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As banking and financial services professionals, we have often struggled to explain the 
logical correlation between development and data, or indeed between the economy and 
knowledge – as proficiency in one can seldom be achieved by ignoring the other. The 
2016 edition of the ‘Islamic Banking: Growth, Efficiency and Stability Report’ compiled by 
the Dubai Center for Islamic Banking and Finance of the Hamdan bin Mohammed Smart 
University aims to resolve this very conundrum.

Since the launch of the Dubai: Capital of Islamic Economy initiative in 2013, the 
integrated strategy of the Dubai Islamic Economy Development Centre (DIEDC) has 
sought to position Islamic economy as a value-addition to the global economy - not as a 
quantitative inclusion.  

The importance of the findings and analysis of this report stem largely from the fact that 
they were undertaken by a reputable local academic institution of high calibre. 

The release of this landmark report fulfils a key strategic objective in DIEDC’s journey to 
shape a comprehensive Islamic economy ecosystem through encouraging the 
academic sector to produce more research studies that analyse market trends, financing 
opportunities, and the integration of finance in varied economic activities. Such efforts 
pave the way for the establishment of local centres for Islamic research and for rating 
agencies that comply with the principles of Islamic economy.  

The DCIBF Annual Report 2015 analyses the future challenges of Islamic finance in 
countries that hold the largest share of Islamic financial assets. The report forecasts the 
industry’s future trends and the impact of regional circumstances - primarily dwindling 
oil prices. These analyses encourage us to redefine the real value of Islamic financial 
assets and to perceive them in isolation of other regional factors. We need to view such 
assets as independent wealth that can be leveraged to implement productive initiatives 
and activities in non-oil economic domains in local and international markets. 

The definitive report that studies the Islamic banking outlook and measures its 
efficiency encourages all stakeholders of Islamic economy to consider developing an 
Islamic financial institution that can play a significant role in rejuvenating local and 
international markets. This can be achieved through assessing the opportunities that 
the markets offer to implement economic diversification measures and ensure the 
much-needed balance between what the markets produce on the one hand and 
consume on the other. 

The report also elaborates on factors that serve as catalysts to spur the growth of the 
Islamic banking and finance industry. More specifically, the content highlights the key 
role of Islamic economy in eradicating poverty and financing economic and social 
development in the countries that struggle to finance the growth of small and medium 
enterprises. 

The report provides conclusive evidence that the renaissance of Islamic economy 
depends largely on the ability of its sectors to achieve the ultimate human goals that 
differentiate this ethical economic system from other conventional systems.  

I commend the effort that’s gone into the compilation of this report and believe its 
findings will serve as a valuable resource for economies at large. 

H.E Essa Kazim
Secretary General, Dubai Islamic Economy Development Centre 
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مؤشرات الأداءنظرة عامةالفصل الأول
كفاءة المصارف

الإسلامية
قياس كفاءة

الفصل الأولالمصارف الإسلامية

الصيـرفـة الإســــلامــــيــةالصيـرفـة الإســــلامــــيــة

النــمـو والكـفـاءة والاستــقــرارالنــمـو والكـفـاءة والاستــقــرار
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This year’s Islamic Banking: Growth, 

in different parts of the world. The report 
comprises four chapters, focusing on 
different aspects of Islamic banking. After 
an overview of Islamic banking (Chapter 
one), this edition provides an analysis 
of performance of Islamic banks, based 

(Chapter two). Chapter three provides 
a detailed literature review on Islamic 

banks in Chapter four. 

banking are purely academic in nature 
and have by and large been ignored by 

to get policy implications for the practice 

methodology adopted by this report is 
innovative, as it combines academically 
rigorous methods with some basic tools 
that are easily comprehendible by the 
practitioners. 

The report is based on an analysis of full-

operations of conventional banks. 

There are at least three reasons for this 
exclusion: 

(1) Islamic assets under management of 
conventional banks are only a fraction of 

Islamic banks are 80% of the global Islamic 
banking assets, leaving only 20% under 
management of conventional banks);  

(2) following the number 1 above, it 
appears as if the so-called “Islamic 
window” model has proven to be at best a 
second-best choice of stakeholders in the 

(3) the last year’s report had detailed 
comparative analysis of Islamic and 
conventional banking and the keen 
readers are referred to the previous report. 

The ranking of 131 Islamic banks from 
around the world in terms of their 

that Kuwait Finance House is the most 

Bank (in Iran) is found to be the least 

Islamic Bank, the oldest commercial 
Islamic bank in the world, stands fourth 

banks.
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26 35

attained the landmark size of US2$ trillion 
at the start of 2015, out of which three-

within Islamic banking. The remaining 
one-quarter includes sukuk, Islamic 
investment funds, takaful and other 

component of the Islamic banking and 

Roughly US1.5$ trillion lie within Islamic 

Islamic banks and those within Islamic 
banking operations of conventional 

80% of the global Islamic banking assets 

assets (see Figure 1).  Conventional banks 
with Islamic banking operations hold only 
US300$ billion worldwide, suggesting that 
Islamic banking window model has yet 
to develop itself to meaningful level and 
proportion1 . The partial exit of the likes of 
HSBC Amanah, limited success of other 
global Islamic banking brands, and recent 
decision by DBS to progressively wind 
down its subsidiary Islamic Bank of Asia 
allude to this point. However, dual banking 
system on a national level has proven to 
be a popular choice. 

While two countries, namely Iran and 
Sudan, have 100% Shari’a compliant 
banking sectors, other countries have 
allowed Islamic banks to operate along 
with conventional banks that represent 
majority of banking activities. 

1  
demand for Islamic banking in the country (http://www.edbizconsulting.com/publications/KAPStudy.pdf). 
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Figure 1: Islamic Banking Assets as a Subset of Global Islamic Financial Assets

In terms of regional distribution of Islamic 
banking assets, MENA region has the 
largest concentration, with 81% of global 
Islamic banking assets. The GCC region, 
as a subset of MENA has US573$ billion 
assets, comprising 38% of the global Islamic 
banking assets. Asia comes number 3  
(see Figure 2). 

