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Abstract:

The current global economic and financial crisis proved again the fragility of capitalism
which is mainly featured by an interest-based conventional banking system. The problem
of the recent subprime mortgage in the United States of America has developed into a severe
crisisthat emerged 2008in the form of successive shocks in many major financial
institutionsincluding banks, insurance companies, and investment funds. The crisis had
devastating impact on foundations of the global financial and economic system. Alternative
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financial framework namely the Islamic financial system was introduced to contain the crisis
given the latter's ability to cope with financial crises and withstand economic shocks.
Accordingly, the aim of this paper is to highlight the importance of ISlamic

financewhich is based ondiverse participationassociated with the
movement of the real economy in order to reducethe negative impact of
the economic crisis.

Keywords: Islamic financial institutions, Islamic financing mechanisms, the
current economic crisis, Financial derivatives, Qubprime.
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55 Mizuho Financial
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