Table 1.1 U.S. Conventional Mortgage and Refinancing Applications,

2002 and 2008

Year
Mortgage Type 2002 2003 Total
Conventional
Number 4,522,973 5,508,469 10,026,442
Percentage
within year 30.1 24.1 26.5
Refinance
Number 10,480,495 17,286,896 27,767,391
Percentage
within year 69.9 75.9 73.5
Total 15,003,468 22,790,365 37,793,833

Source: Author’s compilation from Home Mortgage Disclosure Act data.



TABLE 2.1 Comparison of Home Finance Contractual Forms

Form Contractual Type

Terms

Conventional Interest-bearing loan

mortgage

Murabaha Cost-plus

ljara Lease

Diminishing Partnership
musharaka

Borrower pays the principal plus
interest each month according to
an amortization schedule.
Payment amount stays con-
stant, but an increasing propor-
tion of the payment is put
toward the principal of the
loan over time.

Borrower pays a preset and un-
changing fraction of the total
loan amount (“principal”) plus
a preset and unchanging markup
each month (“fee”).

Borrower pays the principal plus
a portion of the fair market rent
of the property determined by
the borrower’s share of own-
ership, which increases with
each monthly payment, thereby
decreasing the portion of the
rent paid to the lender.

Borrower and lender enter into
a corporate partnership that
owns the property. Borrower
buys out the lender’s shares
in the partnership over time
(“ownership payment” or
“acquisition payment,”
structurally similar to
principal) plus a “profit
payment” to the lender as
an administrative fee
(structurally similar to an
interest payment).

Source: Author’s compilation.



TABLE 2.2 Comparing Mortgage and Mortgage-Replacement Product Payments: A Hypothetical Example

Payment 1 Payment 2 Interest. Rent
Interest or Total Interest or Total Total Interest, or Profit as a
Principal  Interest =~ Monthly Principal  Interest  Monthly Total Rent, or Profit Percentage
Payment Alternative Payment Payment Alternative Payment  Repaid Payment of Principal
Conventional
mortgage $448.95  $500.00 $948.95 $450.82  $498.13 $948.95 $170,811.63  $50,811.63 492.3
Ijara mortgage 346.78 800.00 1,146.78 349.09 797.69 1,146.78 206,421.27 86,421.27 72.0
Diminishing
musharaka
mortgage 448.95 500.00 948.95 450.82 498.13 948.95 170,811.63 50,811.63 42.3

Source: Author’s compilation.

Note: First two payments and payment summary for a $150,000 (U.S. dollars) house purchased with 20 percent down payment (loan amount =
$120,000) for a fifteen-year term of loan or contract. Conventional mortgage interest rate = 5 percent; ijara monthly rent = $1,000; diminishing
musharaka profit payment = 5 percent (market estimates from June 2005). Note that the payment structure and summaries for the ijara contract are
equivalent to those for a conventional fifteen-year fixed-rate mortgage at 8 percent.



FIGURE 8.1 ljara’s Ijara Model

1. Borrower’s share of the
house (20 percent) at month 1.

2a. Fraction of rent based
on borrower’s fraction of
ownership: At month 1,

borrower pays 20 percent
of fair market rent to self.

*
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3. If borrower applies this rental
payment to the principal, then
the contract resembles the
medieval vif-gage; the “fruits” of
the property (its rental value) are
being used to pay down the debt.
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4. At month 2, borrower owns more

of the house, and so pays less rent to
the lender and more rent to self.

2b. Fraction of rent
based on lender’s
fraction of ownership
(return on capital): At
month 1, borrower
pays lender 80 percent
of fair market rent.

LENDER

2c¢. Preset principal
payment (return of
capital): Borrower pays

for a fraction of ownership
in the property.

Source: Author’s compilation.



FIGURE 3.2 Searchlight’s Diminishing Musharaka Model

1. Borrower’s
share of the LLC
(20 percent) at month 1. OWNS

3) At month 2,
borrower owns
more of the LLC.

LLC

2a. Acquisition payment:
Borrower pays for a fraction
of ownership in the LLC that
owns the property.

2b. Profit Payment: Borrower

BORROWER pays an admlnlstratlve fee
representing the lender’s profit

from the partnership.

Source: Author’s compilation.



