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Abstract:

This study examines fiscal and monetary policy in the Islamic economy as a method-
ological framework for addressing the phenomenon of inflation, as the primary driver of
economic stability and an effective mechanism for countering imbalances between the
flow of money and the flow of goods and services.

The research problem involves analyzing the ability of Sharia - based fiscal and mon-
etary tools to curb the continuous rise in the general price level within an Islamic mon-
etary system.

The study adopts an analytical approach that examines Islamic tools through two com-
plementary pathways:

*First: The preventive approach to structural stability: The Islamic system works to
prevent the causes of inflation from the outset by prohibiting riba, which leads to “mon-
ey creation” and fictitious monetary expansion without a real increase in gross domestic
product. This approach also includes a ban on monopolies to ensure the flow of goods,
and the prohibition of hoarding money to ensure its continued circulation through pro-
ductive channels rather than disrupting its economic functions.

*Second: Remedial Policies and Contemporary Monetary Tools: The study high-
lights the role of zakat as a dynamic financial tool that helps absorb excess liquidity and
redistribute income, thereby stimulating demand for necessities and supporting small
businesses. and on the monetary policy front, the study proposes the implementation of
alternative tools to interest rates, such as regulating profit - sharing ratios in murabaha
contracts, raising the cash reserve ratio, and managing open market operations to with-
draw excess liquidity.

Results and Recommendations: The study concluded that Islamic investment con-
tracts achieve economic balance by linking financial returns to actual production and

integrating capital with real factors of production, thereby preventing a gap between the
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money supply and the supply of goods. The study recommends that central banks play
a more active role in adopting contemporary Islamic monetary policies and directing
investments toward tangible productive sectors to ensure the sustainability of the curren-
cy’s purchasing power and achieve economic justice.

Keywords:

fiscal policy, monetary policy, inflation, zakat, prohibition of usury, prohibition of

monopolies, Islamic perspective.
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