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Abstract: - 3N

The purpose of this research paper is to investigate
the idea behind Islamic documentary credit (Letter of
Credit - LC), how it works, how it differs from
documentary credit in traditional banks, and how it helps
to promote trade among Islamic countries. The research
employed both descriptive-analytical and comparative
approaches. The results showed that Islamic documentary
credit is a significant instrument for funding international
trade between Islamic countries, which presently have
low trade volumes compared to international trade.

Islamic documentary credit provides a Sharia-
compliant mechanism to enhance trust between buyers
and sellers and ensures the execution of trade transactions
through diverse and alternative financing options that
avoid interest-based loans, adhering to Islamic
principles.

However, it faces challenges regarding
international acceptance, unified regulations, and
international acceptance, and trade and financial
infrastructure. To enhance its role, the study suggests
unifying banking standards, removing trade barriers, and
promoting cooperation among Islamic  financial
institutions. The thing that would contribute to increasing
intra-trade volumes among Islamic countries, fostering
economic integration, and achieving comprehensive
development.

Keywords: Islamic banks, documentary credit, foreign
trade, Islamic countries.
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