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Executive Summary

According to the law of the Islamic Banks no.33 of 2003, Boubyan Bank became the first established Islamic bank in Kuwait. By Amiri Decree no.88 concerning the practice of all banks, Boubyan Bank was created as a Shareholding Company of the Kuwaiti Public on September 2004. The Bank was to practice banking, financial, and commercial activities in compliance with the Noble Islamic Sharia provisions. The shares of the bank have been listed in the Kuwait Stock Exchange Market. The Bank has enabled promotion of the Islamic culture has it operates on truth, transparency, and integrity. The success story of the bank is one of the entrepreneurship examples that is based on sets of bases and strategies. One of the primary plans is the assessment of the business approach and its right path location and the reinforcement of the role and status of the bank in the banking market. 


Boubyan bank provides exclusive and unique banking services and products among the first to be introduced to the Kuwaiti market making it be ranked as the prestigious private sector institutions in Kuwaiti. The business model of Boubyan Bank is guided and through creativity and innovation which are reinforced through the digital and electronic system of banking. The bank’s mission is the achievement of excellence in whatever they do. The bank is focused to achieving their mission through; having an always customer focus, enhancing teamwork to exceed individual expectations and maintenance of highest integrity and professionalism standards and fostering of creativity and innovation in their products and services. The mission statement of the bank states that they are inspired to become among the top five Islamic Banks worldwide. 

Boubyan Bank offers a variety of services in the banking sector. The Deputy CEO of the bank Mr. Abdulla Al-Tuwaijri stated how the bank had made remarkable growth in the recent past in the development of small projects that have much helped the youth. The business banking solutions of the bank have offered a response to the demands of the youth. The business banking manager Mr. Zaid Rashid Al Sadoun has expressed that the business banking services were designed to be solutions to smart banking that are aimed at understanding the business needs. The bank offers a variety of functions under different management. Other than Business Banking, the bank provides Personal, Platinum, Private Banking, Corporate Banking, and Social Responsibility. 


The services of the bank are the best that a customer can need. From the analysis of the services offered by the bank, it is a customer-oriented bank hence people should invest in the bank. The functions of business banking allow businesses to manage their accounts and be able to submit requests and review their account details alongside balance checks. The functions of the bank have been coupled with the new design of business credit cards. Ebook services, a mobile app-based payment has become one of the advances in business banking services.


Introduction

For a very long time now, Kuwait has acted as a home for Islamic banking industry with the share of the market for the local Islamic banks growing from 23% to 39% of banking system assets in 2005 and 2014 respectively (McMillen, 2012). The banks are operating according to the sharia principles which are accepted by the Central Bank of Kuwait. Among the banks following the sharia principles include the KFH, Kuwait International Bank, Boubyan Bank, AUB and the Warba Bank. This paper will focus on the Boubyan Bank and fixed deposit as one of its products. In one instance, the Boubyan Bank CEO Adel Al Majed said that they are optimistic because all the indicators on the ground show a growing demand for the Islamic banking and financial products and services. He says that the products are becoming popular not only to the non-Muslims but to everyone as they do focus only on the sharia but on the services and products they offer to the clients. The Boubyan bank has added to its functions the fixed deposit opening service which is done through the Boubyan app. It is a new digital service which has been introduced recently. The service gives the customers the opportunity to issue and manage a fixed sharia-compliant Wekala or Mudarabah based deposit through the banks' app eliminating the need to visit the branch. The service is an easy one and convenient. It is made available and accessible for 24hours in a day and seven days in a week. The customers can issue a fixed deposit of their choice. However, there is an expected amount or minimum required of each customer to deposit and the duration of time for each deposit is also limited. 


Comparative analysis

Various groups of individuals are eligible for this offer. The fixed deposit opening which is done through the Boubyan app is made available and accessible for individual customers including; normal, one, private, platinum and click which comprise of customers that are of 21 years and above. Customers can decide to open both the Wekala and Mudarabah deposits through their accounts using the Boubyan app. There are various Wekala deposits one can begin, and they include; Wekala, Al Mona, Al Jana, Al Jana plus and Al Hana. Mudarabah deposits, on the other hand, allow one to open one type of deposit which is the Sama deposit.


