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Abstract
This study examines exchange rate fluctuations as one of the most significant challenges facing foreign
trade and highlights their risks and possible hedging mechanisms from both economic and Islamic legal
perspectives.

Obijectives: The study aims to investigate the risks arising from exchange rate volatility in foreign trade,
focusing on two main issues: differences in currency between the seller and the buyer, and the time gap between
the creation of an obligation and its fulfillment, which may expose one of the parties to potential losses.

Method: The study adopts a descriptive-analytical approach. It analyzes the major factors affecting
exchange rates, including supply and demand, inflation and interest rates, economic and political
conditions, and market expectations. It also draws upon the financial literature concerning exchange rate
risk and hedging strategies.

Results: The study finds that exchange rate volatility poses a genuine threat to commercial stability. It
highlights the importance of hedging as a means of reducing this risk, particularly through both natural and
contractual hedging methods. These include murabahah-based mechanisms, such as simple murabahah
and murabahah letters of credit, as well as reciprocal loan arrangements.

Conclusion: The study recommends the development of Shari‘ah-compliant hedging instruments, the
enhancement of suitable alternatives, the organization of specialized training programs, and the
establishment of cooperative risk-management institutions based on takaful principles. It further
emphasizes the necessity for financial institutions to adhere to Islamic legal guidelines in implementing
such mechanisms.

Keywords: Exchange Rate Risk, Natural Hedging, Contractual Hedging, Foreign Trade, Murabahah Letter
of Credit, Reciprocal Loans.
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