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The Effectiveness of Murabaha Profit Margins in Managing Monetary
policy: The case of Sudan (1994-2008)

Abstract

This paper aims to investigate the effectiveness of Murabaha profit margins determined
annually by the central bank of Sudan to affect total finance in general and the finance with
Murabaha mode in particular, to achieve the objectives of the monetary policy.There are
different opinions among writers in the field of Islamic banking on the effectiveness of the
Murabaha profit margins in the management of monetary policy and whether these margins
have the same effect as the interest rate in the management of traditional economy and what
are the problems faced the effectiveness of this mechanism. By collecting data from the annual
reports of the Central Bank of Sudan during (1994-2008) and using the simple correlation
coefficient to analyze the data and the ordinary least square. The study found that Murabaha
profit margins have the ability to affect the total finance and the finance with murabaha and
other modes. Also the study found that murabaha profit margins, total finance, finance with
Murabaha mode and finance with other modes have grown at estimated compound rates of -
9%, 44%, 43% and 44%, respectively Therefore, the central bank in the Islamic financial
system through Murabaha profit margins mechanism, can activate the supervision and control
in the banking sector, which favors the national economy.
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