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ABSTRACT

It was long- nearly forty years- since an economic system based on the principles of
the Islamic law (Shariah) is proclaimed feasible. Interest as an equivalent to Riba
(Usury) Should be substituted. Profit-sharing financial institutions have been
established. These institutions proved to be a success. Musharakat (Musharakah &
Mudarabah) and sales contracts are used as an alternative to substitute interest
(Riba) as a motivation for mobilizing funds and Savings. The process to rely on profit-
sharing system as an alternative to substitute interest took two phases: Theoretical
and practical. Islamic banking's experience spread all over the world. Conventional
banking adopted it as windows or as a full fledged subsidiaries, citi —bank and HSBC
are as an example. Central banks in Europe issued licenses to financial institutions
to open Islamic banking and work on their principles which prohibits interest. The
Islamic banking principles and modes of finance developed to reach a sophisticated
stage, i.e. Sukuk (Islamic bonds). These are used by private sector and government
sector to moblise funds and to utilize them in profitable projects. U.K. is considering
adopting Sukuk to finance its budget. Government Sukuk as practiced in Sudan
consists of Musharakah certificates (Shihama), government Investment Certificates
"GIC" (SRH), and Leasing of an object to that who sells it. Shihama is based on
Musharaka, where the government sells some of its ownership in companies to
investors and profit is distributed on pro rata basis. GIC (SRH) Mechanism based on
two arms. One arm to moblise funds through Mudaraba contract. The other arm is to
utilise funds and finance the government through Jjara (leasing), Murabaha,
Istisna a...etc. The leasing of an object to who has sold it tool, provides cash finance to
the government represented by Ministry of finance and National Economic. These
tools and Certificates proved to be non-inflationary, profitable, sovereign risk, and
are used as an open-market operations tool. Sukuk are used to finance development
and infrastructure projects, it absorbs inflation in advance as it adds to the goods and
services' side in contrast to supply of money's side in the economy stability equation.
Government Sukuk

Eltegani A.Gadir Ahmed
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