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Abstract | The study has focused on the possibility of an inverse relationship between
limiting credit creation and Mudarabah. Therefore, it conducted interviews
with academic and professional experts in Islamic finance in order to
demonstrate that relationship, and its quality, as well as the objectivity of the
merits of credit reserving with regard to Mudarabah'’s deposits. The study has
found that there is a direct relationship between limiting credit creation and
the lack implementation of Mudarabah in Islamic banks in terms of reserving
part of Mudarabah’s deposits and the failure of Islamic banks to benefit from
the liquidity facilities provided on legal reserve by Central Bank in this aspect.
The study also confirmed that the reasons of credit limitation posted on
Mudarabah’s deposits are not objective, because Islamic banks have a limited
ability to generate credit, and it is not relying broadly on receiving deposits
from their clients or overdraft. In fact, most of their financing product are
related to real economic activities, in the form of non-loan commodity.
However, this function permits Mudarabah to limit credits creation in banking
system, because all its products are converting money and credit into
commodities. Furthermore, it also contributes to the activation of monetary
policies sited by central bank. Finally, in sight of Shariah regulations, Islamic
banks are not legally obliged to guarantee the funds arising from Mudarabah’s
deposits except by committing violation or offence these funds by Islamic banks.

Keywords: Mudarabah, Deposits, Reserving, Credit, Justifications.
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Date .Of Interviewees Position

Interview

01 January 11 Industry practitioner in RHB and Securities
2019 ' Commission Malaysia

07 éa;)nll;ary 1.2 Lecture in Sharia and Islamic Finance at UKM

11 January
2019 1.3 Professor at (INCEIF)

13 zlgril;al‘y 1.4 Industry practitioner and Shariah expert ILM

22 January 15 Executive director of Z-Consulting Group and former
2019 ' Dean of IBF (IUM)
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