TABLE 3.1 Ijara’s Mortgage Replacement Versus Medieval Gages

Ijara Vif-Gage = Mortgage

Status of property Alive Alive Dead
to lender (for
gages) or company or
co-owner (for [jara)

Status of property Alive Alive Dead, especially
to borrower (for if borrower
gages) or client or defaults
co-owner (for [jara)

Yield pays down Yes, if the client or Yes No
the debt? co-owner uses client’s

share of the rent to
malke principal payments

No, from the point of
view of the company or
co-owner

Source: Author’s compilation.
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FIGURE 4.2 Mortgage Applicants by Income, 2002 and 2003
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FIGURE 4.3 Lender, Gender, and Income, 2002 and 2003
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TABLE 4.1 Islamic Loan Activity by State, 2002 and 2003
ljara Searchlight

2002 2003 2002 2003
Alabama 0% 0.1% 0% 0%
Arizona 0 1 0 0
Arkansas 0 0.6 0 0
California 12 12 0 7
Colorado 1 0.8 0 0
Connecticut 0.6 2 0 0
D.C. [0) 2 62 19
Florida 5 6 0 11
Georgia 4 7 0 0
[linois 13 4 8 26
Indiana 1 1 0 0
Towa 0.6 0.4 0 0
Kansas 0 0.3 0 0
Kentucky 0.8 0.8 0 0
Louisiana 0 0.4 0 0
Maryland 3 1 10 4
Massachusetts 1 4 0 0
Michigan 16 9 0 7
Minnesota 8 2 0 0
Missouri 0.8 2 0 0
Nebraska 0 0.1 0 0
Nevada 0.8 0 0 0
New Jersey 1 7 19 14
New York 0 0 0 3
North Carolina 1 3 0 0
Ohio 1 1 (0] 1
Oklahoma 1 0.6 0 0
Oregon 0.8 1 0 0
Pennsylvania 0 0.1 0 4
South Carolina 0 0.8 0 0
Tennessee 0 3 0 0
Texas 23 18 0 0
Virginia 0 0.1 0.6 0.6
‘Washington 1 3 0 0
Data not available 3 6 0 3

Source: Author’s compilation.

Note: According to HMDA data, no Islamic mortgages were taken out in 2002 or 2003 in
the following states: Alaska, Delaware, Hawaii, Idaho, Maine, Mississippi, Montana,
New Hampshire, New Mexico, North Dakota, Rhode Island, South Dakota, Utah, Ver-
mont, West Virginia, Wisconsin, Wyoming.



TABLE 4.2 Loan Type by Lender, 2002 and 2003

Year and Loan
Type

Number of Loans (Percentage Within Lender)

All U.S. Lenders

ljara

Searchlight

2002
Conventional
loans
Refinancing
loans
Total

2008
Conventional
loans
Refinancing
loans
Total

2002 and 2003
Conventional
loans
Refinancing
loans
Total

4,522,973 (30.1%)
10,480,495 (69.9)

15,003,468

5,503,469 (24.1)
17,286,896 (75.9)

22,790,365

10,026,442 (26.5)
27,767,391 (73.5)

37,793,833

162 (73.6%)
58 (26.4)

220

415 (61.6)
259 (38.4)

674

577 (64.5)
317 (85.5)

894

25 (20.2%)
99 (79.8)

124

500 (33.6)
989 (66.4)

1,489

525 (32.5)
1,088 (67.5)

1,613

Source: Author’s compilation.



TABLE 4.3 Lender by Gender, 2002 and 2003
Gender (Percentage Within Lender)

Lender Female Male Joint Total
[jara 34 (3.8%) 847 (38.8%) 513 (57.4%) 894
Searchlight 120 (7.4 1,202 (74-.5) 291 (18.0) 1,613

Total Ijara and 154 (6.1) 1,549 (61.8) 804 (32.1) 2,507
Searchlight

ANl U.S. 7,788,284 (20.5) 9,861,181 (26.1) 20,194,368 (53.4) 37,793,833
lenders

Source: Author’s compilation.



TABLE 4.4 Lender by Race, 2002 and 2003

Alaska Native Asian or Mixed- Other

or American Pacific Race or
Lender Indian Islander Black Hispanic White Couple NA
Ijara 1% 36.5% 4.0% 0% 26.1% 1.9% 31.4%
Searchlight 0 55.7 8.2 5 14.3 1.5 19.8
Total 0 49.2 6.7 .3 18.4 1.6 28.8

Source: Author’s compilation.