Looking at Figure 2, one is led to believe that 
Islamic banking is primarily a Middle Eastern 
phenomenon, with the largest concentration of 
assets. However, one must keep in mind that the 
statistics on the MENA region include Iranian 
Islamic banking, which has yet to integrate with 
the global Islamic banking industry. 

Average market share of Islamic banking in the 

proportion (top 15 countries in terms of share 
of their Islamic banking assets in the global 
Islamic banking assets pool) is slightly over 
30%. If we remove Iran and Sudan from the list, 
then the average drops to 20% (see Figure 3). 

The concentration of Islamic banking assets 
in a handful of countries presents a systemic 
risk to growth and stability of Islamic banking. 

seven are heavily dependent on oil revenues. 
This may mean that any changes (upwards and 
downwards) in oil prices are expected to have 
an indirect impact on the growth of the global 

“Islamic banks happen to have bigger proportions of retail loans and 
smaller proportionate deposits from the governments in the GCC 
region, and hence are less vulnerable to oil prices.”

Islamic banking industry. While the effect of 
recent decrease in oil prices in the international 
markets have yet to be seen, many industry 
observers believe that this will decelerate the 
growth of banking if the trend continues. 

However, there is a commonly held view that 
downward pressure on oil prices will adversely 
affect conventional banks more than Islamic 
banks, as the latter are less dependent on 
the public sector than the former in terms of 
government sector support and deposits.

The banks like Qatar National Bank, National 
Bank of Abu Dhabi, National Commercial Bank 
and National Bank of Kuwait are expected to feel 
the heat more than their closest Islamic banking 
peers like Qatar Islamic Bank, Abu Dhabi Islamic 
Bank, Al Rajhi Bank and Kuwait Finance House, 
respectively. Most Islamic banks, especially 
those with larger private sector shareholdings, 
happen to have bigger proportions of retail 
loans and smaller proportionate deposits from 
the governments in the GCC region, and hence 
are less vulnerable to oil prices. For example, 
Al Rajhi Bank in Saudi Arabia is less reliant on 
the government sector deposits as compared 
with its larger competitor National Commercial 
Bank that receives greater government 
patronage. This is almost consistent with 
the anecdotal evidence emerging from the 

and conventional banks in the GCC countries  
(see Table 1).
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Figure 1: Islamic Banking Assets as a Subset of Global Islamic Financial Assets
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Figure 3: Islamic Banking Shares as Percentage of Global and National Islamic Banking Assets

Share in Global Islamic Banking Assets

Market Share in National Banking Sector
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A Strategy  
for Growth of  
Islamic Banking
Although Islamic Development Bank (IDB) 
and Islamic Financial Services Board (IFSB) 
published a 10 - year master plan for the Islamic 

nevertheless been no proper follow up since 
then2 . GIFR 2015, a leading opinion-making 
annual report, asserts that higher growth of 
Islamic banking is waning in key geographic 
regions, including Saudi Arabia, the UAE 
and Malaysia. It is expected that the growth 
advantage of Islamic banking will eventually 
lead to an environment wherein Islamic and 
conventional banks will experience similar 
growth patterns.

A robust analysis of systemic risk facing 

presented in GIFR 2015, which divides different 
countries of the world into established leaders, 
emerging leaders, potential leaders and tail-
enders, with respect to their role and standing 

The established leaders – Iran, Malaysia and 
Saudi Arabia – account for 47% of the Islamic 
Finance Country Index (IFCI). It is asserted that 
any upward and downward changes in Islamic 

expected to have a major impact on the global 

leaders – the UAE, Kuwait, Bahrain, Indonesia 
and Qatar – account for 29% of the IFCI. Given 
that all of them barring Indonesia are based in 
the GCC region, any regional impact is expected 

banks. Other countries pose the least risk to IBF 
on a global level, and may, therefore, be targeted 
for further growth of Islamic banking (see 
Figure 3). In particular, the likes of Bangladesh, 
Pakistan, Turkey and Indonesia are the countries 
with huge Muslim populations and the growth 
prospects and economic fundamentals are 
string therein. Targeting these countries to 
expand frontiers of Islamic banking should 

be part of a global strategy for growth and 
competitiveness of the industry. 

Figure 4 presents an interesting scenario. 

amongst those where share of Islamic banking 
in national bankig sector is less than the 
lowerthreshold of the average share of 20% (see 
Figure 2). If a strategy is devised to push up 
the share of Islamic banking in these countries 
to the 20% threshold, this is going to result 
in a huge boost to the global Islamic banking 
industry. Based on the current size of US1.5$ 
trillion of the global Islamic banking industry, 
this will imply an injection of US364.5$ billion 
to the already accumulated assets by Islamic 
banking institutions. 

Egypt, Indonesia and Turkey have huge growth 
potentials. With their under-developed Islamic 
banking sectors within relatively big national 
banking sectors, if market share of Islamic 
banking in these countries is brought to 20%, it 

However, there is some anecdotal evidence 
emerging suggesting that on a macro level 
growth in Islamic banking starts decelerating 
after Islamic banking attains a share of 
20% of the national banking sector in a 
country. On a micro level, it is an uphill 
task for the Islamic banking teams at 
conventional banks to grow their business to 
the 20% of the total business of the banks.  
It seems as if the top management of 
conventional banks is concerned with the 
cannibalization of their conventional business 
by Islamic banking that is deemed to bring little 
additional value. Once Islamic banking becomes 

further growth within the bank becomes easier. 

