Ariff, 2017: 34-36; W r?;ghealluhammad pbuh explained in his
&

Sunnah that the best Ncreal

that in is line wi Ewl ah.

He replled,

is th h human effort and engaging in trade

N, , o
pet é;é@was asked, 'What type of earning is best?
'3

his.fand and every transaction which is free from

VS

cheating C t| [ ofted be al-Bazzar; al-Hakim graded it Sahih (authentic)

&
( https com/buluqh/?/l)

phet Muhammad pbuh at the age of twenty-five already had a business and
art ed with investors, including his wife Khadijah (Antonio, 2019: 91-92). Prophet

Muhammad (PBUH) has taught the importance of increasing the value of the property
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owned by humans to sustain their lives. However, in practice, wealth accumulation is
carried out personally, there is no financial institution that accommodate{%~ ractice.
Furthermore, mudharabah partnership and its derivatives were the so %to replace
usuary practice linked to credit (Cikakza, 2025: 5).

Beside that wealth accumulation component, the co eptY:f~ Aqilah, which
involved a collective guarantee among a group individu toWrt each other during
times of calamity or adversity, gained popularity as ra e!<pa d their trade

networks to regions such India, the Far East, and %{swn countries ( a&a& 2010),

can be regarded as the component of wealth protec In the me/of Ott?man Empire,

Muslim also adopted similar practice of % assi e nd ~sﬁzﬁensatlon when
engaging in trade with Spanish merch@ waqf web‘élso utilized to cover

2 | ak -é004) Currently, Islamic

basic insurance of Muslim people choon
insurance or takaful and banca- t e boﬂ1 co nentg.f wealth protection designed
to coverage and protection fori }Mual ﬁyp *}hln Shariah-compliance.

Wealth distributi ? slanlJ his Ey' ot only as a means of personal re-

distribution of the m&ﬂhﬂaated ':ap- in the nomy, but also as wealth distribution

institution. Accor ﬁvgto ﬁ),

s
the Islamic h| mel tion a
of zakah, ;%and af'km]j;;Cl

developed in Islaﬁ‘@ History and to now. However, Islamic taxation was

tt@ are two of wealth distribution practiced in

)

n mé_waqf institution. The Islamic taxation consisted
l@a 2015: 6). Another wealth distribution is waqf

which 4

on%aged by the government and subsequently distributed for the benefit of

\@Jnity, whereas the wagf funds can be distributed to the public and family purposes.
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(Ibid: 7). In fact, the distribution of wealth for the benefit of families was practiced in
Islamic inheritance and will system, which is mentioned in Surah al-Nisa, 11‘\Y~

The difference practice between Conventional dan Islamic wi hanagement
can be seen from its worldview towards wealth. Islamic wealth man e‘%views wealth
as a trust from the Ultimate Owner, Allah Almighty, regulated the Shati’ah derived from
the Qur’an and Sunnah, as well as state laws that do no COW’[ Islamic values and
principles. On the other hand, Conventional wealth m en relie!\orational faculty

L ]
referencing state law that govern it. It can be said that Islami¢ wealth ’magg&'ment §
-,

rooted from religious principles emphasizing Shari nd ethical- mpli@t investment

Y- N
and financial practice, while Conventional w% ana%e\nelie%&cular laws and

economic principles for guidance. \% é<
Technically, the componentsef !slamic \k}gm @ment are managed both
\

individually and by the governm%ere @ri\2§?nstitutions that holistically
W

an ent as pr. ~}ced by the conventional model

managed all components of

in 16" century. Only w\%sla g}ﬁl&@anagement have been managing

individual’s wealth @ﬂial]‘y a\h’olistic , following the development of Islamic
in \Q*J

economic and fin institutio W'dQJ
&\ g ,'P o)
> arj >
44. W wanage{n Ci)mpqn nt
e

D
=
(¢

wn

N
management consﬁgt.s' of four components: wealth creation, enhancement or

aca%on, protection, and distribution (Bank Sarasin: Islamic Wealth Management

epart, 2011: 7). This aspect will be elaborated in detail as follows:
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4.4.1. Wealth Creation

Wealth creation is the first essential element in wealth managemen@% itis
the cause Rasban, 2006: 91). Furthermore, wealth creation is usually presgnteg as gaining
money and other valuable assets. Wealth creation is an effort of people to accumulate and
enhance wealth (Wealth Manager Association, 2013: 3). \,

Wealth creation can be generated from inheritance anmngs that will help to
sustain human life. Earnings can be generated fro , far ir’ , duction, and

L ]
entrepreneurship. So, wealth that has been acquired By, trade, labor, tjans&Rc-an later

be accumulated, preserved, and distributed for fut eedsgand g erativqns. However,
N

wealth can never be created by little luck w% Tg\\e way Q&n individual to

create wealth is to plan and work hard t@aMul in@#e (Nasr, 2015: 24).
\ A
A
| S
4.4.2. Wealth Accumulation (E%men?) ’ <3.
When one's family gr@ ner%vgtﬁhe family grow too. Therefore,
people work hard to a% e We:g h t ﬁﬁsmh' their basic needs, families, and
&
e de@nd for income is more than ever, which
compels one @ ulatg m
Mashruw W: 165{16!'),2; m@%\align our investments with our responsibilities and

community. Some K ted : expe%és)such as housing, education, vacation,
2 9
)

{Q
and retirement pw. y
ealth.to fulfill the ever-swelling needs and wants. To
dream\ accumulating wéa(@.. There are four ways of enhancing one's wealth:

L
2
ﬂf? =
e —— Wy
—
QD

pn%ving, work, business, and investment (Rasban, 2006: 165-166). Saving puts
@ portion of one's income for future financial needs (Islamic Wealth Management

Report, 2011: 7).
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In realm of investment, accumulating wealth can be achieved through various
financial and capital market instruments such as deposit, equity, unit trust, r{R market,

hedging, derivatives, and structured product. Moreover, a Muslim:\gﬂaintends to
t

accumulate wealth must consider certain principles about these activities. Firstly, the

accumulation of instruments must be in the ethical field. Secondly, theymust be free from
riba, gharar, and speculation. Lastly, they must achieve qé&ﬁari'ah. In the view of
Cizakca (2015), certain economic principles of wealt m Iati@ically existed

throughout Islamic history, namely: i) competitive market; ii) ho u ei Ii‘@_"Rt-o profit
A\
er

provided they are 'legitimate," halal; iii) no interf e in the Pprice; iv) @odest tax on
N

trade; v) free trade, risk-sharing, and the prowo;of i \
4.4.3. Wealth Protection c \? ld\
\
Wealth protection planningi mulfidiscipli aryéé?nponent of shielding one's
wealth from internal and ext§\;!teat1( rvish& M§ill, J.D, 2003: 9). Also, Wealth

protection relates to eff rds p‘r. ervi 9't(rtbéllue of the wealth owned through

riff gﬂohamad, 2017: 384). It is a type of

productive and valu@&ﬁfigvestr'en
the i or h@rer family if the unexpected should occur.

{Q
insurance that be & e indivi
é ¢ 2 (,)
n be classified as pre re death or disability, need for nursing, home

Internal threa%

care, and income’lo§s”"Oh the@r hand, external threats include downturns in the

N
investmq rket, all types of tﬁga?s, educational expenses, and estate costs. Specifically,

it % cash flow planning, tax planning, family security planning, disability income
@wg, and critical illness income planning (Billah, 2013: 4).
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People always face these threats or risks. People cannot avoid such risks but could

be minimized using the proper wealth protection planning. Protecting aIRcan use

insurance, and retirement planning are provided by many financial j'rgmyions. This
wealth protection helps people sustain themselves and their familie,c. ':n their future lives.

