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Abstract:

A derivative is a financial contract whose value is linked to the price of an
underlying asset. The term derivative refers to how the price of these
contracts is derived from the price of the underlying item. Typical
examples of derivatives include futures, forwards, swaps and options.

In the conventional financial industry, Financial derivatives are considered
a powerful financial tools that can be used in hedging and risk
management. But these tools are not allowed in the Islamic Financial
Industry (Because of the prohibition of Interest and Gambling in Islamic
Law (Sharia)).

In this paper, we will try to find some alternatives which can perform the
same purpose of financial derivatives without prejudice to the legal
aspects.

Key words: Financial Derivatives, Islamic Financial Derivatives Options,
Forwards, Futures, Urbun, Black—Scholes Model, Hedging.
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