On a global level and in particular national 
contexts, growth in Islamic banking can come 

developing new markets and products, and 

segments in the Muslim world. On an institutional 

level, growth of Islamic banking is primarily 
through switching of conventional customers 
to Islamic banking, without necessarily bringing 
additional business to the bank. This is one 
of the factors for declining enthusiasm of 
conventional banks towards Islamic banking., at 
least in the markets where Islamic banking has 
attained a level of maturity. 

a comprehensive strategy for competition 
with conventional banks. In an increasingly 
competitive environment in the aftermath of the 

have gone down and there is an overwhelming 
concern with cost-cutting, conventional banks 
are expected to restrict their Islamic banking 
operations. A number of heads of Islamic 
banking within conventional banks share this 
frustration. The limit to growth of Islamic 
banking within conventional banks is real, and 
it requires special attention by the global and 
national industry-representative bodies and 
institutions. 

On a macro level, this implies creating a 
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4While the term 
participation 
banking is 
understandable 
in the context of 
Turkey, renaming 
the whole industry 
as participation  
banking is 
inadequate.

3Excluding Iran 
and Sudan wherein 

systems are 
proclaimed to be 
Islamic.

compete within the mainstream banking 
sector. This necessarily means recognition and 
implementation of a dual banking system for 
introduction of Islamic banking in countries 
where it has previously not existed. There is a 
need to develop comprehensive guidelines for 
developing an implementing a dual banking 
system on a country level, with a focus on 
its objectives, required legislative changes, 
regulatory framework, taxation regime, and a 
comprehensive policy. 

In case of Muslim countries, the dual banking 
system should also include a threshold 
percentage of Islamic banking in the national 
banking sector by a chosen date. Also, it should 
include a timeframe for full conversion of 
banking system into Islamic. 

The following 10 points must be considered for 
adoption in a global strategy for growth and 
competitiveness of Islamic banking:

1. Increase in Size of the  
    Islamic Banks
Despite phenomenal growth in Islamic banking 
in at least some of the countries, nowhere in 

the world3 an Islamic bank can boast to be the 
market leader. Even in Saudi Arabia, where Al Raj 
hi Bank is a major player in the banking sector, 
it falls behind National Commercial Bank (NCB), 
which is the largest bank in the GCC region.

One obvious way of increasing size is to beef 
up the capital base of Islamic banks. There 
have for long been attempts to create a mega 
Islamic bank – most recently by the Malaysian 
and Indonesian governments but before that 
by the likes of Sheikh Saleh Kameil – but these 
attempts have yet to come to fruition. 

including new technology. Many shareholders, 

unattractive at least in the short-run. However, 
such a policy is in the best interest of the 
business and its owners, as over time the total 
value of individual IFBIs will rise, providing them 
collateral to enable them to raise more funds 
both in equity and debt for further expansion.

2. Brand Development 
Unlike some other mega brands that a few 

banking groups (e.g., QNB) have created in 
the recent past, IBF has yet to succeed in this 
respect. Although the likes of Kuwait Finance 
House (KFH), Dubai Islamic Bank (DIB), and 
Albaraka are well known brands in IBF but their 

markets.  

One of the most common strategies for internal 

brand is established, less advertising is required 
to launch new products. Internal growth often 
provides a low risk alternative to integration, 
although the results are often slow to arrive. 

Brand development and identity are slightly two 
different areas. Changing name of an Islamic 
bank (e.g., from Noor Islamic Bank to Noor Bank) 
and changing its logo (like the recent change in 
the logo of Dubai Islamic Bank) are two different 
propositions. While Noor Bank decided to 
change its Islamic identity in favour of a more 
mainstream name, Dubai Islamic Bank’s recent 
move has been to modernize its logo, with slight 

At this stage when brand strengthening is 

change their identity to look like mainstream 

mainstream is so strong that, as stated above, 

calling Islamic banking as participation banking4

services in the targeted markets. Apart from 
Pakistan, no other country in the world has 
taken a systematic approach to determining 
the demand for Islamic banking. Without 
having an objective view on the demand and 
its nature, developing a strategy for growth and 
competition will not be effective. 

Authentic market research is absolutely 
important to devise a comprehensive and 
dynamic model of Islamic banking system. In 
case of Pakistan, for example, the State Bank 
of Pakistan (SBP) commissioned a Knowledge, 
Attitude and Practices (KAP) study to quantify 
demand for Islamic banking in the country. 
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including new technology. Many shareholders, 

unattractive at least in the short-run. However, 
such a policy is in the best interest of the 
business and its owners, as over time the total 
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collateral to enable them to raise more funds 
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One of the most common strategies for internal 

brand is established, less advertising is required 
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At this stage when brand strengthening is 

change their identity to look like mainstream 

mainstream is so strong that, as stated above, 

calling Islamic banking as participation banking4

services in the targeted markets. Apart from 
Pakistan, no other country in the world has 
taken a systematic approach to determining 
the demand for Islamic banking. Without 
having an objective view on the demand and 
its nature, developing a strategy for growth and 
competition will not be effective. 

Authentic market research is absolutely 
important to devise a comprehensive and 
dynamic model of Islamic banking system. In 
case of Pakistan, for example, the State Bank 
of Pakistan (SBP) commissioned a Knowledge, 
Attitude and Practices (KAP) study to quantify 
demand for Islamic banking in the country. 
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The study was funded by the UK Department 
for International Development (DFID) and 
undertaken by Edbiz Consulting5 .

The concepts like Shari’a premium and displaced 
commercial risk (DCR) have direct implications 
for growth and competition. However, these 
concepts were introduced to Islamic banking 

the Islamic bankers (trained in the conventional 
tradition) wanted to practice Islamic banking 
as close to conventional banking as possible. 
To do so, they highlighted the unique risks like 

equalization reserve (PER) and investment risk 
reserve (IRR). 

There is a need to test hypotheses around 
applicability of such concepts in the context of 
IBF, with the help of real data rather than opting 
for subjective analyses. For example, empirical 
evidence on the relevance of DCR in Pakistani 
Islamic banking suggests that 62% of the 
respondents would not withdraw money from an 

than the market rate of return. Furthermore, DCR 

to the construction of demand index for Islamic 
banking. Empirical studies like KAP can help 
understand demand for Islamic banking and the 
factors affecting it.