In Islamic financial institutions, it is related to Takaful or |S|% urance based on

cooperation, responsibility, assurance, protection, and siw between groups of

participants (Ibid: 4). \d
o o

| &
4.4.4. Wealth Distribution 2 &
)

\ah/hmgbfﬁds' wellbeing is

The distribution of wealth is essential ecai ing* i
nei6$2004: 5). There are

many terms related to wealth distribu Thereforéitis ¢ I@qhe factor distribution of

affected by their wealth independent f@ incom
\
wealth when it is related to a i:rj?%acic? illzgi:?s called the intertemporal

distribution of wealth related }th betWeen ene@s. Lastly, it can be categorized

as the personal distributi alth r gtyglzizhsehold (Ibid: 4). Regarding wealth

of wealth distribution that discusses

management, it is r to tl]e

<Q
N
households. \ : "1 O
There %nvay v;ys f istiK ing wealth in society, such as charity, tax,
will/bequ w inhe‘r'it edln Iﬁa ic teachings, wealth distribution has broadened

)
instrumen ch as zakah, war3§n (inheritance), wasiah (will), hibah, infaq, sadaqah,

2
@
(o]

anc%lslamic wealth distribution focuses not only on transferring wealth to society
u

t alSo on achieving the happiness and welfare of akhirah.
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4.5. The Market of Wealth Management

4.5.1. Type of Players \?

The favorable growth in wealth management has enticed n financial
institutions to offer wealth management service. Banks, in particular, aré often at the
forefront of providing this service due to their role as intermew'a% tities tasked with
aggregating excess funds from depositors and subseque tlyveling these funds to
borrowers capable of investing in profitable enterprise 2011: %

Furthermore, certain banks offer holistic Ith management sefv@g while

| &
others provide only specific aspects of wealth agem‘gnt ser icesé}d products.

: . e, S b
Consequently, there exists a diverse range of % in w nag%ﬁm’ industry:
] &

| QWS
4.5.1.1. Private Banks (') \T \‘.&.\

A private bank is a ba@se legal status js~sole ownership, registered

&)
partnership, limited partnership, orh itT ship with shares (Maude, 2006: 155). It
; rvic

provides more than tradit%

of depbsits and loans.
F &
Furthermore,&‘%of bla rodugahd service includes the following: 1)
Day-to-day bankin\Z)
T

ves ; Cor@}‘édities; and 4) Philanthropy. Another fact
* Pr G

of strategic im in {riv e aﬁi@s that many of its clients take an active role in
managing W;Ith € as, 2()@\15).

)
Aprivate banks com&'ﬂn a variety of shapes and sizes: 1) midsized listed

grq@y as Julius Baer and Sarasin; 2) privately-owned companies such as Union

Bancaire Privee; 3) family-owned banks such as Sal and 4) independent private banks

King s
s

such Coutts, Swiss private bankers (Maude, 2006: 155). These banks are mainly located
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in Swiss and other European countries that provide personal services for wealthy people.
In Malaysia, many private banks offer wealth management products and swg such as
AmBank, Affin Bank Berhad, CIMB Investment Berhad, Bumiputra-(@e, Finance

Berhad Bank Rakyat Malaysia Berhad, and Bank Muamalat Malaysni:

4.5.1.2. Family Offices Y‘

It may be a formal and informal organizatio manages a mualti-generation
wealthy family (Huat, 2011: 230). On the other handpit is a private wea th‘dm’)exégement
S

advisory firm established by an Ultra-HNWIL1 to age theif family's ‘invate wealth

\,Y. \ﬂy Q\Y}' Office”.

S. <<2013). Moreover, a
traditional family office structure ¢onsists of \tearw

(Global State

www.capgemini.com/.../The Global S

essionals dedicated to

N,
providing wealth management sekvi o orfé or geqé'r%tions of a single family of

&)
substantial wealth (Wakem a@ro] S eta@h.com., 2005).
It is mainly well t% dint uL:j}ﬁ r'hbn less so in Europe (Maude, 2006:
ol &
163. To Maude (200 \6@ it if icult to éﬂ’ exact data because there are different

family office moew 0 i
models can i@ single-family office invented by John D. Rockefeller (1882), a
multifami ice in th -10'703,w€$amulti-clientfamilyoffice(Ibid).
)

S S

4. iversal Banks

Qlt can be defined as conducting a range of financial services comprising deposit-

taking and lending, trading of financial instruments and foreign exchange (and their
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derivatives), underwriting of new debt and equity issues, brokerage, investment
management, and insurance (Saunders & Walter, 1994: 84). \Y~

The wealth management value-creation opportunity bulks for u icﬁl banks lie
in their existing book of business (Maude, 2006: 158). Many universal banks worldwide,

such as HSBC, UBS, and CIMB, provide wealth management pr%.
4.5.1.4. Other Players \'\d
@

Other players that provide products and sefwices for wealt Tani’) ent are

g

financial advisers and investment banks. In Europey,particulafly the financial adviser

\ms N
i pro to be a highly
S @ncial planning and

ed by Sanpaolo, is an

network, whether independent or tied to instituti

effective vehicle for serving the af@ient S

investment needs (lbid: 61). For ins@m‘s, Banca-Fi gr
\

excellent example of HNW clienjr%de, 2006: Fli(/ more, the investment bank

is an institution specialized i '}tme[‘ anageme “}erving wealthy individuals and

institutional clients, and% ce in‘g bdJ‘gfs(i('ﬁ;&unds in the capital market (Huat,

2011: 216). These in ?scgnt ba'uks\‘easingé&(écognize the benefit of wealthy clients

because they have*%n u mg p
banks incIude@@n Sachs, orgin/and Lehman Brothers.
% 4 4 Y%\

)
4.5.1.5@Iayer: Islamic Pﬂi@te Banking

5 aa)@ches to attract clients. Large investment

‘% accumulation of wealth by Muslims worldwide and the trend of Muslims
hifting assets away from the United States drives increased demand for Islamic private

banking (Maude, 2006: 163). Also, Islamic banking plays in the hand of local players
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despite increasing wealthy Muslims, especially in the Middle East and some in other
countries. The challenge before Islamic banking worldwide is to enhance tpe\ms and
product globally to meet the needs of HNWIs. (')

Many International Western banks have been offering Islami % management
products to grasp the wealth of muslim investing their wealth. Fag instance, UBS, with its
Noriba established in Bahrain in 2002, HSBC Amanah f nm 1998, Citigroup and
Deutsche Bank, and Islamic Sarasin Bank. Interesti la i!in Islamic finance
thrives rapidly by adopting a more lenient interpretatiogn of Shari'ah law’ ( blacgﬁ')' Many
Islamic commercial banks now offer wealth manaﬁ,erv}c , such as Q-Iamic CIMB,
Islamic May Bank, and Bank Rakyat Malaysi Y. \ Yy

G TS

45.2. Type of Clients (') X))o

N,
In theory, wealth mana% cliénts chs'Egmented according to a
X a;

9
multidimensional range of f% uchl e rap‘@emographics, wealth, income,
asset class holdings, an%e ences" Ma
institutions have sew clier'ts
W !
2 9

age, and behavior ‘Q&
id 1 urjéwls: 1) core affluent; 2) HNWIs, VHNWIs' and

the wealth py% congist
UHNWIs.:wplanat oﬁrze se%é\in figure 2.5.

g -9

5,12'0&: 55). Some wealth management

&

on ly background, work experience, sex,

&)
con@n type of client is based on wealth, called

ver, t
¢
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o

> c >S50 Million

A

UHNWIs

VNWHIs
T >$5 M-$50 M
HNWIS ?\/ > >3500.000-$5M
!
Affluent .\(>$ 100.000-$500.000

!
\ P Uy | Y_:'
Source: PricewaterhouseCoopers (2005 w al °YVea M@gement Survey.'
prEd){ced by David Maude
Figure 7: T eht% e tl?x{amid
6—2 AN

The most common (but not% al)geriterio “use@define an HNW individual
or family is the ownership and m 0 M m@‘ﬁ/ of investable assets. Another
category is HNW's ownershi Rn:$ 1 ly to Million, and UHNW ranges from

