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Abstract

The developing countries witnessed enormous changes in policy formulation
of exchange rate policies across time, which, dated back to the way of rationing
and managing shortage of foreign exchange. Whereby, Sudan as one of the
developing countries pursued a number of exchange rate policies, first of them
was the fixed exchange rate policy during the period 1958 to 1978. Then,
formulated different foreign exchange policy major of which were the foreign
exchange liberalization policy and the managed float policy. Sudan witnessed
strong inflows of foreign exchange since 2000 resulted from incorporating oil
export proceeds in the export portfolio, which, in turns enabled the Central Bank
(Bank of Sudan) to pursue policies geared towards national currency appreciation.

Of course, all dealings and dealers in foreign exchange by the Sudanese
commercial banks were affected by different weights. This is the concern behind
the subject matter of this research, to the extend that, study the quality of the
impact on each of Tadamon Islamic Bank, Sudanese French Bank and Farmer’s
Commercial Bank in a comparative analysis recognizing the concern on deposits
and credit extension in foreign currency. So in order to reach practical results and
conclusions, the research utilized analytical and case study methodology to be
conducted on those three banks.

The research concluded with a number of findings, most important of which
are; current deposits accounts were not been affected by the manipulation of
foreign exchange rates policies across the banks under study. Whereas, Sudanese
French Bank’s deposits were contracted and positively grown by other banks
under study during the period 2004-2006, but credit extension to export sector was
negatively affected. In addition to the fact that, import credit extended by the
Sudanese French Bank was shown downward trend meanwhile, Tadamon Islamic
Bank concentrated financing import sector via Murabaha in Foreign Currency.

Based on those mentioned findings, the following were recommended for
policy implication, lightening and lifting the imposed restrictions on banks to
enable them avail the necessary credit in foreign currency, ease procedures of
Banks’ withdrawals and deposit to their accounts by the Central Bank, following
policies for encouraging non-oil export products. In addition to these, it is required
to comprehensively detect all problem related to transferring deposits in foreign
currencies to national currency deposits, allocate credits and facilities in foreign
currencies to finance import sector, establishing portfolio for import financing in
foreign currencies as well as activating utilization of the other modes of financing
like Leasing, Mugawala, Istisnaa, Salam as alternative modes to Murabaha.
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