4. Development of New Markets 
The so-called Arab Spring brought optimism in 
favour of IBF in a number of countries, including 
but not limited to Egypt, Libya, Morocco, Tunis, 
Algeria, Syria and Oman, but it has taken a lot 
longer to introduce IBF in these countries than 
what industry observers expected. While in 
Oman, the introduction of IBF has been smooth; 
in other countries the political turmoil has not 
been entirely helpful. Similarly, after some initial 
enthusiasm in some African countries like 
Nigeria and Kenya, the growth has been rather 
slow. Furthermore, the central Asian Muslim 
countries have also been slow in introducing or 
adopting IBF. Kazakhstan has been an exception 

   .mrawekul neeb sah pu wollof eht ereht neve tub

Interestingly, apart from the North African 
countries, other African countries that have 
shown interest in IBF are the ones with Muslim 
minorities, e.g., South Africa, Nigeria and Kenya. 
The Muslim-majority African countries have not 
so far taken a lead role in developing IBF as part 
of a national strategy. One business group in 
Somalia has in the recent past started looking 
into setting up an Islamic bank. Given the 
ongoing civil war in the country, even this may 
not lead to optimism with reference to IBF in the 
African continent.

Despite this grim picture of macroeconomic 
conditions and socio-political environments, IBF 
has a potential to grow in these countries, and 
the organisations responsible for infrastructural 
development for the industry (given in Table 1) 
must engage themselves with the stakeholders 
therein.  

5. Expansion into the Countries with                         

There are a number of Muslim countries marred 

Somalia, Libya, Iraq and Syria, where IBF has 
historically been almost negligible. These 

IBF to play a role in resolution of many political 
issues. Incidentally, these countries have now 
had increasing incidence of poverty that could 
be tackled with the help of IBF.

 It is true that IBF has largely developed itself 
as an elitist phenomenon but the increase in 
income inequalities and absolute poverty in 
these and many other Muslim countries offer 
an opportunity for IBF to reform and make 
itself relevant to solution of socio-economic 
problems.

One way of promoting IBF in these countries is by 
way of engaging with the organisations involved 

institutions like the UN, World Bank and IMF. 
Such an engagement will not be entirely new, as 
World Bank and IMF are already exposed to IBF 
on a limited scale. In fact, World Bank is already 
seriously looking into engaging itself with IBF. 
The establishment of the World Bank Global 
Centre of Islamic Finance at Istanbul is a step 
in this direction. Furthermore, World Bank has 
for a few years been co-organising an annual 
conference on IBF in conjunction with AAOIFI.

The World Bank Global Center is envisaged 
as a knowledge hub for developing Islamic 

training, and providing technical assistance 
and advisory services to the World Bank Group 
client countries interested in developing Islamic 

occasion of the opening of the Centre on 30 
October 203, President of the World Bank Group, 
Jim Yong Kim, stated that the Center is a symbol 
of the Bank Group’s objectives of developing 

to poverty alleviation and shared prosperity in 
client countries.

It is hoped that this Center will become the 
cornerstone for the efforts of World Bank 
to promote IBF. With the countries like 
Turkey taking a leading role in designing and 

5For keen readers 
who would like to 
learn more about 
KAP Report, an 
online version is 
available on http://
edbizconsulting.
com/publications/
KAPStudy.pdf.
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had increasing incidence of poverty that could 
be tackled with the help of IBF.

 It is true that IBF has largely developed itself 
as an elitist phenomenon but the increase in 
income inequalities and absolute poverty in 
these and many other Muslim countries offer 
an opportunity for IBF to reform and make 
itself relevant to solution of socio-economic 
problems.

One way of promoting IBF in these countries is by 
way of engaging with the organisations involved 

institutions like the UN, World Bank and IMF. 
Such an engagement will not be entirely new, as 
World Bank and IMF are already exposed to IBF 
on a limited scale. In fact, World Bank is already 
seriously looking into engaging itself with IBF. 
The establishment of the World Bank Global 
Centre of Islamic Finance at Istanbul is a step 
in this direction. Furthermore, World Bank has 
for a few years been co-organising an annual 
conference on IBF in conjunction with AAOIFI.
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client countries interested in developing Islamic 

occasion of the opening of the Centre on 30 
October 203, President of the World Bank Group, 
Jim Yong Kim, stated that the Center is a symbol 
of the Bank Group’s objectives of developing 

to poverty alleviation and shared prosperity in 
client countries.
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cornerstone for the efforts of World Bank 
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delivering cutting-edge technical assistance, 
advisory services, as well as generating and 
disseminating practical knowledge on how to 

to play in this respect. Given that the Centre 
is geographically located in a region where a 
number of Muslim countries are facing internal 

bring IBF to the forefront of policy-making in  
the region.

 
    and Combating Poverty Through  
    Financial Inclusion 

growth in IBF. However, the interest of the 
industry in this promising segment of the market 
is rather limited. Out of US1.984$ trillion assets 
under management of the IBFIs, less than 1% 

There is a need that IBFIs should work with 
governments and other relevant institutions to 

respect, the organisations like World Bank, IDB, 
ADB and African Development Bank can play an 
important role, and they must be engaged.

 7. Development of Global Leadership  
      in IBF
The likes of World Islamic Economic Forum 
(WIEF) have played an important role in providing 
a platform to the Muslim political leadership 
to get engaged in Islamic economic and 

the establishment of Global Islamic Finance 
Leadership Award by Global Islamic Finance 
Awards (GIFA) has also helped in engaging the 
Muslim political leadership with IBF. However, 
a lot more needs to be done to develop, nurture 
and promote leadership in IBF. 

other organisations, promotion of IBF has 
been individual-driven. For example, HSBC got 
engaged in IBF due to the efforts of the likes of 
Iqbal Khan. Before that, the likes of DMI Trust 
and Albaraka Group were developed by Prince 
Mohamed Al Faisal and Sheikh Saleh Kamel, 
respectively. 