4 o (@Q

$ 50 upwards (QQa Rep<\ 2016, 2016. http://www.db.zs-
intern.de/uploads/]@gn i eal%&e‘bortZOl&pdf).
5 - ?" 5
N
46. We nagement-and M&sid Shari’ah

eservation of weal&}(hifdz al-mal) is a form of means of achieving the

Mg@hari’ah. According to Ibn 'Ashur (2001: 138), preservation of wealth is
pr

@ing the assets of the ummah from loss, flowing into the hands of other than the

ummah without compensation, and protecting particular assets from loss without

105


http://www.db.zs-intern.de/uploads/1479892972-GlobalWealthReport2016.pdf
http://www.db.zs-intern.de/uploads/1479892972-GlobalWealthReport2016.pdf

compensation. When it comes to managing wealth in Islam, realizing the five necessities
in Magqasid Shari’ah is essential. \Y~

Ibn Ashur (2006: 71) defines Magahsid al-Shari’ah as the pu (sfs)al-ma ‘ani)
and wisdom (al-hikam) considered by the Lawgiver in all or t of the areas and
circumstances of legislation, which are not confined to a partieular type of commands.
Al-Fasi defines Magasid Shari’ah as the purposes and secr; tszlah (Law Giver) has

ordained in every law and its laws (Al-Fasi, 1993). aqasi S'hari' is the goal,

wisdom, and secrets in the Shari'a law that Allah has d for the'ben ?f 'I—Li’){?érvants.
asid Shariah ame@haruriyyat,

Attia (2001: 52) explained that the levels of
hajiyat, and tahsiniyat, are the means (wastlah) txchig\v

)
efit,%qgﬁ as food is one

(=]

i h good taste with a

[@at

N,
There are five objectives %i’ah'h wealth m@gement in the view of Ibn
\m &
‘Ashur, namely wealth circulJ?~ nsja ncy, res@ion, documentation, and justice
ee

(Ibn Ashur, 2011: 300-32% p tt]. gy)j&@rculaﬁon of wealth, it is prescribed

by Allah SWT for Mmalal cts ransferring property rights through
>

{Q
commercial cont@ aba Ple aiQ\}of demanding transparency in wealth and
¢
id-har

2 9
property is to% m fand-gisputes @s’much as possible for the reasons the promise
and docu n ha{/e eeh detefmined. The ways of retaining assets include

N
econom& ot extravagant, aer(;Bxcessive. Ownership documentation is necessary for
tha@d to avoid all sorts of risks and disputes. Justice in the pursuit of wealth means
hat property is achieved in a not unjust manner. Justice means that wealth and property

must not be improperly and unfairly obtained.
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Several studies related to studies on Islamic wealth management based on Maqasid

Shari’ah. Nasr (2015: 17-31) argues that Islamic wealth management based {%qésid al

Shari’ah's framework can play a distinctive role in creating, accumusﬁﬁ)protecting,
i

distributing, and purifying wealth. It is imperative to start by educat;Qi individuals on the
wide implementation of faraid , waqf, zakat, and other channe% stable future and
constant growth for the whole society. Swajaja et al. (2019) w in detail that in the

perspective of Islamic wealth management, the transfer, riah s a‘e ownership occurs

at the stage of wealth creation. Therefore, the aspectthat must be pr cjed‘ rding to
S
the Magashid Shari’ah guidelines is the halal accor to shariah p nciplv-by fulfilling
Y- N
the elements of religious care (hifz al-din) a% ure g\a z aI-@Kthe mechanism

of purchase and rational buying behavi\ on sci ifz gl) and can control

themselves not too excessive in seeki%)fit [ j ?nd @ng (hifz al-nafs).
N,
e

It can be said that Islami maﬂag basqcf?on Magasid Shari’ah in its

]

&
elements has different charac?rml valtes a inciples, which refer to Islamic

sources. Therefore, Islam% ‘g y}ﬁ@y complies with contractual forms
in Islam but also be&%oth ip t\,vorld @he hereafter for individuals, families,
{1

&

and the commun'!tN in m? r, Ir(rl)@Syatibi stated that the basic objective of
¢

ma

=

¢ . o .
,Iq&ah to human beings, which includes maslazah in

Shariah is toa@' oodness ar mas
W maslghU&he h{é:ﬂer (Shatibi, 2004: 238).

the world I
)
e Islamic wealth magement models derived from Maqasid Shari’ah’s
a For example, Al-Faizin and Akbar (2020), by referring to the interpretation of
éal-Kahf, 46, begin with the nature of wealth in Islam and the explanation of the
components of Islamic wealth management which ends up being bagiyat al-shalihah
107



(everlasting good deeds). To know the nature of wealth, it is necessary to know about it,

which undoubtedly refers to the Qur'an, Sunnah, and the views of Islamic s%% in their

related works on the nature of wealth.

Swadjaja, Sawarjuwono, and Ludigdo (2019) propose a Qodel for managing
el

Islamic wealth based on maqasid Shari’ah. To them, a rr%

Islamic wealth

management based on Maqasid al-Shariah is used as a raWory in shariah stock

investments in the capital market to achieve the ultim | of p@? in the world
. . . : . @
and the hereafter and provide positive benefits for allwparties. Their fl explains how
=
managing Islamic wealth can achieve five essential a ayi’-ah.
X" o
Accumulation Consumption
adornment
of worldly
life Bagiyat al-
Purification Distribution =%  shalihah

Life
Support

Protection

N

Islamic Wealth Management

)

9,

O
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Source: Al-Faizin & Akbar (20202)

N
ic \/\@\th Management based on Surah al-Kahf, 46



Investing in Sharia Stock

w v

Wealth Hifz Ad-Din, Al-Nafs,
Creation/Generation Al-‘Aql

Wealth Accumulation Hifz Ad-Din, Al-Nafs,
I [ Al-"Agl ,Al-mal
Wealth Hifz Ad-Din, Al-Mal
Protection/Preserwvati Mashlahah
| 1 |
Wwealth Purification Hifz Ad-Din, Al-Nafs,

[ Al-Mal

Wealth Distribution — ¢ Hifz Ad-Din, Al-Nasl
-

Source: Swadjajﬁi‘awarpv%)_;gan ngdlgdo (2019)
Figure 9: Model of Islamic Wealth M%z (ﬁ)\n M@Sharlah

The two preceding models Med the 3 02{@ of Islamic wealth
management from creation, accumé ) p |strL:\'ion and purification, are
based on the Magqasid Shari’ah AQJ

S
('J BN
4.7. Previous Studies \" J'(Q

4.7.1. Related L|te es to @eme on of Islamic Wealth Management
| (O

There are tu es’re d'to(J concept of wealth management, theoretically
and practically: ealt‘h f| ed@y quantitative measurements of one material

posseSS| n ed on general weaggv management or economic theories (Shalleh, 2012:

234). upported by Mill (1965) said that wealth may be defined as all useful and

@ e things which possess exchangeable value, or, in other words, all useful and
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agreeable things, except those which may be obtained in quantity desired without labor or

sacrifice. \? N

In Islam, the term wealth is called mal that refers to which ( ) nature is

inclined and which it is possible to hoard for the time of need. It c be summarized that

wealth (al-mal) is everything that has valuable maddiyah amo ns, which can be
utilized without harm, according to Shari’ah. By all definiti n be summarized that
wealth in Islam is anything that has material value am |t isgpermissible to

use it or exchange it according to the Shari'ah principles,and valu

In Islam, financial planning or wealth m@ment‘ds no jUSt @mponents of
7 1 égfl'herefore it is
sIa@&perspectlve Before
moving to its management, the main b ctive % g{bement in Islam as stated
by Islamic scholars was to Iead re fdir distsi tloqiﬁf wealth (Suren and Bhatti,
2016: 53). Supporting by Q 2 5),[Mn eeds general circulation of its

wealth to develop the va% cts ‘g life ?Heia 1996: 155). The key concept of
Islamic wealth mana Mt is tlwe |b@"and distribution not as an end result

&)
(Razak, 2019 25 (s (_\;
Anoth ant aspect s ’ah that makes Islamic wealth management

