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Abstract:

This study aims to examine the impact of monetary policy on the performance of Islamic
banks; by discussing its traditional tools (direct and indirect), as well as its impact on the volume
of credit and the money supply. The study also referred to the monetary policy tools in light of
the alternative participation system for the traditional monetary policy tools appropriate to the
performance of Islamic banks.Besides the applied tools by the Bank of Algeria, Thestudy
conducted an applied analytical study of the data of the Algerian Al Salam Bank for a period of
nine (9) years from 2011 to 2019; in order toexamine the impact of monetary policy tools on the
activity of Islamic banks.The most important results of the study were that monetary policy in
Algeria is effective in terms of the amount of funding granted by Islamic banks through the
application of the legal reserve ratio, which affects the profitability of the Islamic bank, by
freezing part of its assets in the form of deposits with the Bank of Algeria. The study
recommended the necessity of that the Bank of Algeria set laws that are in line with the nature of
the work of Islamic banks, so that they are parallel to the laws to which traditional banks are

subject.
Keywords: Monetary Policy, Islamic Banks, Credit, Financing.
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