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The Problem of Liquidity Shortage in

Islamic Banks and its Legal Solutions

Rashed Mubarak Alazemi
Department of Islamic Culture, Nursing Institute, Public Authority
For Applied Education And Training, Kuwait.
E-mail: Rashed3 000@hotmail.com
Abstract:

The study aimed to address the problem of liquidity shortages
in Islamic banks and their Sharia-compliant solutions. The study
consisted of an introduction and three chapters, each with several
sections:

The first section: An introduction to the main research terms.
It consists of several sections: The first section: A definition of the
term "bank" in terms of language and terminology. The second
section: A definition of liquidity in terms of language and
terminology. The second section: International experiences in
liquidity management. It consists of several sections: The first
section: The Malaysian experience in liquidity management. The
second section: The Bahraini experience in liquidity management.
The third section: The Kuwaiti experience in liquidity
management. The fourth section: The Nigerian experience in
providing liquidity.

The third section: Repo and reverse repo agreements from the
perspective of Islamic Sharia. It consists of four sections: The first
section: Repurchase agreement (repo). The second section:
Mudaraba contracts. The third section: Borrowing from the central
bank. The fourth section: Islamic sukuk, such as investment
sukuk, as a solution to the problem of liquidity shortages in
Islamic banks. Then, it concludes with a list of sources and
references.

The most important findings of the research are:

1. Proper liquidity management is essential, and here lies the
importance of balancing the liquidity ratio required to meet
obligations and investing a portion of it to generate profit.
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2. Repo agreements are prohibited because they are, in
essence, an illusory sale and purchase. Furthermore, there is
consensus among scholars that a loan that includes a conditional
interest for the lender is prohibited, as is the case with debt
interest. A loan conditional on a benefit for the lender is also
covered by this ruling.

3. The Malaysian experiment in mudarabah is considered a
successful one, and it would be desirable if it were generalized and
utilized.

4. Among the proposed alternatives for implementing the
function of last resort for Islamic banks are the following:

A. The central bank providing financing based on mudarabah
financing.

B. The central bank entering into a financing partnership in
specific operations or projects.

C. A joint liquidity fund.

5. The Mudaraba contract is considered a financing method
compatible with Islamic Sharia principles, provided the contract
does not violate the terms and conditions of the sale.

At the end of the research, the researcher also recommends
some of the most beneficial and useful aspects, such as:

1. The necessity of establishing an Islamic financial market
under a global Islamic body, with the participation of all Islamic
countries, to contribute to strengthening the Islamic financial
market.

2. Islamic institutions and banks must follow balanced
liquidity management and have a clear, systematic plan.

3. Banks must adopt an effective strategy, and this strategy
must be comprehensive in managing liquidity and any problems
that may arise from it, such as shortages, particularly in assets and
liability liquidity management.

Keywords: Liquidity Shortage, Islamic Banks, Finance,
Islamic Law, Global Economy
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