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Abstract:

Purpose —The purpose of this study is to examine the legal authority of the time value of money in Islam andits
application in contemporary Islamic finance. The study aims to establish the Islamic conceptual foundationsof TVM
and differentiate it from that of conventional finance particularly in relation to the concept of timepreference that
constitutes essential basis for TVM in conventional finance.Design/methodology/approach — This study undertakes
a library research where the literature on Islamicjurisprudence in the area of Islamic financial transactions as well as
Islamic economics, both in Arabic andEnglish is reviewed critically to construct the conceptual framework of TVM
from an Islamic perspective.Findings— The findings indicate that Islam recognizes the legitimacy of the time value of
money emanatingfrom deferral (ajal) and acceleration (‘ajal) in Islamic financial transactions such as deferred sale
and bhilateralrebate (da‘ wata‘aiial) huit its annlication miist he in conformitv with snecific ailidelines laid down bv
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