Hence, it is absolutely imperative to develop 

experts who should serve as torch-bearers 
of IBF. Such new leaders must be developed 

in the industry. 

8. The Need for a Centre of Excellence  
     for Research & Development in IBF
While the likes of IRTI and ISRA specialize in 

there is a need for setting up a specialized CoE 
focusing on growth and competition in the 
context of IBF. Investment in R&D is crucial to 
innovation that increases competitiveness and 
leads to growth. 

services to increase the range of products and 
services to meet the more sophisticated and 
complex requirements of today›s consumers 
and businesses. It is also about improving the 

services can be delivered. Innovation in IBF 
must also involve continuous introduction of 
new structures that may contribute towards 
achieving economies of scale and scope. 

As mentioned above, it must also contribute 
towards creating new markets or expand the 
existing markets for Islamic products and 
services. Industry practitioners thus have an 

important role to promote innovation. Financial 
institutions need to equip their business 
strategies with research and development to 
design new innovative products and services. 

that are credible, competitive and Shari’a 

All this can be achieved by setting up a forum 
for well-informed debate and research about the 
future of IBF. The proposed forum should do this 
through a range of activities: written research, 
live discussion groups and networks, all focused 
on the latest developments in international 

The activities of the forum should be built around: 

the IBF be made relevant to the regulatory 
debate around the world and to promote IBF as a 
viable system to help bring stability in the global 

•  The OIC block: prospects for the emerging 

Asia in a wider global context;

• Technology: the impact of the internet and 

markets, payment systems and bank strategies;

• Governance: strengthening the global Islamic 

institutions like IFSB and AAOIFI;

services out to those who need them but are 
 

• Risk management: identifying and managing 

emerging risks in the practices of IBF.

9. Looking for New Alliances
Having developed an alliance with the 
conventional Western mainstream banking and 

and respect from the regulators and authorities 

operations, visibility and presence. While this 
have helped in the initial phases of development 
of the industry, going forward it will have to seek 
partnerships with other alternative forms of 

Crowdfunding, for example, is gaining 
momentum in UK and other European countries, 
following an initial success in USA. As a number 
of crowdfunding platforms are equity-based, 

general Shari’a requirements, and it will be good 
for IBF to explore possibilities of cooperation 
with the leading crowdfunding players. Also, 
crowdfunding is similar to branchless banking, 
which is a preferred model in the Western 
world for its cost effectiveness and is being 
encouraged by a number of banking regulators 
in the developing and emerging markets as a 
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SUMMARY
Islamic banking assets are highly 
concentrated in a few countries. Although 
it is expected that Islamic banking will 
continue to grow globally, it may face 
challenges in the countries that heavily rely 
on oil and other commodity prices.

and further expansion of it in additional 

countries is essential for sustainable growth 
of Islamic banking. 

For this to happen, there is a need for 
a global strategy for growth of Islamic 
banking and its competition with the more 
dominant conventional banking. It is also 
important to study the most suitable model 
of Islamic banking, and a choice should be 
made on policy level between an Islamic 

banking regime.   

10. Development of IBF as an Integral      
       Part of a Global Halal Economy
IBF is certainly an offshoot of Islamic economics. 
However, over the last four decades, IBF has 
gradually moved away from the movement of 
Islamic economics and has in fact emerged as a 
purely market-driven phenomenon. 

This decoupling of IBF and Islamic economics 
has not been seen favourably by a number of 
stakeholders, especially informed consumers. 
It is only recent that Dubai government has 
started a drive to make Dubai a global centre of 
excellence for Islamic economy, and as a part 
of it has started promoting IBF. This is a step 
worthy of appreciation and emulation. In GIFR 
2013, we argued that combining IBF with halal 
economic sector will increase the size of the 

more than the simple additive size of the two 
sectors. 
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2013, we argued that combining IBF with halal 
economic sector will increase the size of the 

more than the simple additive size of the two 
sectors. 
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analysis of the Islamic banks included in the 
sample used in this report. While a detailed 

some important performance indicators of 
Islamic banking, with a view to assess its 
growth potential and stability. In fact, in case 
of Islamic banking that lacks long enough 
timer series data, it is perhaps more useful 
to study the anecdotal evidence provided 
by the recent data (see Box 1 for the data 
limitations). 

Unlike its predecessor – Islamic Banking 

2014 – this edition of the annual report 
investigates performance indicators of 
Islamic banks and does not attempt to 
compare these with conventional banks. 
This is deliberate as there has been little 

change over the last 12 months in terms 
of comparison between Islamic and 
conventional banks. 
This chapter starts with an analysis of 
growth of Islamic banking, decomposing 

across large, medium and small sized 
Islamic banks.

The next section looks into Islamic banking 
assets, focusing on the top 10 Islamic banks 
in the world, in terms of their assets under 

banks is discussed with reference to their 
shares in their respective national Islamic 
banking sectors. 

Total equity to total assets ratios are 
presented as a basic indicator of stability 
of Islamic banks. In a following section, 

as a crude measure of stability or riskiness 
of Islamic banks.
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Data Limitations
The data used in this report is limited toonlythose 
Islamic banks that are included in Bankscope 
database, and is further limited by the latest 

reporting by Islamic banks is at best patchy, 
as Islamic banks included in the Bankscope 
database are infrequent in submitting their data 
to Bankscope. Although Islamic banks operating 
in more advanced regulatory environments share 
their annual reports through their websites, this 
is not necessarily the case for the Islamic banks 
operating in the countries that are peripheral to 
the main Islamic banking markets. 

The limited amount of data offered by Bankscope 
also indicates the poor quality of the data 
provided by Bankscope itself. Given this, it is 
surprising to observe that most of academic and 
non-academic studies use this incomplete and 
low quality data. 

While this report follows the trend in the 
academia and consultancy market, it 
nevertheless cautions the readers of the quality 
of the data used.

