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Financial Instruments used in Islamic Banks operating in Palestine and
its role in encouraging Investment

Prepared by: Abd Almohsen Al Ja'bari

Supervisor: Dr. Azmi Al Atrash

Abstract:

This study was conducted in the period between 2011-2013. It aimed at investigating the
financial performance of the Islamic banks in Palestine so as to look at the extent to which
Islamic banks contributed to attract savings and financing investment in Palestine. It also
aimed at recognizing the evaluation of experts and specialists regarding the performance of
the banking industry of the Islamic banks in Palestine in terms of the reasons of
concentrating the operations of Islamic financing on the Murabaha; identifying the reasons
of the decline in using the other tools of Islamic financing; recognizing the effect of the
decline in using the other tools of Islamic financing on promoting investment; and
identifying the ways and mechanisms of increasing the use of other Islamic financing tools
by Islamic banks.

The researcher used the descriptive methodology in this study since the researcher
integrated two methods in conducting this study. The first one was a financial analysis for
the financial lists of the Islamic banks in Palestine during the period 2008-2011. The
financial data of the Islamic banks complied with the criteria of accredited financial
analysis in the Islamic banking industry and related them to the objectives of the
investment and development. The second was designing a questionnaire to collect the data
from primary sources. The study population included members of Shar'i censorship,
officials and employees at financing departments in the Islamic banks in Palestine,
employees at the Palestinian Monetary Authority, and academics at Palestinian
universities. This research adopted the inclusive survey approach to study the population.
105 questionnaires were distributed and 81 intact ones were sent back. The data were
statistically processed and analyzed by suing (SPSS) Program.

The results showed a limited role for the financial tools used in the Islamic banks in
Palestine towards the process of encouraging investment due to the weakness of its
contribution in mobilizing savings. In addition to the weakness of financing the productive
investment and focusing on the Murabaha with a percentage that reached (93%) in the year
2011, and using the other financial tools with limited percentages of facilitation The
results have also showed a limited role in financing the vital economical sectors, the matter
that was reflected in a limited financing for the industrial and new projects, therefore,
the weak response to the economical variations and the weakness of the contribution in
raising the ability of production by the society.

The study has proposed a number of recommendations. First, the administrations of the
Islamic banks should make more efforts to identify the tools of Islamic financing and their
integrated promotion. They should also establish specialized departments to study the
investment opportunities in the local market. Second, they should prepare a directory for
the procedures to obtain financing from the Islamic banks. Besides, they should develop



the marketing abilities of the Islamic banking cadres, and develop their specialized
faculties in risk management. Third, they should increase their capitals through a number
of actions such as bundles of motives to savers; designing promotional programs for savers
to participate in investment projects; connecting the financing case of the Islamic banking
with the priority of economic / social development through activating the community
responsibility of senior investors; participation of Shar'ia censorship board in financing
decisions; practicing influence on banks administrations to broaden the use of other
financing tools other than Murabahah; and clearer implementation for the principle of
partnership regarding profit and loss. Finally, the Palestinian Monetary Authority should
enact binding laws and legislations for Islamic banks to identify the ratios of financing
tools contribution.
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