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ANNEX 1 

 
OPPOSITION STATEMENT 

 

Subject: Opposition statement to the decision of the Advisory Board dated 06.01.2022 and 
numbered 33 on Exchange Rate Protected TRY Participation Accounts 

 

The practice of payment of the difference between the profit share to be accrued at the end of 
the relevant maturity for exchange rate protected participation accounts to be opened in 
participation banks included in the Communiqué No. 2021/14 on Supporting the Conversion of 
Turkish Lira Deposit and Participation Accounts published in the Official Gazette dated 
December 21, 2021, and the Communiqué No. 2021/17 on the amendment of this communiqué, 
published in the Official Gazette dated December 31, 2021, and the exchange rate in favor of 
foreign currency by the state has some drawbacks in terms of Islamic law and does not seem 
appropriate in terms of participation banking principles and standards. Even though this practice 
offers certain financial advantages to customers, it poses a risk in terms of both participation 
banks and their interest-free approach, as well as the interests of the public. 
The effort made by the state to overcome the current state of emergency is understandable, but 
this practice, which has been put forward, as a result, has certain drawbacks in terms of potential 
consequences and the damages it may cause (the suspicion that there is interest in the system 
built on interest-free approach, reducing the confidence level of the domestic currency based 
on foreign currency, etc.). Moreover, the treasury/state's support to the capital owners, not the 
real victims, during such crisis periods when the foreign currency increases excessively, may 
damage the sense of social justice and equality. In addition, since the support provided by the 
state, as a third party, for shareholders and those who have assets with reference to foreign 
currency, either as a grant or as an incentive (instead of supporting the poor) will be indirectly 
compensated by the taxes collected from the citizens or by the money printed, unfortunately, 
this practice may cause the weak facing difficulties to become even weaker against the strong 
who has money, in other words, it may lead to the same negative results as the interest would 
produce.  
A fiqh ruling that observes the basic needs of the society, produces solutions, is lively and 
dynamic, prioritizes coexistence, encourages solidarity, and contributes to social peace can 
achieve all these with a sense of social justice and equality, which are the most significant 
elements among the goals of the provisions brought by Islamic law. Harming this sense is not 
acceptable in terms of the general purposes of the law, which is the spirit of the nas (maqâsidu's-
shariya), and in terms of maslahah, which is its ultimate goal. 
In addition, it is against the nature and originality of the system that profit and loss participation 
accounts, which are one of the main products of participation banking as a trademark and based 
on labor-capital partnership (mudarabah), are required to provide exchange rate increase 
guarantee/yield during the contract from the very beginning. Because in this case, the contract 
begins to embrace a nature in which the commercial risk that is essential in partnerships is 
eliminated and the participation account gives a kind of guaranteed yield loan (qard) to the bank 
for the investor. Indexing the local currency to foreign currency in a contract, which is 
essentially a partnership, harms the partnership nature and leads to a breach of contract by the 
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undertaking of compensation of the difference in case the value of the foreign currency 
increases too much.      
Nevertheless, a fair solution can be found for the customers of the participation banks, who are 
victims of inflation today and who face negative interest rates (both real interest and negative 
interest) with their purchasing power below inflation. "Inflation-Protected TRY Participation 
Accounts" can be developed as a joint effort of the participation bank, which is responsible for 
maintaining participation accounts as a prudent trader, and the state, which is responsible for 
preventing inflation in order to protect its purchasing power, and the loss of purchasing power 
(i.e. negative interest) caused by inflation can be covered jointly by the participation bank and 
the state. Moreover, this practice will be more fair and justifiable, as it will compensate for the 
loss of inflation in cases where the profit share and foreign currency are below inflation. 
In brief, this practice, called Exchange Rate Protected TRY Participation Accounts, is not 
suitable for general fiqh principles, as it violates the "interest-free principle", which is the reason 
for the existence of participation banking, the contract of mudarabah imposes a precondition of 
return, carries risks against the treasury/state, especially in times of crisis when there is an 
increase in foreign exchange, may create unfair gains in favor of the wealthy, thereby indirectly 
bring injustice to the detriment of the poor and thus cause the existing inequality to increase, 
and indexing accounts to foreign currency may discredit and damage the national currency, 
TRY, and may damage the sense of justice, equity, and equality in terms of political economy. 
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