P
different E € count artl Shaqn- ah provides a guidance related to the different

dimen

acquiring and accumulating wealth (Alam\af, et.

needed well understanding about we ag me

f wealth, such g.?ts accumulation, protection, growth, consumption,
pu%n, disposition, and distribution (Shirazi, et al., 2022: 3). There is a fundamental
nderpinning theory toward definitions of wealth raised by Western and Islamic Scholars,

namely in the aspect of values containing Shari’ah that promote human benefit. More
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than that, the character of the wealth described is the same can be owned, stored, and used
when needed. It can be said that the concept of Islamic wealth managerr%i aiigned

with moral or ethical values that must be observed in its components. (’)
of 18

Several theories have been conducted related to the stu lamic wealth
management. In the theory of wealth-income distribution, Millexplains that wealth is
something that can be used for humans in productive acti ityWan be accumulated (.
Jensen. 2001: 494) “Sources of enjoyment may [theref accu ulate nd stored up;

enjoyment itself cannot” (Mill 1965a: 49, 48; angez 284)! It ¢ e'ig)ii'that the
A

assets obtained by humans must be developed an umulated i cona@ic activities.
N

X “%@Bfits,” and “Of

disttisﬁtion is more focused
j@&bution with wage, an

o _ o S
entrepreneur with profit, and lan nt. u (3.

i IaT es iew@h as mere enjoyment (zinatun)
o

In contrast to Mill's op%rk
and a means of Worshipw hs e &oh&nents of seeking and distributing

&
wealth will always be ﬁqscted '\Iamic @#éh shariah and morals. Imam Hasan al-
Syaibani, in his NI- tisab fi
y ¢
for treasures t@ ip A u:hj
the impor w relyiﬁ‘g Al
% o
schola\ ion is an essentiah factor in wealth management whose motivation is

@ppiness and its orientation is the happiness of the hereafter.

Mill discussed distribution under three headings®“O

Rent” (Mill 1965a: 337, 400, 416). He @ that i

on post-production distribution; Ia@r gets

1

o
S

i 9, era)@sizes that make the components of looking
'3

. Ak(Muhasibi (2016), in his al-Makasib, emphasizes

lah é:n seeking sustenance. From the view of Islamic

The component of wealth management consists of four stages: 1) wealth creation;

2) wealth accumulation; 3) wealth protection; and 4) wealth distribution. Wealth creation
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is the beginning of wealth management that consists of several ways of creating wealth,

such as employment, self-employment, inheritance, compensation, gift, awj\ﬂrchasing

(Rasban, 2006: 18). In addition, wealth creation is more than possesss’ g‘@alth and is

only one form of increasing wealth.

Huggett (2004: 769) found a positive slope between vﬂltﬁ:umulaﬁon and
earning risk in wealth accumulation, which explains that i di\wa'and aggregate wealth
accumulation increases and increases risk. Therefore, se o@ionary wealth

accumulation to reduce risk while accumulatmg% This yiew r) be *&'d as an

important basis that knowledge of wealth accumu IS yer i ortang~to know for

those who increase the value of their assets. In Iank\ re rgfgctors related to
wealth accumulation and Sharia compli go é

In the view of Heer (2001: 4 ealth ITm K&nequally distributed than
earnings. His analysis examlnes nce Taxati Py (%cﬁg a three-sector economy:
the household sector, the pr t| séctor, and t ernment. The results are the

wealth inequality mcrea% accountin |nher|ted bequest, and inheritance

Bp‘r
&
taxes increase equa K Welfire 445@3&/ then, the inheretance taxes have the

potential to mitlg 1s In qua 1m@e overall welfare. It is argued that Heer’s

analysis und he rl@\;?a e o&(u;rheretance taxation as a policy tool to address
e

wealth ine Wand pr'(‘)

uently, William S%omanor and Robert H. Smiley (1975) estimated the

gocia {fare within an economy.

ast and current enterprise monopoly profits on household wealth distribution

OUnlted States (Comanor & Smiley, 1975). The finding is that the past and the

current monopoly have significantly impacted this distribution’s present inequality. These
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studies use interest as a variable in the components of wealth management. Another
study that reflected wealth distribution is Abdul Aziz et al. (2014) that xms the
related literature in planning and managing Islamic wealth distribution gﬂ@w 2001 and
2013. The study concluded that there is still a limited number q%rt_ic s and papers
published by the researchers related to this field.

Interestingly, Hauser (2004) observed the moti ticw)\'l'\{vealthy people for
charitable giving. He stated that charitable giving i b si% a significant
contribution. She then questions what motivates v%famili s to 'Vf t‘ochGrities at
all. Listing and discussing the various motivations fr ntly off ‘;_gs{eggge-}to disagree
and submits that the real motivation for most families giv ogra@‘?&finstinctive and

sympathetic (Hauser. 2004: 23-29). }-K&) IS ma Iateb(t‘o ethical and social
values. Kamri and Daud (2011), in&sr stud NI%It @nagement using Islamic
values, concluded that wealth m%nent'ﬁﬁ SQS;E comply with values like
gratitude, accountability, pru e, "fairpess, a fu@ic. Implementing these values
will harmonize more eﬁ%ﬁ‘effe ive sp'l(tz,%anagement (Kamri & Daud, 2011:
187-212). \ | NN %(J

Regarding @e CD icE, %‘ng}%ng identify (2011) key factors affecting
consumers' c@ wedlth aga@ant by using the AHP decision model. They
conclude Wenera, omers'first concern about the wealth management service is
the quali service, followe \2he products and the image. Chan and Chan (2010)
stu%ﬁvioral intentions of Taiwanese nationals based in the People's Republic of

hina"(the PRC) regarding their choice and decisions about WMS providers. The finding

indicated that trustworthiness, provision of flexible services, and cultural affinity feelings
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are the most crucial among the ten factors related to their intentions and decision-making
about choosing wealth management service providers (Chan and Chan, 201@1\%.'
Moreover, Islamic wealth management has also supported Isl nking and
finance in the world economy. In Malaysia's case, the Malaysian government wants to
ensure that, by 2020, wealth management is one of the key imdustries in the country
(Economic Transformation Programme: A Roadmap for Wﬁ%ia, 2015: 228-229)
Islamic banking is one of the Islamic financial instituti t ffe@accumulation
products. For example, Ismail (2010) attempts to studywboth creation a ,ve%\l%@gsues by

examining how Islamic banks create wealth and génerate profit emRk-)yment. The
Y

study concluded that Islamic banks are %& a \egral Eé.&)f the national
economy's development as they create aGH)r indiv andéﬁ community (Ismail,
2010: 1-16). \? /(\

\
The previous research has to the stu of w accumulation and tried to

)
highlight the relationship bet Nealﬂl tec 'on,@bution, and purification. Azhar
& Arshad (2012: 101-1%gained: hat

property protection @stribn’tio\.surren@) it has become one of the essential
It

instruments in th a
Iy 4 |
wealth manag@t' rod Wtsjn |t.@9 been constructed based on Shari'ah. Takaful

benefits ¢ sin w’ea pﬁtecé\and has a crucial element in risk management.
N
e

QK cally, in wealth d@b(;?oution, Aziz & Nordin (2015: 13-18) investigated the

%Ltbis an Islamic concept that grasps

ana busingss, and it differs from other conventional
¢

relati p between Malaysian Muslims' knowledge about the planning of wagf,
asiyyah, and faraid in wealth distribution. Based on the results obtained, the conclusion

is that Malaysian Muslims' knowledge positively impacts the planning of wagf, wasiyyah,
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and faraid. A study by Ghul et al. (2015: 1-11) stated that knowledge of the concepts of
Islamic estate planning and awareness of the importance of wealth man&&nt has a

significant effect on Wasiyyah practices in Malaysia. Alma 'mun (i&&dded that
respondents, institutions, and inheritance law demography are tbi sign ficant factors

triggering the wasiyyah practice in Malaysia. \/
Moreover, thirty-eight journal articles analyzed b VWM, are divided into
eight clusters of research. The central issues are te na enw first cluster

. . . L g
focuses on personal issues to family finance related, to Islamic IT ra&fgement,
=
snyand

including aspects of causes and effects, consumeri physiology. TheQecond cluster
N

0 theépg?:t of principles,

i abo@iving a case study in

discusses the issue of the past and present h'twy}f I\/%
gender, economic status, and institution\&)ird clu

Malaysia. \? /<\
- \ -
The fourth cluster is more 0 tr@st, alse part @Iamlc wealth management.

