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Involving Islamic Banksin Central
Bank Open Market Operations
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ABSTRACT. A variety of exiging and proposed alternative government papers are
acceptable to some Idamic Banksand not to others, dut to differences of oinion among
Idamic jurists on the admissbility of various contracts. This overview contracts. This
overview article discusses. (i) the relevant aspects of Idamic law which govern the sale
and resale of government papers, (i) various government papersthat are acceptedin
practice by some Idamic banksin Isamic countries, and their effectivenessin carrying
out open market operations (OMOs). The policy presecription arising from the paper is
the need for Central Banks to engage in reverese financial engineering, i.etoissue
government papers which target banks would accept.