The report also recommends to the top 
management of Islamic banks to ensure 

to the databases like Bankscope in time so 
that meaningful research could be conducted 
on Islamic banking. It is with the help 
of academically rigorous and professionally 
competent research works, among other factors, 
that the practice of Islamic banking can be 
improved and relevant policy guidelines can be 
drawn.

It is partially due to the low quality and 

analysis (to be presented in the next chapter) 
is based on some qualitative information in 
addition to quantitative information.

Figure B1 presents the issue of paucity 
of complete data on Islamic banking by 
highlighting that Islamic banks:

1. do not submit data timely; 

2. the ones that provide the data have not done 
so on an annual basis; 

actually do not provide data at all; and 

4. at the time of writing of this research no 
Islamic banks had submitted data in 2015 (e.g., 
more than 40% of Islamic banks included in this 
sample have three years lag on data availability). 

Therefore, where possible, supplementary data 
was used from additional sources. IFSB collects 
data directly from its members and over the 
last three years it has made progress to start 
reporting and analyzing some important trends 
in systemic stability of Islamic banking and 

before long enough time series data is available 
on Islamic banking practices and trends.

Growth of  

institutions in the last 10 -15 years. Average 
growth in Islamic AUM over 2009 -14 has been 
16.1%, which is considerably higher than the 
annual growth of 9.3% between 2013 and 2014. 

Total assets held by 177 Islamic banks6  
reporting to Bankscope are estimated to be 
US1.245$ trillion, which represent an annual 
growth rate of 10.47% over the assets of 
US1.127$ trillion reported in our last year edition 
of this report. This means that Islamic banking 

has slightly outperformed the overall industry.

The sources of this growth happen to be 
7

percentage average growth in Islamic banking 
assets purely due to increase in the size of 

as the percentage average growth in Islamic 
banking assets purely due to increase in number 
of Islamic banks.

Islamic banks reporting their assets, 50% 
increase in the number of reporting Islamic 
banks over a period of four years (2010-2014). 
Islamic banks of all sizes have contributed 
to the growth, but the greatest proportion of 
growth comes from the largest Islamic banks, 
i.e., the banks with assets more than US10$ 
billion. 

Medium sized Islamic banks, i.e., the banks 
with assets between US3$ billion and US9.99$ 
billion, contributed the least to growth in Islamic 
banking assets. One reason for this could be 
graduation of some of the medium sized Islamic 
banks into large Islamic banks during the 
reported period. Small sized Islamic banks (with 
assets less than US3$ billion) also registered 

Source: Bankscope

Table 1: Growth of Number of Islamic banks:  2010 - 2014

Number of Islamic banks with assets Last Reporting Year 2010 Growth (%)

Above US10$ billion 35 15

Between US3$ billion to US9.99$ billion 33 29

Between US1$ billion to US2.99$ billion 33 21

Below US1$ billion 53

Total 118

178

Figure B1: Number of Islamic Banks Reporting  
Total Assets to Bankscope: 2010 - 2014

2010         2011      2012        2013          2014

Source: Bankscope

Table 2: Growth of Islamic Banking Assets: 2010 - 2014

Source: Bankscope

Islamic Banks with Current Assets
Assets  

(US$ million)
Assets in 2010  
(US$ million)

Growth 
(%) 

Above US10$ billion

Between US3$ billion to US9.99$ billion 190

Between US1$ billion to US2.99$ billion 35

Below US1$ billion 25

Total

6Last year’s 
report presented 
data based 
on150 Islamic 
banks included 
in Bankscope.  
Apparently, an 
additional 22 
Islamic banks have 
started sharing 

information with 
Bankscope. 

7

differ from other 

in the literature on 
Islamic banking 

2015, for example, 

growth in terms 
of acquisition of 
new business from 
the voluntarily 
or involuntarily 
excluded from 

growth, on the 
other hand, refers 
to winning over 
the conventional 
banking customers 
through switching 
of the conventional 
banking business 
by Islamic banks. 
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in the literature on 
Islamic banking 

2015, for example, 

growth in terms 
of acquisition of 
new business from 
the voluntarily 
or involuntarily 
excluded from 

growth, on the 
other hand, refers 
to winning over 
the conventional 
banking customers 
through switching 
of the conventional 
banking business 
by Islamic banks. 



42

EFFICIENCY  
OF ISLAMIC BANKS

MEASUREMENT OF EFFICIENCY  
OF ISLAMIC BANKS

PERFORMANCE 
INDICATORS

OVERVIEW OF  
ISLAMIC BANKINGCHAPTER TWO CHAPTER TWO

41ISLAMIC BANKING
GROWTH, EFFICIENCY AND STABILITY

40 ISLAMIC BANKING
GROWTH, EFFICIENCY AND STABILITY

Table 1 shows that in total 59 more Islamic 
banks started reporting their assets – 50% more 
than their number in 2010. The largest growth in 
number was witnessed in the top category, i.e., 
the banks with assets more than US10$ billion 
(133.33% growth).

growth, i.e., the increase in the assets owing to 
increase in number of Islamic banks. We need 
to explore other factors contributing to growth.

Table 2 is consistent with Table 1. Like the 
growth in number of Islamic banks, the growth 
in Islamic banking assets has come from the 
banks with the highest amount of assets under 
management, i.e., the ones with assets above 
US10$ billion. The lowest contribution comes 
from the middle sized Islamic banks. 

With the help of the data given in Tables 1 and 

growth in Islamic banking assets between 2010 

by dividing the total growth in assets between 
2010 and 2014 by the total number of Islamic 

banks in 2014. This is a measure of average 
percentage growth in assets per Islamic bank 
between 2010 and 2014. This, when multiplied 
with the average increase in number of 
Islamic banks between 2010 and 2014, gives 
us estimated percentage average growth in 
Islamic banking assets purely due to increase 
in number of Islamic banks during the period 
under consideration. This is a rough estimate of 

during the period. 

banking assets purely due to increase in the size 
of operations of Islamic banks, is the residual 
growth in Islamic banking assets net of the 

a small proportion of growth is attributable to 

Figures 2 and 6 present graphical representation 

growth in Islamic banking assets among 
different size segments of the global Islamic 
banking industry. 

