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Introduction

Exports of industrial goods are an important part of the development strategies
of most developing countries, which are easily affected by financial risk. Given
the importance of trade in industrial goods in the economies of the OIC
countries and the fact that all the countries with the highest economic growth
in the world have a high and growing share in industrial exports, it is imperative
that the OIC countries also plan to develop industrial exports and remove
obstacles to them, and develop a long-term strategy to achieve this goal.

Literature Review

Currently, high correlation between different markets, increasing unilateralism
and trade protectionism of OIC countries have led to the spread of risk and
uncertainty in these countries (Cai et al, 2022 Dirk, 2012; ). One of the country
risks that threaten industrial exports of this group of countries is financial risk,
which arises from exchange rate fluctuations and government debts of these
countries, which affect the budget and profitability of a trade deal (Liu et al,
2019; Cavusgil et al, 2020; Qazi & Khan, 2021). This category of risks
represents an important hidden transaction cost and determines the flow of
international trade in bilateral or multilateral industrial goods and therefore
must be considered in any empirical model of international trade (Moser et al,
2008).; ).According to the new trade theory, increasing country risk increases
trade costs in international trade, which reduces economies of scale and
productivity, and ultimately reduces the competitiveness of exporting firms
(Balcilar et al, 2018; Baier & Bergstrand, 2009).The impact of financial risk on
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international trade indirectly also increases trade costs and ultimately reduces
international trade (IMF, 2017; Mueller et al, 2017;Glick & Taylor, 2010; ) On
the other hand, country risks are considered as one of the determinants of
investment and affect the decisions of investors, traders, central banks, and the
financial sector. Therefore, country risk risks affect business cycles by affecting
financial and monetary markets (Caldara & lacoviello, 2018).

Research Methodology

The main objective of this paper is to assess the impact of financial risk on
bilateral industrial export flows of OIC member countries vis-a-vis more than
one hundred trading partners and also from the perspective of intra-group trade
in these countries, along with other traditional gravity model variables. This
study examines the aggregate and intra-group export patterns of these countries
from the perspective of the gravity model and using the pseudo-Poisson
maximum likelihood (PPML) method during the period 2002-2021.

Results

The results show that financial risk has affected the pattern of intra-group
industrial exports of these countries. The findings indicate that overall, reducing
financial risk (increasing the numerical value of the index) in export destination
countries has had a positive and significant effect on the flow of intra-group
industrial exports of these countries and has increased it. However, this result
is not true for the exporting countries of origin. The results also showed that the
financial risk of OIC member countries is the main determinant of the flow of
bilateral industrial exports of these countries for export purposes. The variables
of common border and GDP of the countries of origin and destination with a
positive sign and weighted distance with a negative sign and significant at the
one percent error level affect the flow of total and intra-group industrial goods
exports between Islamic countries. Meanwhile, the variable of real exchange
rate is only statistically significant at the ten percent error level.

Discussion and Conclusion

Developing trade in industrial goods from an overall and intra-group
perspective is one of the economic goals and priorities of the Organization of
Islamic Cooperation to achieve economic prosperity and contribute to poverty
reduction in the Islamic world. Trade among OIC member countries is
associated with various types of risks, including financial risk, which has
exposed these countries to serious risks in their export activities. The results of
this study showed that industrial exports from an overall and intra-group
perspective in OIC member countries, as one of the important components of
development strategies for these countries, are affected by financial risk.
Therefore, any change in financial risk in member countries is of obvious
importance in changing the bilateral industrial export flow of these countries to
export destinations and this factor can act as a significant inhibitor in the boom
or bust of industrial exports of member countries; therefore, the flexibility of
insurance coverage of the Islamic Investment Insurance and Export Credit
Company (ICIEC) is emphasized in this study. In addition, trade credits with
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lower interest rates at times of higher financial risk can be an important policy
tool and cover the negative effects of financial risk on trade transactions.
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