&

Then the fifth cluster focuses@nicl althplanni rom asset allocation, a risk, to

the discussion of the Iif% appro} g}ils@ cluster focuses on the behavioral

finance of Islamic Kﬁ%manqge . The{_éﬁenth cluster discusses Islamic social
finance, closel ed to Is ealt <<)ana ement. The last cluster relates the
y E&K el s C‘)Oﬂ g

'3

developmentQIa' ¢ wealth'ma age@nt to Islamic microfinance and efficiency.
(Q J b}; =
<~
(.)
~N

A\
N
5
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Figure 10: Research Clustrq, amj Mzgganent

Initial research on IWM was cor@y Kam audé@ll), Shalleh (2012),

and Ismail & Antonio (2012) triec(tg‘ find 1 \Nw:i
N,
management values sourced fro r'an',‘ hadi Mangéé@ thoughts of scholars from

their works related to Islami mmi

z)%b VOSviewer

ught sou % In subsequent developments,
Fagooq (2013 & 2014) ki compare t ‘plrin@'Ies of value between Islamic and

&
Conventional Wealt?qagemerut. for @ssing it with a historical approach,
esth

Cizakca (2014) di hﬁi de ntégﬁ’sﬁ/amic wealth management in the past from
¢
é) s

today. % §_}
W wnagerr{ems fooutgzaqanaging clients' wealth through some components
)

of finag%

anning services. T‘h:%tages of Islamic wealth management are not different
fr entional ones. There is only one added element: wealth purification, which is

@wportant to make balanced happiness, in here and the hereafter. Other differences

seem to be seen in the worldview of managing wealth in this world. Moreover, the ideas
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of the element of Islamic wealth management can be traced to Islamic sources. As
mentioned in the previous section that the source of Islamic economic thou.m\wwded
into two other categories: (1) independent work forming different li g%@e (general
source) and (2) single independent (or unique) work (particular wor %n, 1997: 1).
Regarding the concept of wealth management, there ar$/luslim thinkers
whose works consist of wealth management ideas besidgs Rﬁﬂmary sources: 1) al-
Qur'an and 2) Sunnah. Essid (1995: 180), in his book, bgi discu e! IbngSina's concept
in 'ilm Tadbir al-Manzil, which is included in kitdl@'dsa. Accordi io B@an Sina
begins his treaties with an introduction to the necessity, of administration aQ-f} governance
of human aspects of life, why humans need dwe ing{ y th%xf?u.;t assemble in
families. The study explicitly concer )s@hold m elb%/hich looks into all
family components' responsibility in gonducting \hs»,%h q@‘operly (Ibid: 180).
Bonner (2001) studies theéttribﬂth-s& \ni that focuses on poverty,
surplus, and wealth circulati \tRJug ly*cor spo@ the questions of acquisition,
consumption, charity, sur o) O‘Q!hat 5_e' @fferent meanings and forms.
Furthermore,@ma@ﬁuem 0 investigate al-Imam Mohammad Ibn
al-Hasan al-SyaibN 'E\? "I]liC d)QéOs, focusing on his levels of al-Kasb. The
(6]

study uses al%i i's leve al-@b to develop a theoretical Infag model that
:
&w , SPITit

integrates terial val, @I, social, and legal dimensions. These studies
AN o
correspon the concept of We}(}m management that includes the components of wealth
m nt.
QAnother important work related to the concept of wealth management is Kitab al-

Isyarah ila Mahasin al-Tijarah, written by Ja'far al-Dimasqi. Hence, his work includes
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the meaning of wealth, wealth creation, and consumption from an Islamic perspective.
Furthermore, in his study, Yassine (1992: 31-38) focuses on the relatio%RFetween
Greek Economic Thought in The Islamic Milieu by comparing the thou ryson and

Dimasqi. His work then focuses on trade and wealth accumulatlon‘e re favorably than

1 Yo’nmumty, money, and
e e’ge al-Dimasqt's
thought is that proper management of the self is thelbasis for good ma ag‘x—;,-_’;gﬁ of the
household economic (Tadbir al-Manzil) and then t to the ;ﬁa @_e\ment of the
society (Tadbir al-Madinah). His thoughts c ncer the i

preserving wealth and prudence in spe@ld 28):
very applicable as he was well- versec g the tm pr
Dimasqf, in his work, indicates esséntial fo.the <g(EHmulatlon and protection of
wealth (Spengler, 1964: 282). \ 1 Af %\A

As a result, these%gorks } re t;c! tbbie concept of wealth management.

&
Moreover, this stm&@ﬁere{ﬂ
{Q

thinking of econ s'lane‘ig)/ealth management model by embedding

othe@f{erature. It combines three Muslims'
primary sourc fIQﬁma the'st ys,féundatlon

Ibn Khaldun's (Spengler. 1964: 282).

Setia (2011: 11-32) studies Ja‘far Ibn “Ali al-Dima,

prudent management in trading and spending. To

ana wealth, such as

ie managlng wealth is

'pgsof commerce. Also, al-

As It, Isf; \ﬁealtﬁanagement encompasses various theories and
pr|n0| have been used p?'gxzous literatures. Some of the key theories in the study
of wealth management include:

01 Modern Portfolio with Shariah: this theory is added with Shariah, which is

often associated with Harry Markowits. The theory emphasizes the portfolio of
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investment is not only focusing on maximizing returns while minimizing risk,

but also constrained by Shariah principles such as no in%ﬂent that

incorporate interest, ensuring real economy investment, and 3&‘@ activities

deemed repugnant to Islam like alcohol, pork, and gambling (Sandwick &
Collazzo, 2021: 40). It guides wealth managers in ctipg investments and
financial products that align with Islamic princi eszues.

2. Wealth Effect with Shariah: The wealth is'an ano ic theory that

suggest people tend to spend more as theirfwealth or asset i rias'%;LYi's added
- o~

by, the traditional notion of the wealth is that an in€reasesin wealth will
N

cause a decrease in saving relatie\to,Cnsng\ (Co@& Smith, 1984:

386). In Islamic context, the ffect is d w&h shariah and ethical

responsibilities that direct an behawi \mth @g emphasis on fulfilling
S

self, family, and religi(%dingq u (3.
3. Life-cycle theory ns T@eory was developed by the
economist Fr: odigli.g 11 le 0s. Modigliani and Brumberg’s
&
collabora@d i@ the éﬁtral role of the relationship between
1

. . N
consm%a inc n Ka%r}s’ General Theory. They contend that the
¢
. s

reI@ between, ¢ nsu@ion and income being proportional over the
9 m)

m align rfe'ctlyw%é\h the observations across different income levels.