TABLE 4.5 Lender by Income, 2002 and 2003
Income Category by Percentage of Median Income (Percentage Within Lender)

Less Than 50 to 80 to 100 to 120 Percent Total

Lender 50 Percent 79 Percent 99 Percent 119 Percent or More
[jara 59 (6.6%) 158 (17.7%) 140 (15.7%) 158 (17.7%) 379 (42.4%) 894
Searchlight 206 (12.8) 380 (23.6) 260 (16.1) 244 (15.1) 523 (32.4) 1,613
Total Ijara

and

Searchlight 265 (10.6) 538 (21.5) 400 (16.0) 402 (16.0) 902 (86.0) 2,507
AllUS. 3,319,446 7,444,360 5,162,392 4,634,132 17,283,504 37,793,833

lenders (8.8) (19.7) (18.7) (12.3) (45.6)

Source: Author’s compilation.



TABLE 4.6 Conditional Odds of Choosing One Lender over the Other,
by Gender, 2002 and 2003

Female Male Joint
ljara 0.28 0.28 1.76
Searchlight 3.52 3.46 0.57

Source: Author’s compilation.



TABLE 4.7 Conditional Odds of Choosing One Lender over the Other,
by Income, 2002 and 2003

Less Than 50 to 79 80 to 99 100 to 119 120 Percent

50 Percent Percent Percent Percent or More
Ijara 0.28 0.4:2 0.53 0.6% 0.72
Searchlight 3.5 2.4 1.8 1.5 1.3

Source: Author’s compilation.



TABLE 4.8 Loglinear Analysis Conditional (Gender X Income)
Independence Model: Goodness-of-Fit Tests

Value df Significance
Likelihood ratio 7.075 8 .529
Pearson chi-square 7.243 8 511

Source: Author’s compilation.
Model: Poisson
Design: Constant + gender X lender + income X lender



TABLE 4.9 Loglinear Analysis Conditional (Gender X Income) Independence Model: Parameter Estimates

95 Percent Confidence Interval

Standard
Parameter Estimate Error Z Significance Lower Bound Upper Bound
Constant 3.696 .099 37.307 .000 3.502 3.891
[Gender =07 X [lender = 1] —1.866 264 —7.078 .000 —2.382 —1.349
[Gender = 0] X [lender = 27 —.856 152 —5.650 .000 —1.154 —.559
[Gender = 17 X [lender = 1] 501 .188 3.621 .000 .230 778
[Gender = 17 X [lender = 27 1.533 091 16.793 .000 1.354 1.711
[Gender =27 X [lender = 1] 749 134 5.581 .000 486 1.012
[Gender = 27 X [lender = 27 o? — — — — —
[Income = 27 X [lender = 1] .000 1138 .000 1.000 —.221 221
[Income = 27 X [lender = 2] 448 .082 5.400 .000 .282 .604
[Income = 87 X [lender = 1] —-.121 116 —1.042 297 —.348 107
[Income = 387 X [lender = 2] .064 .089 713 476 —.111 .238
[Income =47 X [lender = 1] 0? — — — — —
[Income = 47 X [lender = 2] o? — — — — —

Source: Author’s compilation.
Model: Poisson

Design: Constant + gender X lender + income X lender
Notes: Lender 1 = Ijara; lender 2 = Searchlight; gender 0 = female; gender 1 = male; gender 2 = joint.
aSet to zero because it is redundant.



TABLE 4.10 Logistic Regression Analysis of Lender Choice

95.0 Percent

Confidence
Interval for Exp(B)
B Standard Error Wald df Significance Exp(B) Lower Upper
Step 17
Gender 273.542 2 .000
Gender(l) .102 .220 214 1 .643 1.107 719 1.705
Gender(Q) —1.599 SOO% 50.884 1 .000 .202 .130 314
Constant 1.296 210 38.254 1 .000 3.655
Step 2P
Gender 256.120 2 .000
Gender(l) .161 222 524 1 469 1.174 760 1.814
Gender(Q) —1.509 227 44.074 1 .000 221 142 345
IncCategory 10.633 4 0381
IncCategory(1) 476 194 6.059 1 014 1.610 1.102 2.353
IncCategory(2) 290 189 4.370 1 087 1.336 1.018 1.754
IncCategory(3) 097 149 429 1 518 1.102 823 1.476
IncCategory(4) -.056 146 149 1 700 945 710 1.259
Constant 1.120 225 24.679 1 .000 3.063

Source: Author’s compilation.

2 Variable(s) entered on step 1: gender.

b Variable(s) entered on step 2: IncCategory.
Gender (1) = Male
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