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This study aims to describe Sharia approach in protecting contracts and financial
transactions from risk and "Gharar" in a way that satisfies Sharia intends of preserving
money and prevents bad effects without any disruption in Islamic faith. This is a special

feature in Islamic economy that arises from its unique nature.

Hedging theory is considered as a holistic framework in which rules, laws, and
priciples related to one topic are organized and governed by the same legislative logic.
By these principles and laws, the independence of the hedging theory in Islamic economy
is clearly shown considering its definition, nature, basics, role, and field. The idea of
hedging and its contents did not exist in the traditional theory before the twentieth century
and had arisen to.avoid some events and their consequences. It is important to say that
hedging theory rooted to the birth of Islamic law, since it had always been strongly
connected to rights, justice and benefit. All of financial transactions are based on these
significantly important values. According to principles and laws of Sharia, standards and
binding directives are decveloped and through them a theory of hedging is created.
Although the word "Tahawot" has not appeared until present-day, but its basic principle
has always been presented in the provisions of Islamic Sharia. Therefore, this study aims
to establish the origin of hedging theory in Islamic economy by describing its guides,
basics, fields, and goals. Moreover, it discusses some applications of the theory in Islamic
banking and financial market.

Hedging theory in Islamic law is based on concepts and standards that have a

preventive role that faces risks. The Islamic law, especially the principles of the economic
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system in islam, established an inseparable link between action and sanction and between
benefits and costs followed by order of preventing risks through some directives and
regulations. Hedging of risks is one of the major primary purposes of Shari‘a laws and it

is considered reasonable and wise procedure in financial transactions.

Hedging theory emphasizes the importance of sustainability of rights between
parties, and ensuring balance between them to enable the structure of contracts and to
ensure the availability of incentives and the continuation of them, and this is a pivotal
value that is based on the Islamic legislation, hence the prohibition of all harm is one of
the foundations of the Islamic economy. The Islamic legislation since its-inception works
in the face of circumstances and events, including the latest developments with a logical
assessment, in compatible with all of the elements of the reciprocal process according to
the interest that Islam has adopted, taking into account the circumstances of their
application in the changing societies.

Since these contents have existed since ancient times for their connection with the
rights and interests, and the established rules in ensuring the conduct of transactions are
correlation of the requirements of subsidy with guarantee and the taker pays principle,
and since there in no way to completely eliminate risks from business, there is no chance
that there is no theory of hedging that neutralizes the negative effects of transactions risks
and preserves rights for all parties. It is an immortal miracle that shows the ingenuity of

Islamic legislation and its worth to remain.

Keywords: hedging, theory, risk management, risk, financial

transactions.

395
www.manaraa.com