N
\ theory also stategaat saving rates increase more rapidly income among
household that have income relatively stable. In Islamic literature for example

0 can be found with what was conveyed by al-Syaibani and Ibn Sina the income

earned is in line with the plan of consumption either for oneself, family, alms
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and saving or investment (Mohammad, 2011; Ismail, 2012). Therefore, the life
cycle theory of consumption in Islam is also an emphasis on t)—KWnshlp
between income and consumption regulated from rules of Is ccordance

with its level of necessity which is later on will be d in the other

chapters. \,

4.7.2. Factors Influencing the Adoption of the 0 ent Is mic Wealth
Management in Malaysia

As mentioned in the previous chapter, IsI Ith Jnu‘@?ltams five

components: wealth creation, accumulation, prot and |f|cat|on The

study tries to identify the factors influenci Mo tio Iamlc alth management

ce st@es the term adoption
is used in Islamic banking as a d@ar& i |sé)§%d to measure why people
adopt Islamic banking product rvices xami elatlonshlps with the factors

contributing to its adoptio ‘
Ali, et al. (202 %enta/ thr €I S 6@'@mer to adoption Islamic banking one

of them is related t a ma@, the@ knowledge and awareness, religousity,
O

and trust and |nt e u§e yowl&me and religiouity may encourage adoption to

elements in Malaysia. In most Islamic e |05{f

Islamic ban afarJe 0 3 revealed that religious significantly influences
the usin r ducts and serwce'7 Islamic banking in Malaysia. In regard to Islamic

inve Roslee (2023) stated that Muslim in Malaysia with sufficient knowledge and

Q ed awareness are better equipped to make informed and effective investment
i0

ns, who can differentiate various Islamic financial options.
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As for wealth protection, Ismail et. al. (2023) stated that religiosity and subjective
norms significantly influence positively towards takaful purchase intenti&iome are
related to the part of Islamic wealth distribution that is one of the com &9 of Islamic

| et &l

wealth management, such as the study of Alma'amun (2010), Z.H. . (2015), and

Abdul Azis and Nurdin (2015). Based on the findings, the adeption” of wassiyah as a
dependent variable can be influenced by some factors s hWowledge, life events,
wealth management, institutional factors, and types of m na@ssets. Bolkan
et al. (2023) also found that knowledge, rellg% and self-ef ai:y ag{ﬁ‘flcantly

influence hibah practice among muslim communitie Malaym ! \-C

By then, it can be assumed that Islam c wealth rgil ent sw‘s@;tlon has certain

variables that can affect it. Overall, all@mdersc e rob%.f behavioiral factors

in shaping the adoption of Islamic b and Tn |a Therefore, it can be

inferred that religiosity and kn , coﬂ1mo se measure the adoption of

Islamic banking and finance i ys ay a e applicable in measuring the
Newrhss

adoption of Islamic Weal%a emen ?,sézb'
(J

4.7.2.1. Rellglos d optﬁan@Vealth Management

Religi%al iv uaLéLactlce of Islamic matters. It includes obligatory

ibadah (th : Worshlp gatory prayers, paying zakat, fasting in the month

of Rars& and performing h;-f (pilgrimage) if a Muslim can do so (Said & Saad,
20%& Alam et al. (2012) clarified religion as one of the most universal and famous
ocial¥institutions which may influence attitudes, values, and behavior of individuals and

communities in the rankings.
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El-Menouar & Stiftung (2014: 53-78) have a Comprehensive five-dimensional
Muslim religiosity structure: 1. Fundamental religiosity, 2. Central duties{ eligious
experience, 4. Religious knowledge, and 5. Orthopraxis. They foi@ statistical
analysis indicates that the scales are reliable and internally valid.

Numerous studies supported the effects of religious aﬁilia@:ommitment on
consumers' intention to adopt Islamic banking, such as the tuWusuki and Abdullah
(2007: 146-160), Khattak and Rehman (2010), Loo i 453-485), and Ahmad and
Haron (2012). Their research agrees that the most influential factor a’dop&)&' Islamic
banking by customers is religion. &

Some studies also revealed that the a%g of we currlg&n (investment)

is because such a product is Shari' ah i profl and ills more needs and
wants. Bhatti et al. (2010: 536- 554)) % reference is affected by
the bank's profitability in terms o 1% 1%8e et 0]@4 -85), profitability is more
significant than Shari'ah co ng @lc banking among Malaysian
students. Concerning srﬁ-) mpl‘g ce, &'sha'c banks continue to provide the
facility and return wi \Qbene‘lt ariah éﬁpllance, more university students will

&

turn to Islamic b e a se fiona{}anks offer the facility and returns without
benefits with g)\QO&& 86).
So udies are r iosity and wealth accumulation. Religiosity is an
‘a&ef that has integrzitg? a particular religion's tenet into attitudes, values, and

|nd|V|tX\
|de%g|on usually encourages its followers, save money and not waste it. Keister

20037 175) said that religion indirectly influences adult wealth ownership by affecting

behaviors and practices such as fertility, shaping asset accumulation. Also, wealth
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accumulation depends on having information about some financial instruments and their
features (Ibid: 175). In her finding of religious influence on wealth accumu @elster
showed that Jews enjoy the tremendous gain in wealth ownership, nservative
Protestants accumulate relatively little wealth (Ibid). In another stud %s*er (2012) said
households with more strongly literalist beliefs are less likely t@_be in financial trouble
and benefit from a more conservative investment approac KWZOlZ: 146). They are
more likely to put their income into lower return assets S ou@re less likely
to hold higher yields but higher risk investments (Ibi ’ ‘C}T

On the side of Islamic religiosity, Abdullah%ajid‘éz 1: 7-55)2?dicated that
\signgcg\t.;y positive in
dzab’st al. (2017: 434-452)

revealed that Islamic religiosity wascjgnlflca I?e tl@ortfolio allocation. Two

\
dimensions of religiosity (virtue |gat n) flcaél? impact the distribution of
o ﬁ?:

assets in the investment (Ib| er@ level of virtue, the lower the

S

propensity to allocate ri nto Jr_t{‘or'rbother\mse the higher the level of

the relationship between religiosity and s@, eh

International Islamic University Malay ) Als

&
obligation, the higher endenl:y ocateé%y assets. Meanwhile, individuals with

&

qcaﬂ@evels show a greater tendency to allocate
&

risky assets in | foI|
Ac to Islg VJﬂth p@:tlon is crucial; every potential financial risk and
ée =Y

threat K

Isl urance (Takaful) play an important role in the practice of IWM. There is a

@ﬂshlp between religion and Islamic insurance to protect Muslim wealth. Some

researchers have proved a positive relationship between religiosity and Islamic insurance
123
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considered and ided for Muslims. Therefore, risk management and



as the product of wealth protection. Mansor et al. (2015: 78-89) found that a Muslim
consumer has a relatively high positive attitude towards Takaful based on {Rellgious

factor. In line with that, Jamil and Akhter (2016) stated that the @f Shari‘ah

perceptions in life insurance and family Takaful was significant.

Ismail, et al. (2023), in his study, showed that religiosity@:ctive norms has
a significant relationship with takaful purchase intentiop. Wtudy stated that the
importance of religious beliefs and social influences in g indi i(!ual’ ttitudes aand

behaviors towars takaful. Mohamed (2017), %thesis, sho eji t‘r_;i nificant
=

relationship between religion and choosing Tak insugance, hichq-includes the
V N

teachings of Islam, particularly on riba (intﬁst)’, ro . and{@f)erate risk than

other fundamentals of conventional in@irms. Maegsia's case, as part of

Malaysian people, religiosity would &isttowa @ more favorable wealth
? é S

protection mode. “ Q=
&)

The study of religiosit Xs rl nship to@lth distribution is related to the
wagf, hibah, Wassiyyah,%, etc. + #pé@b@oom, in his study, found that

religiosity is an essen Micatcf 0 itable~giving, which has a significant impact on
{Q
% chari lbeq@. To him, more religious individuals give
¢

the probability of hq&

more weight t%alityv? \Mmre religious individuals might provide more to

the poor b, whey V\%r ofe ¢ rned about their souls and believed that charitable
AN o

deeds K elp them attain heé\(aﬂy rewards (Ibid: 1281-1283). His finding aligns with

th perspective that religiosity plays a significant role in charitable giving driven

@faith.
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Perkins (1992) suggests that a strong religiosity belief motivates one's generosity
behavioral intention. Then, in their study, Tara et al. (2014) revealed t@osrty
influences Muslim consumers' perception of cash waqf giving. In li Rizal and
Amin (2017), religiosity has a positive relationship with cash waqf %«Iso Mokhtar
(2018) said that religion is essential for giving cash wagf. g%z

Another wealth distribution that is correlated with r |g S mherrtance Dahan

et al. (2012) found a significant relationship between fi li al'ion, ligiosity, and

knowledge to adopt will (Ahmad & Basir, 2012: 1 Abdull j( 0 @)&Tpported

it and claimed that the religious factor influences most respopdents (Muslim community
X'mc inhentance (faraid ),

played an important

in Klang Valey) in adopting a will in Ma@ Ab

Horioka et al. (2000) and Pestieau (199&(5@1 that i
role in shaping the bequest transfers ince w %p% pénd bequest transfer were
linked to each other, it can be ass at fa Naid ect h religiosity.

