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[ Abstract ]

Islamic finance refers to the provision of financial services in accordance with Islamic

law and its principles and rules, and Sharia prohibits charging usury (interest), gharar,
gambling, short selling or financing activities that it considers harmful to society. Through
Murabaha, Istisna’a, Musharaka, Salam and other various financing forms, Islamic banking

differs from traditional banking in several ways.

Profit-sharing investment where the account holder gets a return that is determined
later according to the profitability of the banks. On the asset side, Islamic banks use a number
of contracts such as sales with a profit margin, leasing, profit and loss sharing and fee-based
services. Islamic financing operations create a unique set of risks, in addition to the usual risks
that accompany banking activities such as credit, market, liquidity, operational and legal risks.
The Islamic Bank has a relationship with the Central Bank, as the latter has authority over the
Islamic Bank in terms of supervising investment and financing operations. Islamic finance
witnesses that relationship between it and the financial sector, as the Islamic financial system
equalizes between the real sector and the financial sector in all its financial transactions that
are based on a real asset that exists or exists afterwards, which is also completely different
from the relationship of the financial system with traditional finance.

Keywords: Islamic finance, financing formulas, financial stability, the financial sector,

Islamic banking, non-interest.
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