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ABSTRACT

Monetary policy 1s how central banks manage the money supply to
guide economic growth. The money supply is credit, cash, money
market mutual funds. The most important of these is credit, which
includes loans, and other agreements to repay.

Monetary policy has to be as important an instrument of public
policy in an Islamic economy as it is in its capitalist counterpart. The
objectives and tools must, however, be different because of the
differences in the goals and the nature of the two systems.

This study represents an attempt to highlight the role that
monetary policy should be designed to play in an Islamic economy and
to show how it can be made to play its role effectively In addressing
economic fluctuations.
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