Figure 2 clearly indicates the predominant 
source of growth in the segment of large Islamic 
banks is actually the new Islamic banks. Growth 
in medium and small sized Islamic banks is 
primarily due to growth in business of the 
incumbent Islamic banks. 

the full sample.  Table 3 provides a summary of 
the results.

This is an interesting observation, which has 
implications for future growth in Islamic banking. 

1. One should expect that while the number 

Number of Islamic banks with assets
 

Growth (%)
 

Growth (%)

Islamic banks with assets exceeding US10$ billion

Islamic banks with assets between US3$ and US9.9$ billion

Islamic banks with assets between US1$ billion and US2.99$ billion

Islamic banks with assets below US1$ billion

All Islamic banks

of Islamic banks will continue to grow, it is 
actually the size of Islamic banks that is going to 
contribute to the bulk of growth. 

2. A major proportion of growth in Islamic 
banking will come from the largest Islamic 
banks. This means with the entry of any new 
large Islamic banks, the overall effect on 
the growth of Islamic banking will be more 

3. While it is still important to set up new Islamic 
banks in the countries where Islamic banking 
does not as yet exist, it is essential that existing 
Islamic banks should increase their size and 
capital base in their effort to further expand 
Islamic banking.

 22.38 %

77.62 %

Islamic banks 
with assets above 

US$ 10 billion

(with Assets Exceeding US10$ billion)

 

45 

Number of Islamic Banks

Islamic Banking  
Assets (US$ b)

2010

701 1,245

2014

A B
E

C177

118

AB=BD= Total increase in Islamic Banking assets 
EB=CD= Increase in Islamic Banking assets solely
                due to increase in number of Islamic Banks  

AE=BC= Increase in Islamic Banking assets due to  
                increase in size of the business  
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number was witnessed in the top category, i.e., 
the banks with assets more than US10$ billion 
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US$ 1 billion 
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Assets 
Islamic banking assets are concentrated in 15 
countries (93.8%). The largest country in terms 
of Islamic assets – Iran – accounts for 34.87%. 

global Islamic banking industry faces, especially 
in the wake of the oil-dependence of the leading 
countries’ economies. Furthermore, economic 
sanctions on Iran – lifted only in 2015 – have 
also hampered the growth of global Islamic 
banking assets. 

With the expected new geopolitical environment 
in the wake of easing of economic sanctions 
on Iran, one should expect even further 
concentration of the Islamic banking industry 
– which is expect to expose Islamic banking to 
even higher concentration risk8.

The concentration risk of global Islamic banking 
industry is further substantiated by the share of 
top 10 Islamic banks in the word in the global 
Islamic banking. Table 4 lists the 10 largest 
Islamic banks in the world in terms of assets. 
These banks account for 36% of the global 
Islamic banking industry. The list is dominated 
by Iranian Islamic banks (4 out of 10) and 
the remaining 6 banks are also located in oil-
dependent Muslim countries.

It is interesting to note that the four largest 
Islamic banks in Iran account for 57% of the 
national Islamic banking sector. The largest 
Islamic bank in Saudi Arabia – Al Rajhi Bank – 
accounts for 28% of the national Islamic banking 
sector. In case of Kuwait Finance House, the 

database). The largest Islamic bank in Malaysia 
– Maybank Islamic – has captured 29% of the 
national Islamic banking share. Similarly, the top 
2 Islamic banks in the UAE represent 59% of the 
national Islamic banking assets. 

Rank Banks Country
Assets  

(US$ Million)
% of National Islamic 

Banking Assets
World Rank  
by Assets

1 Iran 18

2 28

3 Iran 59,110 11 355

359

5 Iran 11

Iran 10 500

29

8 Iran 580

9 UAE 31

10  UAE 28

Total

Rank Banks Countries
Shareholders’ Equity  

(US$ Million)
Total Assets  
(US$ Million)

Equity to Total  
Assets Ratio

1

2  21,889 50%

3 12%

Iran 59,110 10%

5 UAE

22%

Iran 5%

8 Iran

9 Qatar 3,893 15%

10  UAE 12%

Total 13%

Table 4: Top 10 Islamic Banks in Terms of Total Assets Table 5: Top 10 Islamic Banks in Terms of Shareholders’ Equity

Source: Bankscope

Source: Bankscope

As Table 3 shows, Islamic banks stand 
at no comparison with their conventional 
counterparts on the basis of size. For example, 
the largest Islamic bank in terms of assets size 
– Bank Mellat – is on the number 236 in the 
global ranking of banks in terms of assets size.

When it comes to the shareholders’ equity 
of the top 10 Islamic banks in the world, the 

dominance of Saudi and other non-Iranian banks 
(see Table 5). The two largest Islamic banks in 
terms of shareholders’ equity are Al Rajhi Bank 
(a privately owned Saudi Islamic bank, with 
shareholding from some of the government 
sector organisations) and Islamic Development 
Bank (a pan-Islamic bank, collectively owned by 
member states of the OIC). 

Although 3 Iranian banks still feature in the top 
10 list of Islamic banks in terms of shareholders’ 
equity, there is clear evidence that these banks 
are however less adequately capitalized as 
compared to their other Middle Eastern peers. 
All the three Iranian banks in the list have below 
average equity to assets ratio for the 10 banks 
included in the list (13%). 

The most highly capitalized bank understandably 
is Islamic Development Bank, which has 50% 
equity to assets ratio, followed by Al Inma Bank 
(another private Saudi Bank), with equity to 
assets ratio of 22%. 

