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Abstract

Islamic banks are considered as one of the Islamic financial institutions that are
based on the principles of Islamic finance by providing numerous financial transactions
in accordance with the provisions of Islamic Sharia. These banks have various
multidimensional objectives. They rely on Islamic finance to finance the various projects
of their clients as stipulated in the principles of Islamic finance. For that reason, it uses

different forms including Murabaha, Musharaka, Istisna’a, Ijarah, Mudaraba).

Forms of financing through ownership (Mudaraba, Musharaka, Mugharsa,
Musagah) are among the formulas that receive great importance due to the equity and
economic development they achieve owing to the fact that both parties are partners in
both profit and loss. However, despite all the benefits it generates in society, financing by
Musharaka (co-financing) formula poses many risks both on the internal and external
levels. This negatively affects the bank and hinders its application of this formula, but
with the relentless work of researchers and scholars, some measures have been taken to
limit or at least reduce the impact of these risks, and help Islamic banks better apply the

Musharaka formula.

The present study deals with Al Salam Bank since it is the only bank that uses the
Musharaka formula extensively compared to other Islamic banks, by analyzing the
Musharaka formulas submitted by it, as well as analyzing the annual reports for the past
four years, in an attempt to evaluate the reality of Musharaka financing in the bank in
terms of strengths and Weaknesses. Finally, it was concluded that funding using
Musharak form suffers from a significant weakness in terms of implementation compared

to other funding forms.

Key terms: Islamic Banks, Financing by Musharaka, Al-Salam Bank, evaluating the

reality of financing, risks.
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