Wealth purification is t to t?(%hlz:l f zakah. Zakah is one of the
pillars of Islam. Therefor% nked 1 '

Isl J_as |g|on Abdullah and Sapiei (2018)
found that religiosity ch coY r\mely obligation, virtues and vices, and optional
ritual, S|gn|f|cantl %c dz p|lé§<.e, It is in line with Muhammad Sukri et al.
(2016) that s the s§§t a g|03|ty has a highly significant correlation to
zakah ¢ on go duz;nor Q\Iglous the Muslims are, the more they pay Zakah.

s of zakah income, Farah et al. (2017) study said that religiosity has
relatlonshlps and a positive influence on paying zakah income. Bakar and

as (2010) revealed that religiosity has a positive relationship with the payment of

zakah income. According to the respondents, the reason is the belief that zakah is part of
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their social obligation towards the Muslim Ummah and that part of their wealth is the
right of the poor and needy. Muda et al. (2006) revealed that religion is %Wr that
influences Muslims in zakah participation. By all means, religiosity g@significant
relationship with zakah as an element of wealth purification.

By all explanations, it can be concluded that religiosity iswx; that affects the

adoption of elements of Islamic wealth management in M ayy'l'ﬁus, this hypothesis is

developed: \d

H1 Religiosity has a positive influence on the adoptiomef Islamiciweal Taﬁgg‘&ﬁent
A\
'4
¥

4.7.2.2. Knowledge and Adoption of Islamj\We’ th % \ment ?\T
Knowledge and wealth are close iﬁ@vined. h a ing knowledge, one

i qs, @ding moving them from

sli alaysians must be provided
&)

the accumulation, protection,

can make decisions that can advancg their opp

poverty to better lives (Bahemuka%, 20

with adequate information o xnd

C
and distribution of Wealt% ts bx‘ hari

a‘ptldvb'and wealth purification. Thus, the

) b

knowledge of Mala \Mus'im ut t ive components of Islamic wealth
{Q

management, includi eation; i'nul@, protection, distribution, and purification
¢

'3
of wealth, is i rtant to measureg howtliterate Muslim people are about Islamic wealth
manag Dj
indi

N

A0 A
N
ation of wealth inb(ﬁjes the production of public and private assets, which

i %he important but limited role of the market and price mechanism (Enderle,
@288). He adds that the motivation behind this wealth creation includes self-interest,

the joy of finding, entrepreneurial spirit to provide services to others (Ibid; 288). These
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motivations only can be achieved through knowledge. In Islamic wealth management, the

principle of permissible wealth creation puts society’s welfare alongsid%\hQEersonal

welfare afforded by wealth creation (Ariff, 2017: 33). Then, the basi ﬁ@ of wealth
rest. 1

creation in Islam does not only cover self-interest but also social i herefore, the

Islamic principles and values in creating wealth are important tosgeally*do Islamic wealth
management. Y‘

Moreover, some study relates wealth creationgin=lslamic vx’ealt management.
Basah & Tahir (2019), IWM is a subset of IF postSyan ideal ve.n\gjibl){@mers to

create wealth in line with the ethical and Islamic requirgmentssto‘sustain thezFeaI economy
N

and hence be beneficial to the society at Iarge\l’zail

contracts might lead to value creation t(@mic ba
b @g can help people create

and the economy as a whole. It can %ﬂd tha g
\

wealth. Also, the multiplier effe nsurﬁ‘ptio d @d of goods through zakat
can translate into job creation S h(I omy (M hﬁ}hed, 2017: 378). Ahmed (2007:

24), in his study, stated %qu-ba} v%llilbl can provide microfinancing and

facilitate wealth cre&%the qO .\Ns arg hat Islamic social finance instruments
th

can also provide reatio
p VM : p (‘)
Islamic virtue@a ingmyes ing @Ilah. So, it can be assumed that knowledge of
i u

/. r&gesvé\slim people to adopt IWM.

Islam e
N
0 nly, some Islamic\%?anks offer the product of wealth accumulation. Some

wealth cre i

stueli vide that customers' awareness of Islamic banking products and services leads

@ﬂic banking practice or adoption (Abdullah et al., 2012: 151-163). Mahdzan et al.

(2017) showed that understanding Islamic banking concepts and perceived advantage
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significantly influences adoption of Islamic banking services. However, the current level
of understanding of Islamic banking is below average. Mariadas & Murth said
that one of the factors influencing Islamic banking adoption in Mala st)onsumers‘
knowledge. According to the them, consumers believe that Islar@dng provides

good products and services and believes that Islamic banking isq@ for some people,

provides customer satisfaction, and has proper risk manage Ibid: 192). It can be
regarded that knowledge has a positive influence on t ti o@accumulation
represented by Islamic banking products and services‘in, Malaysi ’ ‘L}TC

S

In wealth protection, Hamid & Othman (2009) found that/the mgjority of the
N

respondents do not know and understand all, contracts

which is the primary and core feature @I al-uj mr@ion), and al-wakalah

(agency) (Hamid & Othman, 2009: 5@%8) Gh \I’N{t O@.and Ahmad et al (2010)
\
stressed that awareness, knowla%d ufiders ing(zg’life insurance products in

Malaysia are still low, Whic% tT ns er'@ntion and consumption of the
services. On the contram% et zi]. (20 }

&
(75.1%) are aware of ful, arld \Iespon@ﬂ’s (24.9%) do not know about Takaful.

&
Kamil & Mat NOEQBQQ indic 8 irrclj()o}ance of knowledge in Islamic insurance or
¢
/I

'3
Takaful. To akaf t erK(Know the relationship between insurance and
U'Z

7 i ess.@d: 1). Husin & Rahman (2013) indicate that
)

i akai@gach as tabarru’,

fo’b& that out of 503 respondents, 378

religion i temporary

consu %wledge as mediating” variables of attitude, subjective norm, and perceived

be% control influenced consumers in Malaysia to participate in family Takaful
alaysia. It can be concluded that at the beginning of Takaful development, people's

knowledge of Takaful was severely lacking compared to current situations when most
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people are familiar with Takaful. Therefore, high Takaful knowledge influences the

adoption of Takaful in Malaysia. \?

In wealth distribution and purification, Wahab et al. (201@ that that
knowledge is one of the main factors influencing the adoption of Islamic will practice.
They are supported by Ghul et al. (2015: 1-11), who showe%‘g:owledge of the
concepts of Islamic estate planning and awareness mportance of wealth
management has a significant effect on wasiyyah practi n waq !)sm et al. (2012)
revealed that the positive impact of knowledge det@rmines a waqif trfst' c'tg:\‘mlrds the
waqf institution. For zakah, Ali et al. (2017) showed that unde tand\"rqg zakah is a

\akat @E{F to pay zakah

et gk (2019), only 75% of
®

S -Heeds more disclosure to

significant value to the dependent variable the Kent'

through zakah institutions. Based on @ of Pi

respondents understand the concept %kah, \TE\'[%

o | " S
zakah and how it is implemented ysia. u (3.

