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The Role of Islamic Financial Engineering In Dealing with Financial Crises

ABSTRACT

After the great aggravation of international financial crisis which was
accompanied with negative reflections on the economies of all countries with no
exceptions, politicians and economists started to think carefully about the search for
alternatives that could overcome these effects as being the result of capitalism in
particular. The Islamic system takes the lead as an alternative because it has its ways
and potentials which may repress high risk loans, face usury generating securities and
encounter real estate investment funds with presumed interests.



This study meant to show the role of Islamic financial engineering in order to
provide precautionary measures to stop and avoid the occurrence of financial and
economic crises in general and current international financial crisis in particular. This
research paper tries to identify the concept of financial engineering in general,
determine the concept of Islamic financial engineering and its characteristics
compared with its traditional theory. The paper also presents the most important
products of financial engineering industry at Islamic financial institutions. This
research paper sought to emphasize the ability of Islamic financial products to deal
with the current financial crisis due to the strength of these products and the power of
Islamic economic policies invented from Islamic Sharia which is capable of
encountering economic and financial crises. This is clearly evident in the heart of the
current international financial crisis in the case of some countries whose financial and
banking systems are Islamic through the spread of Islamic Banks and the ways of
Islamic financial engineering leading them.

The study concluded the existence of special controls for Islamic financial
engineering represented in the commitment to the Islamic controls of Sharia. The
study explained how Islamic financial engineering may provide realistic measures in
order to avoid falling in financial and economic crises through the help of Islamic
financial ways and markets. Islamic financial engineering should be a safety valve for
future financial crises.
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