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An analytical study of present-day risk
management practices in financial market in the
perspective of Islamic teachings
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Abstract

Risk is defined as uncertain events that could damage the performance or productivity of
a person or institution. Due to inseparability of risk from the life of human being,
different methods have been applied to mitigate the effects of risk from day one. With
the passage of time, the subject of risk management and its techniques has evolved and
presently different methods are being used to manage risks. Some techniques contain

Riba, Gharar, and other elements prohibited by sharia.
In this study, Risk, different types of risk, risk management techniques in financial

market and risk for Islamic financial institutions is conversed. Further, the roots and
examples of risk and its mitigating techniques are discussed in the light of Islamic
tradition. The present day risk mitigating techniques in vogue in the industry is also
examined from sharia point of view and sharia framework of minimum requirement for
risk management methodology based on the principles of Islamic business law is
presented. At the end, recommendations regarding the islamization of present practices
of risk management techniques are presented.
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“A problem, a situation that , if it is materialize ,may adversely affect the

9

project.
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“An event with the ability to impact (inhibit enhance or cause doubt about the

mission, strategy, project, routine operations, objectives, core processes, key
dependencies, and or delivery of stakeholder expec‘cations.”4
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“Effect of uncertainty on objective, the effect is deviation from the

expectedS”
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