Wekala deposits

Wekala deposit is one of the fixed deposits the Boubyan bank of Kuwait offers its customers. The Wekala deposits allow the individuals to benefit from the expected in advance profitable returns. The main benefits people get from this type of fixed deposit can be summarized as follows; the flexibility of the terms and conditions options which start from seven days. This means that the customers have seven days to decide what they want to do. Correct what they have done wrong within the period of the seven days.  The second benefit customers get from this deposit is that they could get their returns in advance. This means that in case of an urgent problem, customers are guaranteed to get their returns before the agreed time. Other benefits include; free SMS services, a variety of variable options for the automatic renewal, a number 1820082 is given so that one can call in case they need more details, a free online banking service which acts as a guide to monitor and manage the customer's account, and lastly is that the deposits are available in KD as well as other major foreign currencies.


The Wekala deposits by the customers are invested by the bank to make profits. The bank which is the customer's Wakil or agent will invest the funds in Sharia-compliant investment and endeavor to secure the investment opportunities on behalf of the customer or instead of a client (Lewis & Algaoud, 2001). The bank does this to ensure that the client’s money is in the right hands. The bank, which has been empowered by the clients shall look for personal portfolios in which the funds will be invested, and all actions that will lead to mutual benefits will be taken. These actions will include making decisions on specific areas of investments, a proper portfolio to invest in, and decisions on mixing the fixed deposit funds with the bank's money or the third parties funds. It will be the banks' responsibility to make that the project they are investing in the clients' money should yield returns not less than the agreed rates. The clients are given the profits while the bank will only take the portion more than the price mentioned above as a motivation fee.

Furthermore, the depositors are entitled to a refund of the principal amount of the money deposited and the profits at that time in case the bank decides to terminate the client's deposits before its expiry of the terms agreed upon. In cases where there is a loss, the client has to bear its share of the same. Nevertheless, there are certain conditions which apply to all other Wekala deposits that have to be met before agreeing on such terms and they include; 

The depositors have to receive a deposit statement from the Boubyan Bank as evidence containing particulars of the deposit in details when so requested by the customer. The essential condition which is used when deciding which client shall or shall not be entitled to ask for termination of the deposit before the expiry date is the agreed deposit term. The Boubyan bank has to intervene and give the consent before the acceptance of the completion of the deposit is allowed. In normal situations, the amount deposited and the profits earned are supposed to fall due to the client upon the agreed maturity date. The term of the deposit shall be renewed with similar conditions unless a written instruction, which is different from that of the depositor is received by the bank at least two business day preceding to the maturity period of the deposits.

Al Mona (Growing Deposit)

This one of the Wekala investment deposits and all the conditions that apply to the Wekala deposits apply to it as well. In this type of collateral, customers can deposit their money into their deposits before the maturity period with only one condition that the amount being added is at minimum KD 1,000. The combined amount should multiply to add to the existing deposit amount but should not exceed KD 100,000. This is the banks rule towards the adequate procedures for the category of deposits. 


Al Jana (Divided Deposit)

The deposit is founded on the terms as mentioned earlier of the Wekala investment deposit. It is called Al Jana deposit because its deposit is divided into various categories. The deposits allow for some part of it to be retained in the bank account after its withdrawal. Customers are allowed to withdraw amounts from the deposit before its maturity period as long as the value in the deposit is at least KD 10,000 and at most KD 100,000. This according to the banks' guidelines and acceptable procedures for the category of the deposits. 


Al Hana 

Al Hana unlike the Al Mona and Al Jana deposit is a long-term deposit which is based on Wekala with its tenure ranging from a year to five years. Reconciliation is done before returning the principal to the clients in cases where there is a difference between the required profit rate during the time of booking and the actual profit earned upon the maturity date of the deposit. Benefits are supposed to be distributed on a monthly basis and in situations where the distribution of the interest fall on the bank holiday, then the gain should be allocated on the following working day. The returns of the amount withdrawn early before the maturity date is treated differently basing on the time the withdrawal is made. For instance, given that the depositor has made a withdrawal before six months of the maturity period, the returns will only include the principal amount. Suppose the withdrawal is made six to eighteen months earlier, the performances should consist of the principal amount plus 25% of the profits distributed for the investment period. The trend goes on like that for every withdrawal done six months early. 


