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Abstract

Risks of Financing Forms in the Islamic Banks Operating in Southern
West Bank and How to Approach them from a Legal Perspective

The advancement of the Islamic banking sector worldwide and its work
within more competitive and complex environments that do not consider the
nature of its work has augmented the risks that may face this sector. For that
reason, risks that face Islamic baking work are key issues. This research aims at
shedding the light on the risks that face the Islamic banking sector, the interest of
Islamic banks in managing such risks, their compliance with laws and
regulations, the appropriateness of the banking environment in Palestine for
Islamic banking, the nature of Islamic banking work, and the obstacles and risks
facing these banks.

The study used the analytical descriptive methodology, and depended on the
questionnaire as a main tool to gather the research-relevant data to answer the
questions. The research community consisted of Islamic banks operating in
southern West Bank in Palestine. Additionally, the comprehensive sample was
used for all branch managers and employees of Finance Department, and a
number of employees at Risk Departments. (38) questionnaires were returned to
the researcher and the recovery rate was (90.47%). Interviews were also used to
gather the data that supports the research results. Moreover, the content of
financial statements was analyzed to highlight the reality of Islamic banking in
Palestine, in an attempt to link the ratios of balances of financing forms and the
risks that might face them.

The research results showed that Islamic banks in Palestine are exposed to a high
degree of risk that leads them to focus on sales forms at the expense of sharing,
the matter that results in a deviation from the Islamic banks’ objectives.
Additionally, banking environment in Palestine is consistent with the nature of
the work of Islamic banks; however, it does not consider the specificity of its
work.

Based on these results, the researcher has concluded to several
recommendations. To explain more, Islamic banks need to focus on real
investment, cooperate with the Monetary Authority to develop new tools that
help to reduce these risks, train the staff of Islamic banks on the principles and
foundations of Islamic transactions, and find a legitimate guide to Islamic
banking. The researcher also recommends the Monetary Authority to encourage
and direct Islamic banks to diversify into financing forms, develop models to
control of Islamic banks, and consider the nature of Islamic banking, especially
in the ratios of reserves and liquidity. Moreover, the researcher recommends that
the Judiciary Council establish banking courts, and prepare qualified judges to
deal banking-related legal issues so that they can contribute to the rapid
adjudication of banking issues.
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