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Islamic finance between the goal of achieving development sustainability and the risk
of financial crises *Al Salam Bank Case Study in the Z-Score Method*
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Abstract :

Islamic finance aims to achieve sustainable development, the latter being achieved only with
the requirement of financial stability. Our research is designed to highlight the role and importance
of Islamic finance in achieving financial stability through its distinctive characteristics and to
analyze its ability to stabilize the elements of the financial system and reduce financial turmoil. The
study considers that the adoption of the financial system's interest rate has played a hidden role in
shaping the causes of financial crises. In theory, the work has demonstrated the ability of Islamic
finance with its rules and controls to contribute to the stabilization of the financial system by
supporting both stabilization of financial asset prices and further strengthening trust among
financial institutions.

The study aimed to illustrate how Islamic funding formulas work to achieve security and
maintain the stability of financial systems, as they are based on legitimate principles and controls
that are devoid of usury. To study financial stability in Islamic banks, we used the Z-score banking
stability and safety model by applying it to Al Salam Bank Algeria.

Keywords: Islamic finance, financial stability, financial crises, z-score method.
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