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Suggest to mitigate the moral hazards of the Mudaraba

financing contract in Islamic banks

Dr. Mustafa Mahmoud Abdel Salam
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University, Kingdom of Saudi Arabia

Abstract:

This study aims to propose a proposed vision to mitigate the moral hazards
of the Modaraba financing formula, and seeks through it to understand the
factors affecting this type of financing in order to propose solutions for its
development, as Islamic banks have focused their investments on debt financing
formulas, despite the fact that Islamic economics and Islamic banking have
produced a multiplicity of other financing methods and formulas such as
Mosharaka and Modaraba. In light of the majority of Islamic banks turning
away from financing through Mosharaka and Modaraba formulas, the
importance of this research comes from the fact that it provides solutions to
mitigate the risks resulting from the moral hazards in following the Modaraba
formula in Islamic banks, which is one of the main reasons for Islamic banks
turning away from applying it, and the research reached a proposed formula

to avoid these risks
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