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Abstract

The theory of financial leverage was developed in the environment of non-Islamic economic
institutions. It examines how to increase the wealth of the owners (shareholders) in a particular
project and increase its financial return by resorting to borrowing which has a cost according to
the specified period and rate. However, Islamic economic projects characterized by non-
interest on loans even if resorted to them as an external financing source, the economic returns
are inevitably greater than the rate of interest on debt that is non-existent, which is a necessary
condition for loan funds to have a positive effect on the financial rentability of projects and thus
increase the wealth of its shareholders, Therefore, we can say that leverage theory is another
proof of the suitability, aptitude and appropriateness of the Islamic economic project to exploit
the potential of the society and to achieve its development and to fulfill the rights of all
concerned parties. But in case of Islamic economic projects do not resort to debt, its financial

independence is complete, which makes it completely free from the pressure and intervention
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of the financing authorities in making their appropriate strategic decisions of investment and
finance.

Keywords: Islamic economic projects, leverage, debt, profitability.
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