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This paper tries to evaluate the nature of open market openatiba conventional
bankingsystemandto compare the age of government securities and central bank
securitiesfor conducting this operation. In addition, the experience of the Iranian
central bank in using centrblank Musharakah certificates rieviewed.The main
results of the paper, derivéidom an analyical- descriptive approach, show that:
firstly , in the conventional banking systeomly special types of securities can be
used for open market operation. These securities should satisfy charactiistics
minimum risk, shorterm duration, fixed and prdetermined interest rate and finally

the ability for expanding or destroying monetary baSecondly in developed
countries where there is a structured secondary market for government securities,
central banks usuallyenter this market and conduct opemarket operation
However, in developing countrieghere there is no structured secondary market for
government securities, the central banks are obliged to issue their own certificates to
conduct monetary polies Thirdly, both of the ways for condunty open market
operation (including government securities and central bank securities) have pros
and cais Neverthelessf the secondary markebnditionsfor government securities
weresatisfactory to fulfill the central bank needs for polingking there would be

no rationale for the central bank to issue its own securities. Finally, the Musharakah
certificates, whictarethe only instrument used by the Iranian central bank for open
market operatiog) are not compatiblewith the nature ofthe latter. In fact, the
Musharakah contract iessentiallyrisky becausdirst, its term is not a short one,
secondjt is unableto determine the exact profit rate at the beginning of the contract
andfinally, the central bankannotblock thegatheredesourcesCorsideringthese
limitations, it is necessary for the Iranian central bank to substitute the Musharakah
certificates withotherkinds of Islamic Sukuk.

Keywords: Open Market Operation, Government Securities, Central Bank
Securities, Musharaka@Bertificates Iran
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