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Abstract

The Islamic banks’ activity in practice indicates a failure in overcoming
the crisis of short term financing method which is more beneficial and less risky,
as well as of the excessive liquidity ratio. Furthermore, social profitability
indicators are showing that the social factor is nearly absent.

On the other hand, Islamic Banks are operating in an environment which
Is unfavorable for their activities and principals, more particularly, because the
Central Bank deals with such institutions without distinction as traditional
banks, in matter of exercising monetary policy, in addition to difficulties that
these latter face when an investment is needed (Last resort loaning disabled), as
well as the fact that most of the governments of Islamic countries do not provide
a suitable working environment which allows diversity in investment in a way to
contribute in the participation of these banks to the financing development
investments which are displayed in the government’s budget balance. It should
also be noted that governments lack cooperative methods and monetary
exchange between banks suffering from excessive liquidity and those with
liquidity deficit.

Such circumstances are seriously affecting the Islamic banks’ activity and
limiting a large number of their development plans, consequently, a re-
construction of a healthy working environment must be thought of with great
care and attention so that they can access the field of investment and
development and, hence, meet their goals.

The purpose of this study is to highlight such subject through clarification
of the significant role played by cash markets, especially regarding the effort of
making the medium and long-term financing available. It also studies the
possibility of acquiring new development status for Islamic banks by investing
in those markets.

This study also tackles other important issues related to the Islamic banks’
activity like their relationship with the Central Bank, or finding new sources to
get rid of its excessive liquidity, by means of participation in financing the
government balance.

Keywords: Islamic banks, Financial Markets, Investment, Development,
Central Bank, government balance.
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