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The Impact of Islamic Financing Formula Risks on Financial Stability
in Islamic Banks: A Case Study of Al Salam Bank Algeria (2014-2023)
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Abstract:

This study investigates the impact of risks associated with Islamic
financing formulas on the financial stability of Islamic banks, focusing on Al
Salam Bank Algeria from 2014 to 2023. It adopts a descriptive analytical and

quantitative approach, utilizing annual financial data, bank performance
reports,. The findings reveal a statistically significant relationship between
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financing formula risks and financial stability, with the Murabaha formula
showing the strongest positive influence on the bank’s financial indicators.
In contrast, participatory formulas like Mudaraba and Musharaka had a
weaker impact, highlighting the need for tailored risk management strategies
for such contracts. The study concludes by recommending greater
diversification of financing instruments, enhancement of human and
technical capacities, and the adoption of innovative banking policies. These
measures are essential to improve the efficiency of Islamic banking in
balancing profitability, financial stability, and compliance with Sharia
objectives.

Keywords: Islamic finance; financial stability; financing formulas; Algerian
Salam Bank.
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