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ABSTRACT

In recent decades, Islamic banks have spread widely in the Muslim world
and elsewhere. Islamic finance is a major foundation for Islamic financial
institutions, although it has not yet peaked, its level of application varies from
country to country for inclusiveness and old and new styles. In Somalia, Islamic
banks are witnessing rapid growth and play an important role in financing the local
economy and promoting financial development. However, these banks face
challenges in providing and implementing some Sharia-compliant financing
instruments. Accordingly, this paper focusses on the study of Islamic finance tools
in Somali Islamic banks, through financial speculation as one of the main
financing instruments. Scientific materials were also collected through the use of
a qualitative approach and the use of induction method and descriptive analysis to
classify information and reach clear results. The results of the research indicate
that Somali banks rely heavily on speculation as a successful financing tool in
project financing, as they adhere to the principles of profit distribution and do not
bear any financial losses in the event of a project failure. The study recommends
increasing efforts in promoting compliance with the principles of Islamic finance
and directing more investments towards Sharia-compliant activities.

Keywords: speculation, Islamic finance, Islamic banking, Somalia.
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