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Monetary Policy in Islam and its Role in Reducing Crises
and the Possibility of Benefiting from it in Contemporary
Economies

Abstract

Monetary policy is one of the most important elements of the economic
policy of any country, it comes in second place in terms of importance, after the
fiscal policy, according to the philosophy underlying Islamic economics. The
research has concluded that the application of monetary policy in Islam and
adherence to the economic philosophy on which it leads to the reduction of
financial and monetary economic crises, and maintains price stability, as
monetary policy in Islam is based on automatic foundations and operates within
the general framework of Islamic economic activity determined by Islamic
Sharia. Moreover, its role in the economy is a preventive role, more specific,
less intertwined, and more effective than monetary policy in other economic
systems, as a result of the prohibition of dealing with the interest rate,
securitization of debts, future contracts, financial derivatives, and the
prohibition of hoarding, and that financial transactions are limited to real
economic transactions. In addition to the compatibility of monetary policy in
Islam with the culture of the Muslim community makes monetary policy more
effective and appropriate to work in Islamic societies.

The research also found that the weakness of the possibility of benefiting
from monetary policy in Islam in light of contemporary economies, which are
built on foundations that are incompatible with Islamic law, because how to use
this policy, its tools, and its channels of influence in light of contemporary
economies need a lot of research, and work to produce and Put it in a theoretical
framework that is easy to apply, especially in light of societies whose
economies are based on non-Islamic foundations.

Keywords: Monetary policy, economic policies, Islamic economics, Inflation,
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