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ABSTRACT

This study aims to clarify the meaning of takaful and its legitimacy from the Islamic
perspective. In addition, the researcher also aims to explain capital protection
methodologies of takaful, as well as to differentiate between capital protection and
capital guarantee. Moreover, the research also analyses the capital protection
methodology as practiced by the Yemen Islamic Insurance Company in facing various
issues related to shareholder and policyholder capital with the objective to suggest
Shariah compliant investment. This topic is considered a topic that needs further
research because it is related to contemporary Islamic issues. Therefore, the researcher
will study the issue from Islamic perspective. To achieve these objectives, the
researcher depends on the inductive method to get information from related literature,
as well as the analytical method to analyse capital protection methodologies applied
by the Yemen Islamic Insurance Company. This will enable the researcher to analyse
the financial indicators relating to the performance of Takaful operators, the
underwriting process and the surplus of the company. More importantly, it also
depends on the field study to obtain required information by conducting interviews
with the related officers from the capital protection committee. The research finds that
the Yemen Islamic Insurance Company highly relies on contractual capital protection
such as mudharabah and wakalah bi al-ajri, as well as gard hasan which is followed by
re-takaful. The researcher also suggests a few recommendations at the end of this
thesis.
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