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Abstract

Islamic finance is a financial system predicated on the principles of Shariah (Islamic law),
which prohibits the charging of interest (Riba), encourages risk-sharing, and promotes ethical and
religiously compliant investments. This system offers a diverse range of financial instruments, such
as Murabaha (a transparent cost-plus-profit sale contract), Musharakah (an equity partnership with
profit and loss sharing), Sukuk (Islamic bonds), and Qard Hasan (benevolent, interest-free loans for
social welfare). These instruments play a significant role in global economic development,
particularly in the Middle East, Southeast Asia, and Europe. The Islamic banking sector has
demonstrated continuous growth and has gained international recognition from organizations such
as the World Bank and the Islamic Financial Services Board (IFSB). Islamic finance is instrumental
in fostering a sustainable economy, reducing inequality, and supporting ethical business practices.
Nevertheless, it faces challenges related to regulatory frameworks, integration with conventional
financial markets, and the general understanding among investors. An analysis indicates that
Islamic finance possesses high potential as an alternative to the conventional economic system.
Key principles supporting its integration include: the equitable sharing of risk, which helps mitigate
market volatility; the principle of real asset-backed investment, which prevents financial bubbles;
and a consideration for social and environmental impacts, aligning with Sustainable Development
Goals. Critical development mechanisms consist of establishing a legal infrastructure to
accommodate Islamic financial instruments, creating accepted intemnational standards to enhance
investor confidence, and developing a workforce with specialized expertise in Islamic finance. The
anticipated outcome is the creation of a financial system that is resilient, transparent, and
sustainable, capable of strengthening financial stability and promoting inclusive economic growth
across all segments of society.

Keywords: Islamic Finance, Economic Sustainability, Risk Sharing, Alternative Financial System.
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ANUEIAARBITENINNITRUDFAULEE ESG
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dAdudenu (Social)
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