These particular stud%ent Mr@ between knowledge and the
adoption of Islamic Wea% gement pr }éts‘&h as saving, investment, Takaful,
N &

and wealth distributio Walaysfa. e hy@f'esis is developed:

. & .
on tr(e}doptlon of Islamic wealth management

H2 knowledge ha &Ql ve in
¢
f—) 2.9

Q- &

4.7.2.3. Religiosity as lﬁe jator be@;n Knowledge and Adoption of Islamic Wealth
anagement N
5& 9

$study by Michell and Mossawi (1995) said that the role of religion as a
@ | mediator in the decoding of advertising messages. Aren and Hamamci (2022),
insthe

ir research on interest, stated that religiosity has been found to act as mediating

r
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factor in the association between collectivism, power distance, masculinity, negative
opinion on interest and interest. Pauzi et al. (2022) found that the presenc&mosity
as a mediator between perceived behavioral control as indeper@iable and
consumers' intention to patronize food premises with a halal logo. Qyerall, the religiosity
serves as important mediator variable in understanding various aspect of human behavior,
including consumer behavior, financial decision-makin aWaﬁherence to religious

practice. Religiosity not only influences individuals? tudes @and beliefs but also

mediated the relationship between other socio-cultm@c\tors and beh i?ral g.)ﬁ%mes.

By then, religiosity can serve as mediating factor by moti tingttndividuals to
N

apply their knowledge of Islamic wealth mapagement |

\inanfsfﬁecision-making
components. Alam and Hisham (2011), i% religiosi
the relationship between relative are;sntextu \a(i%le , and purchase behavior of
\
Muslim consumers. It can be sta the fentifi ior&é?eligiosity as full mediating
variable emphasizes the need@rker usin SQ}S to understand and respect the
religious values and b% Muslim Pé@ when developing products and
N | ) %(J
&

marketing campaigns
In the vie % waa INaI®/ago (2017), religiosity has an important
¢ 2 (,)

aspect in the@ shimije n l@ﬂvioral intention and propensity to patronize
W & nd't

he $pf religiosity in influencing behavioral intentions

Islamic b ndersta

AN X
toward& ic banking can proV(Qe insights into how individuals’ knowledge of Islamic
w nagement interacts with their religious belief and practices to shape their

@al behaviors. Based on the study of Sarfraz and Mian (2021) regarding the

adoption of takaful, religiosity is identified as positive mediator in the association
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between traditional values and the acceptance on newly introduced products and services

in takaful. Religiosity may amplify the influence of knowledge by stre@g the

connection between traditional values and acceptance of takaful, as iwuals with
higher religiosity are more inclined to prioritize religious considera{'lin in their financial

decisions, including takaful as instrument of wealth proteQ'O\n, Islamic wealth

management. Y'

Regarding waqgf as one of the wealth distributionginstru en\ai et al. (2023)

explained in their study that religiosity plays a role asfaymediator between pe‘r‘c’e;&éd ihsan
e

and wagqf behavior. It can be argued that knowle dg es as;a itical factQFthat interact

with religiosity to shape attitudes and behavi rgl\a wa@fﬁghllghtmg the

interconnectedness between knowledge &@ty, an v@%h management.
It can be concluded that reli lty pla \rmp?rta trole in mediating various

aspects of human behavior, parué witfl the tex@amlc wealth management.

Moreover, religiosity 1nﬂue§. le[ $ﬁ towards obtained from their
knowledge to adopt spe mic

v-r; b cts and services, such as takaful,

Islamic investment, | Nba krug ct, a aqf. So, the hypothesis is developed:

o))

H3 Religiosity ha: Ewl ive | lto e ate knowledge and the adoption of Islamic
’
wealth mana \(_}
4 V) 'é\
%
S
4, 8 tual Framework\

ologically, this study is based on the Sharia paradigm used to develop Islamic

chs. In the view of Arif (1985), the paradigm of the Islamic economic system is

the Sharia, which is fundamentally different from two paradigms, Capitalism and
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Socialism. Therefore, the focus of research on Muslim human behavior as the basis of
micro-foundations in Islamic economics whose philosophical foundation is{adualism

in the role of vicegerent of God on earth to achieve falah in this world 5&) hereafter,
obje

accountable for performance. Likewise, the concept of property as in this study

is also different, which does not refer to the secular worldviewy but the Islamic

worldview. ‘z’

By then, this study is explained systematically using a flo c'1art significantly
contribute to understanding the current research d%rst the stu vill‘é)q%rate on
Islamic wealth management development in glo d Malaysian coqﬁexts It will
explore the prospects and challenges of Jsla w%a\hanag t in Malaysia,
analyzed based on literature related to t t

Secondly, the study explores analyz ﬁed Kﬁ'@m three earlier Muslim

0 N
scholars, al-Shaybani, al- Dlmas Ibn Sin ho @nded the ideas of wealth
&
w

management from the Qur'an nn n §evealed knowledge (nagli). So,
the method used in this % 0 exp j;e})}la'/bbf three Islamic scholars in wealth
management in Isla Nferrlrl ir WO related to elements of Islamic wealth
management. (‘)(J

Thll’dl n y e (he components of Islamic wealth management:

creation : atlon eoﬂon trlbutlon and purification of the wealth as a
depen iable on the adopfrgz? of Islamic wealth management in Malaysia. Besides
kn%he components Islamic wealth management, it is important to know the

dge received by Malaysian people in Malaysia's Islamic wealth management.

Moreover, the most important variable is religious values as an individual belief and
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practice in Islamic matters. The two dependent variables will be related to the adoption of
Islamic wealth management. Namely: 1) Knowledge of components in I@ealth
management, and 2) religiosity. (')

™

Epistemologically, this study refers to sources of knowl based on naqli

(Revelation) and 'agli (Reason). This study is closely related to4the tadbir al-manzil
developed by Muslim philosophers Ibn Sina, Ibn Mask w-'ﬂimasqi, and Al-Tusi.
Ismail (2012: 19-46) explains that Islamic economics epi 0 ogiWsistS of three

stages in its historical development: Islamic econ@mics as part Iilar@;gFeveaIed
: A

knowledge, part of practical philosophy (‘ilm tadbi anzil); and part onm al-."Umran
N

\&pect@ﬁe ideas of 'ilm

Al-1 b fil Rizq’ which is

is a new discipline invented by Ibn KhaquKF’

tadbir al-manzil can be reflected from @ani’s

mostly related to Islamic revealed kn@%ge_ \?
From their three perspecti%wdarﬂ\ental wi about the components of

Islamic wealth management%\g OT ed, nam@vealth creation, accumulation,
protection, distribution, %J ficati

management in Mal&@n seltl
W

components of Is@ alth enct‘)éQ
&
:b)_, >
X
NV
9

&
N
S
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X

QUR’ANIC AND MODERN CONCEPT OF
SUNNAH CONCEPT OF ISLAMIC WEALTH
WEALTH MANAGEMENT
\% \%
AL- IBN SINA AL-DIMASQI Global Context

SHAYBANI

and Malaysia
\] v } y
l L}
1.  Wealth Creation bd‘

i 2. Wealth Accumulation

Ky
3. Wealth Protection
\3‘
by

4. Wealth Distribution

5. Wealth Purification

4

N W

ADOPTION OF ISLAMIC WEALTH
MANAGEMENT IN MALAYSIA

The’Con ua ework
Conclusi \
Based bovemlyr ion *&éan be summarised that wealth has always been

concerne w umans rﬁan&?eate wealth, accumulate it, and protect it from
sustali I| e. Then, wealth cre tlon accumulation, protection, and distribution have
e as the concept of managing wealth. They are also used in financial services by

aI institutions.
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The institution is known as private banking, and many financial institutions offer
wealth management services such as family offices, universal banks, invet{Wanks,
commercial banks, and financial advisors. However, wealth manawl&)nstitutions'
development and increasing Muslims' wealth encourage Islamic financial institutions to

offer wealth management services. V

The issue in Islamic wealth management is only in W and product-related
matters related to avoiding riba, gharar, and maysir%’ al% nw that wealthy
Muslims comprehend the concept and practice of %o uctstand ryic%e’\‘ﬁ’ne ideas
and concepts have been explained in the Islamic ture,fbbﬁ!\,@u\slim people
know them well. Also, Islamic wealth ,man emggu cticalsJevel needs the

fundamental concept to structure the bo@wledg i amicgvealth management.
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