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ABSTRACT:

The current global economic and financial crisis proved again the fragility of capitalism which is
mainly featured by an interest-based conventional banking system. The problem of the recent subprime
mortgage in the United States of America has developed into a severe crisis that emerged 2008 in the form
of successive shocks in many major financial institutions including banks, insurance companies, and
investment funds. The crisis had devastating impact on foundations of the global financial and economic
system. Alternative financial framework namely the Islamic financial system was introduced to contain the
crisis given the latter's ability to cope with financial crises and withstand economic shocks.

Accordingly, the aim of this paper is to highlight the importance of Islamic finance which is based
on diverse participation associated with the movement of the real economy in order to reduce the negative
impact of the economic crisis.

Keywords: Islamic financial institutions, Islamic financing mechanisms, the current economic crisis,
Financial derivatives, Subprime.
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Saudi Arabia Kuwart UAE Qatar Bahran  Bahrain off-shere Jordan Turkey Malaysia All Banks
] CB 1B CB 1B CB B CB 1B CB B CB 1B CB 1B CB 1B CB 1B CB
2008-2007 20° 311 465 823 11 57 235 34 160 77922928 201t 64 457319 26 100 837 341
2009-2007 01 192 783 601 422* 76 56 384 AN8* 717 1975 1297 NEERREME 19 06 392 174 479" 134
Avg (2008-2009) -2007 09® 252 624 M2 206 -0 1467 M9 639 -27 10837 2378 | 249® 70 13" -163 183 141 281 234
Number of banks (Max) 20 9.0 20 6.0 50 140 20 60 50 60 90 100 20 M0 40 120 60 80 370 830
Number of banks (Min) 20 90 20 6.0 40 140 20 6.0 50 60 90 9.0 200 10 40 120 60 0 {0 810
(26) Gaasd paa o 5k
Saudi Arabia Kuwait UAE Qatar Bahrain  Bahrain off-shore Jordan Turkey Malaysia All Banks
1B CB B CB 1B CB 1B CB 1B CB_IB CB 1B CB 1B CB 1B CB 1B CB
2008-2007 269 289 180 163 395 381 690 482 31 157 106 00 [EEEEEEEN 15 03 90 26 254410
2009-2008 SRS 198 15 43 46 [N 23 59 14T™ 404 | 515 09 BAT 01 206" T4 144" 16
2009-2007 B7 20 309 183 M4 49 917" 461 479 23 X7 154 IS ™ 125 404 09 [325% 95 [407* 190
Change (200908 and 2008-07) |-17.3 " -30.7 18 -148 351 335 BAH 446 M9 98 41 -122 897 -5 (316" D8 115 48 -110 156
Number of banks (Max) 20 9.0 20 60 50 140 20 60 50 60 70 9.0 200 10 40 120 50 80 340 810
Number of banks (Min) 20 9.0 20 6.0 50 140 20 50 50 60 70 8.0 200 10 40 120 50 60 40 770
() 4880 Jo¥l ok
Saudi Arabia Kuwait UAE Qatar Bahrain  Bahrain off-shore Jordan Turkey Malaysia All Banks
1B CB 1B CB 1B CB 1B CB 1B CB_IB CB 1B CB 1B CB 1B CB 1B CB
2008-2007 279 08 MIE0SNN38 177 204 483 378 351" 54 186" -118 258 75 18 38 194 22 208" 12
2009-2008 41 36 367 -36 56 76 |G 58 05 48" -176 70" 55 4™ 91 81 712 96* 48
2009-2007 N9 A7 22D 19 302 [784* 543 436 56 196" 268  468* 135 355 50 423* 49 8™ 126
Change (200908 and 2008-07) -238 -172  -144 75 121 -128  -274  -261 292 49 137 58 48 20 [315% 128 A4 95 11+ 24
Number of banks (Max) 20 9.0 20 6.0 50 140 20 60 50 60 90 10.0 20 10 40 120 60 80 80 370
Number of banks (Min) 20 9.0 20 6.0 40 140 20 50 50 60 80 100 200 "0 40 120 60 60 80 370

2010 Jo9.5 i Olasd iy D Gy 340 B k) 0
Saudi Arabia Kuwait UAE Qatar Bahran  Bahrain off-shore Jordan Turkey Malaysia All Banks
1B CB 1B CB 1B CB 1B CB 1B CB_IB CB 1B CB 1B CB 1B CB 1B CB

Pre-Sept.08- April 9, 2010 0 0 0 255 606 * 61 0 0 0 0 0 m 0 =1 -3 -39 na 0 145 288
Number of Banks 10 8.0 20 6.0 40 100 10 40 10 40 10 40 10 40 40 100 00 40 160 530

source: maher hasan and jemma drid, the Effects of the Global crisis on islamic and conventional banks: A Comparative Study, IMF Working Paper
International MOnetary Fund, September 2010, P 23.
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Source: Islamic Development Bank & Islamic Research, op cit, p.32.
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! René Ricol, Rapport sur la crise financiére, La Documentation frangaise, (septembre 2008) p. 26
<http://lesrapports.ladocumentationfrancaise. fi/BRP/084000587/0000.pdf >)
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4. Randall Dodd, "Subprime: Tentacles of a Crisis", Finance & Development, A Quarterly Magazine IMF, December 2007, Vol. 44, Number 4.
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