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ABSTRACT

This study seeks to elucidate the critical importance of Islamic financing modes
in promoting economic development, owing to their capacity to mobilize savings
and attract a broad segment of clients who abstain from conventional financing, a
key feature of these modes is that they guarantee the direction of finance towards
the real productive sector which supports the diversification of funding sources
for economic institutions. Indeed, economic development is an interconnected
process that cannot be achieved by a single mechanism, but rather, it is the result
of joint cooperation and the functional integration between financial institutions
and various economic sectors, the core of this integrated system is led by the
capital market, the banking sector, and the foreign trade sector.

To achieve the objective of this study, a descriptive methodology was adopted.
After examining the variables of the subject, the study concluded several findings,
the most important of which is that Islamic finance in Algeria is witnessing
notable growth and possesses the capability and potential to contribute to
achieving the optimal allocation of resources, however, the banking sector in
Algeria still relies heavily on sale and lease-based modes of financing, specifically
Murabaha, Salam, and [jarah. During the study period, the average share of these
modes of financing reached 94% of total financing, at the expense of equity-based
partnership which did not exceed a 6%. This disparity highlights the necessity of
expanding the application of Musharakah and Mudarabah, given their greater
effectiveness in achieving economic development goals. Furthermore, the study
recommended expanding the issuance of Islamic Sukuk to enhance the efficiency
of the capital market in Algeria and effectively contribute to financing economic
development.

Keywords: Islamic finance modes, economic development, capital market,

banking Sector, foreign Trade.
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- Fathima Sahara, M. H, Nathira Jahan, S., Comparative Study between Murabaha
and Conventional and Finance Pratictises in Sri Lanka, 6 International symposium,
2019, pp72-73
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Banking, vol7, n5, 2017, p51.
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4 Joni Tamkin Borhan, Istisna’ in Islamic Banking: Concept and Application Journal Syariah, vol10, n2, 2002,
pl04.
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! Nada Zuhair al-feel, Manufacture contract ISTISNA’A, Concept, Importance, &Risk, Humanities & Social
Sciences Reviews, Vol 7, No 5, 2019, p1046. https://doi.org/10.18510/hssr.2019.75139.

2 Lahsasna, Ahcene et al, Forward Ijarah Sukuk: Concept, Issuance Structuring and General Governing rules, in
forward lease sukuk in Islamic capital markets, Palgrave Macmillan cham, p121. https://doi.org/10.1007/978-3-
319-94262-9 6
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Perspective, International Journal of Management and Applied Research,2019, Vol.6, No.4, p264.
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