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The role of diminishing participation in the Islamic bank
(a comparative study)
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Abstract

Diminishing Musharakah financing is one of the forms of investment in
Islamic banks, because it helps Islamic banks in operating their funds and
obtaining good rates of return in light of participation in equal or different
ratios with the capital in establishing a new project or contributing to an
existing project, so that each participant becomes the owner of his share in
the capital. The capital is permanently entitled to a share in the profits.

Although Diminishing Musharakah is an important method of financing in
Islamic banks, it is characterized by the presence of several risks, including
the risk of moral non-compliance, and the lack of intellectual awareness of
Islamic transactions, as well as the risks that arise in the event that financing
is not used for its specific purpose.

Diminishing Musharaka is characterized by the presence of several
forms, including the agreement of the bank with the customer to determine
the share of each of them in the capital of the partnership and its conditions,
or the identification of the share of each of the bank and its partner in the
company in the form of shares representing the value of the thing subject of
the partnership.

As for the last picture, it is done through the bank’s agreement with its
clients to participate in the total or partial financing of a project with an
expected income

In order to define the role of diminishing musharakah in an Islamic bank,
it is necessary to define the definition of diminishing musharakah first, and
then define its most important forms and advantages, then clarify its most
important conditions and methods of application, and finally it is necessary
to identify the most important risks that entail and the effects that result when
applying them.

Keywords: Diminishing Musharaka, Islamic Banking, Fixed Musharaka,
Musharaka financing, Diminishing Musharakah risks
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