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Abstract:

The study aims at being familiar with the role of Islamic financial engineering
instruments in making financial stability in Islamic banks. This is due to the
increasing interest about the Islamic banking and its instruments during the
financial crisis in 2008 that proved the solidity of these instruments, and the power
of the Islamic banking industry that is derived from the Islamic Sharia to face the
economical crisis.

To measure the stability of the sample composed of four active Islamic banks
in the UEA which are: Dubai Islamic Bank, Sharija Islamic Bank, Abu Dhabi
Islamic Bank, and Emirates Islamic bank, we have used Z-Score index to measure
the financial stability through annual and quarterly data during the period between
2012-2015. We concluded that the financial stability is particularly linked to the
extent of these banks and how stable are their assets and funding sources, as well
as their funding uses, among which the Islamic financial engineering instruments
during the period between 2012-2015. We have also concluded that Abu Dhabi
Islamic Bank has a very good stability comparing to the other banks in our study.

This study recommends the necessity of the diversification of investments
using Islamic financial instruments without focusing on a particular instrument, in
addition to working to achieve a financial stability in Islamic banks by developing
the Islamic financial engineering products.

Key words: Islamic financial instruments, Sukuk, financial stability, Islamic
banks, z-score index.
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