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Abstract

Documentary credits are among the most important services provided

by banks today. They form the basis of commercial activity and are one of
the most important means of payment in foreign transactions. They are a
newly introduced contract, necessitated by the need to provide security for
both the seller and buyer. The entry of Islamic banks into the world of foreign
trade posed a major challenge, as they adopt a system based on non-usury
Commercial banks deal with the opening of documentary credits on the basis
of loans and interest. This necessitated Islamic banks to address them in a
manner that does not conflict with Islamic law. Financing is either a good
loan, a profit-sharing agreement (murabaha), or entering into a mudarabah
(speciesbased partnership) or musharakah (partnership) contract with the
customer. Through this research, we will attempt to define the mechanism
for opening documentary credits in both commercial and Islamic banks,
clarifying the differences between the two and demonstrating the extent of
Islamic banks' commitment to Sharia provisions compared to positive laws
The research reached a set of conclusions, the most important of which is
that the Islamic bank bears full responsibility for the murabaha approval of
imported goods. The bank must possess the goods and then transfer them to
the customer, which may incur the loss or damage of the goods due to their
lack of experience in trade. The most important recommendations emphasize
the need to tighten oversight of the methods used by Islamic banks regarding

documentary credits to ensure they are free from prohibited usury

Keywords: Documentary credits, commercial banks, Islamic banks,

foreign trade
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