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Abstract

In recent years, volatility in the currency markeds taken away the tranquility of
different economic sectors. Shocks resulting frogmaduation and the increase in prices of
other currencies have created so many problemgrfducers and other actors in various
sectors of the economy that many manufacturingstrias are in a situation that can lead
them to close-down. This trend which is increaginga daily basis shows a gloomy prospect
for many sectors including manufacturing one. Rawenrs used by many manufacturing
industries are imported; therefore the increaseumency prices has increased their need to
financial sources. In this regard, the banks tbahfthe money market and are main financial
sources for different economic sectors have expeei@ a lot of instability in their use of
resources. That is why they show a lot of inteiresthe risks of currency fluctuations.

The purpose of the present study is to investiti@a@mpact that currency fluctuations on
the Bank's investment in the manufacturing sectorthis regard, from among Islamic
contracts used in Islamic banking system for grantbans to natural or legal persons, Salaf
contract which is particularly used in manufactgrgector was chosen as a representative of
other contracts to be studied. The monthly ave@agesncy exchange rate of dollar on the
open market in the US was selected as represent#dtiother currencies. In a period with the
highest currency fluctuations (March, 2010 to Delsen®0, 2012) linear regression function
was estimated using Ordinary Least Squares (OL@ha&®s. Estimated regression results
show that the manufacturing sector in our countrg faced a lot of currency risks due to
currency fluctuations; therefore, it has lost ttsaativeness for investment in the banking and
money sector. Research findings show an inversdiaethip between bank loans to
manufacturing sector and increased dollar price.

In this paper, while the causes of this phenomeareninvestigated, some solutions are
provided for the problem.

Keywords: currency fluctuations, Islamic contracts, Leagtaes estimation, linear regression
JEL: E32,K12,C53,C32
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