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Abstract

One of the most important financial instruments of money and capital
markets in the capitalist economy is bonds. Financing companies, reducing
budget deficit of ministries and municipalities in their national projects and
construction management plans and conducting monetary policy through
open market operations, make a portion of the application of this tool.
Nevertheless, the usury based nature of this market created a big challenge
for Islamic countries' money and capital markets. In the absence of bonds,
Islamic scholars were led to devise new financial instruments like
participation bonds by referring to Islamic sources.

Given the full functionality of this instrument due to its on account profits
and Islamic nature, this study sought to answer the question of how
participation bonds' rate of return would affect the value added.

Since in lIranian economy, participation bonds' rate of return are
determined on the average higher than the international standards, the results
show that this has had a meaningfully negative effect on Iran's value added.
Therefore, this study concludes that, without undermining the importance of
the bonds, participation bonds' rate of return must have the necessary
proportion to the economic value added.
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