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"The Role of Letters of Credit in Achieving Monetary Stability"
A comparative jurisprudential study

Dr. Hamdy Ahmed El-Taher Mohamed.

Lecturer of Comparative Jurisprudence, Faculty of Girls,
Al-Azhar University — Tayba, Luxor — Al-Azhar University, Egypt.

E-mail: dr.hamdy60@gmail.com

Research Summary:

This study examines the importance of letters of credit in
mitigating monetary fluctuations and enhancing the stability of the
foreign exchange market by reviewing their economic and Sharia-
related aspects. The research begins with an introduction outlining the
objectives, significance, problem statement, and methodology. In the
first chapter, the study presents the theoretical and Sharia
foundations of letters of credit, including their definition, types,
involved parties, and their connection with foreign currency. It also
addresses currency-related challenges such as devaluation and rising
demand caused by trade deficits, speculation, and political and
economic instability. The second chapter explores the Islamic legal
rulings on letters of credit, including their jurisprudential classification,
permissibility, and the conditions required for their legitimacy. It also
proposes Islamic alternatives such as Murabaha, Mudaraba, and
Musharaka. The third chapter highlights the effective role of letters of
credit in reducing pressure on foreign currency markets by minimizing
the need for advance transfers, reinforcing trust in international trade,
and safeguarding the rights of both parties—contributing to improved
balance of payments and reduced exchange rate volatility. The study
concludes that letters of credit are a vital financial tool for achieving
monetary balance and promoting economic stability.

Keywords: Letter of Credit; Monetary Stability; Foreign Exchange
Market; Trade Balance; Islamic Finance.
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