Mudarabah deposit/ Sama deposit

In this kind of deposit, the Boubyan bank has the responsibility of investing the depositors' funds on a Mudarabah Mutlaqah basis. The depositor who in this case is a mudarib partner authorizes the bank to have the freedom to do all that it sees fit that will help in achieving the common interest. The actions taken by the bank include; determining the methods of investment, areas of investment, mixing of the depositors’ funds with the third party’s funds or the money in the bank, lastly is the inclusion of the bank's position. When the customers deposit their money, they give the bank all the responsibility to invest the money either fully or partially in Mudarabah businesses in a way that it sees fit for both the parties (Al Monayea, 2012). In the contract between the Mudarabah and the bank, it is considered that the credit balance that is allocated for investment should be the customer's capital. At the end of every contract made between the bank and Mudarabah, the bank must earn a certain percentage of profit as agreed by the two parties; the client and the bank. The clients are supposed to bear their share of loss to their capital invested in Mudarabah given a situation of an injury. If the funds were spent partially, the remaining balance on the account that was not allocated for any investment deal is considered as Qardth Hassan from the customer to the bank. Sometimes, the bank might agree to terminate the deposit before its due time or instead of the agreed time. In such a situation, the clients are refunded their principal amount without any profits.


Limitations of the product (Fixed deposit)

In as much as the fixed deposit can be said to be helping the Boubyan bank clients, there are many risks that make this product less effective. To start with, in Mudarabah, in cases where the bank approves the termination of the deposit before its maturity time, the client will only get their principal amount less the profits it has made regardless of how much time it has been in the account. Also, for the accounts, which are dormant, it becomes so hard to transfer the funds to the saving accounts even if its maturity time has reached. Another limitation of the Mudarabah fixed deposit is that in cases of losses, the client has to bare their share of damage from the principal amount used. This is evidence that the clients have a lot to lose from this fixed deposit when instead they should be earning from it.


The Wekala deposit also has its limitation which ends up affecting the clients negatively. The Wekala deposit ensures that the clients can deposit a certain amount and earn a certain amount of profits within the agreed period of time. However, the deposit can be renewed or extended for the same period unless a written instruction is received by the bank from the depositor two days before the maturity date. This inconveniences the customers who might have wanted to withdraw their deposits and earn their profits. Also, the bank has the authority to terminate the deposit before the maturity period, and the clients won't receive any profits in such cases. Banks also have powers to freeze all or part of the deposit as required by the legal law especially in cases where there is doubt concerning money laundering transactions. Banks need the customers to provide security and, in such cases, the clients have no option but give the bank the power to deduct debit balances from their accounts. Banks can decide to merge the clients' accounts as well as freeze them until the customers have paid all their liabilities.

Moreover, the Wekala deposit requires that the customer shall commit to every obligation and condition they agreed on. However, customers have no rights to ask for cancellation of the deposit before maturity date except with the Boubyan bank approval. Lastly, in situations where the customer's account has been dormant, money cannot be transferred to it upon its maturity.

Recommendations

Boubyan bank offers many other products apart from the fixed deposit and among them include the credit cards. I think credit cards are the best product the bank is providing its clients since it was done through the internet in the comfort of one's home and also it costs nothing to apply for the card. The process of issuance of the credit card is digitalized and was introduced by the Boubyan Bank as the first bank in Kuwait. The customers can request for the credit card through the Boubyan internet banking via the digital signature verified by the public authority for civil information (PACI). The Boubyan internet allows the customers with a salary account to quickly and conveniently to request for the product 24/7 without going to the branch. Apart from the product costing the customers nothing during the request process, the bank also delivers the product to its customers through courier services, and this makes it the best product offered. It is free and involves simple procedures to get it. It also serves almost everyone at the working age because they must have a salary account.
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