8However, one 
should be mindful 
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era, Iran would 
like to access 
the international 
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markets by way 
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This may not have 
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Assets 
Islamic banking assets are concentrated in 15 
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of Islamic assets – Iran – accounts for 34.87%. 
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World Rank  
by Assets
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3 Iran 59,110 11 355
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Iran 10 500

29
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Table 4: Top 10 Islamic Banks in Terms of Total Assets Table 5: Top 10 Islamic Banks in Terms of Shareholders’ Equity

Source: Bankscope

Source: Bankscope
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The seven Middle Eastern banks other than 
the three Iranian banks have an average equity 
to assets ratio of 20%. This means that for 
the Iranian banks to improve their capital to 
match the equity to assets ratio of the other 
Middle Eastern banks, substantial injection 
of additional capital is required. For example, 
for Bank Saderat, Bank Mellat ad Bank Melli 
(the three banks included in the top 10 Islamic 
banks), it will require an additional total capital 
of US27,437$ million to match the equity to 
assets ratio of 20%. 

capital required by these three banks to 
increase the equity to assets ratio of 13% will be 
US11,883$ million – still a substantial amount.

The equity to assets ratios of other Islamic 
banks are even lower. For example, Maybank 
Islamic, the only Malaysian Islamic bank 
included in the top 10 Islamic banks in terms of 
assets size (see Table 3), has equity to assets 

additional capital required to match equity to 
assets ratios of 20%9 and 13% will be US6,632$ 
million and US3,218$ million. 

It is because of the size disadvantage and the 
relative smaller capital base of most of the 
Islamic banks that it is being increasingly felt to 
found a mega Islamic bank of a size comparable 
with a conventional bank. There have been 
attempts in the Middle East as well as in the Far 
East in this respect but so far no such attempts 
have been successful.

Financing and  

Financing to deposits (FTD) ratio – more 
commonly known as loans to deposits (LTD) 
ratio in conventional banking – can be used to 
assess Islamic banks’ liquidity positions. For our 
global sample, FTD is 89.72%, meaning for every 
1$ in deposits, Islamic banks provide nearly 

conclude that Islamic banks are in general safe, 
provided that they keep an eye on the liquidity 
mismatch arising from the tenures of deposits 

Source: Bankscope
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Further breakdown of the sample is provided 
in Table 5 below that shown FTD for individual 
countries. Figure 7 highlights the deposits-

Amongst the top 10 countries, Turkey is the only 

in excess of their deposit base; all others have 
FTD less than 100%. Apart from Turkey, there are 
three other countries10  (namely, Oman, Russia 

by Islamic banks exceed Islamic deposits. 

However, Turkey is the only country that has any 
11. 

This means that in terms of FTD, Islamic banks 
maintain a safe regime and are in general 
adequately liquid. 

9This is based 
on the current 
assets held by 
the three banks. 
However, with the 
increase in capital, 
it is expected 
that the assets 
of these banks 
will also increase, 
requiring even 
higher amounts of 
additional capital. 

10Admittedly, 
Russia is an odd 
case. Bankscope 
includes data on an 
Islamic bank that 
is now no more in 
existence.
 
11Out of the four 
Turkish Islamic 
banks (known 
as participation 
banks), three have 

their deposits.
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However, Turkey is the only country that has any 
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This means that in terms of FTD, Islamic banks 
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on the current 
assets held by 
the three banks. 
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Apart from Islamic banking, all other segments 

attain critical mass. Islamic capital markets are 

industry (with sukuk representing 15% and 
Islamic funds another 4%).

just 1% (see Figure 8). 

More than 92% of the global Islamic banking 
assets are concentrated in 15 countries of the 
world. This implies that Islamic banking has yet 
to achieve global relevance in a meaningful way. 

Out of 56 member countries of the Organisation 
of Islamic Cooperation (OIC), only about one-

activity. 

While the GCC remains a hub of Islamic banking, 
newly emerging markets in Africa and elsewhere 
will bring a new growth dimension to the 
industry. 

In the last  10-15 years, leadership in Islamic 
banking has tilted away from the likes of Faisal 
Banks and Al Baraka Banking Group to the likes 
of Al Rayan Bank, Dubai Islamic Bank, Abu Dhabi 
Islamic Bank and Kuwait Finance House.

 While Saudi Arabia remains the largest 
Islamic banking market (barring Iran), Qatari 
Islamic banks are now playing bigger roles in 
internationalizing Islamic banking. Qatar Islamic 
Bank has already expanded its presence in other 
countries like the UK, where it owns QIB UK, 

country. In 2014, Masraf Al Rayan successfully 
completed acquisition of Islamic Bank of Britain 
and renamed it as Al Rayan Bank. 

Funds, 4 %

Banks, 75 %

Takaful, 1 %

Others, 4 %

Sukuk,15 %

Similarly, the likes of Dubai Islamic Bank, Kuwait 
Finance House and Al Rajhi Bank are playing an 
increasingly stimulating role in internationalizing 
of Islamic banking. With its presence in 
Pakistan, Sudan and Jordan, Dubai Islamic 
Bank is very aggressively pursuing its goal of 
becoming a pan-Islamic banking institution. 
Kuwait Finance House is already present in 
Bahrain, Turkey, Malaysia and Germany, and 
through its shareholdings in a number of other 

a global player in Islamic banking.  

important to build on progress in setting 
standards to harmonize the regulation and 

consumers. 

Basically, regulators need to approach this 

Islamic banking. 

Figure 7: Deposit-Financing Gap in the Top 10 Countries (in Terms of Assets)
US$ Million
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For example, regulators should clarify that 
customers who opt to be investors are treated as 
such, and enjoy more say in governance as well 
as greater transparency in the determination of 

investment account holders (PSIAs) with Islamic 
banks should be treated differently from saving 
account holders with conventional banks.

After all, the most distinguishing feature of 
Islamic banking is its long-term approach to 

associated with this.
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SUMMARY
The basic performance indicators of 
Islamic banks suggest that while the 
industry remains on a growth trajectory, 
concentration of Islamic banking assets in 
few markets, especially Iran, may pose a 
threat to stability of Islamic banking.

Despite Islamic banking becoming a buzz 
word, it remains concentrated in the GCC 
and the wider MENA region, which have so 
far been the main hub for Islamic banking.

The recent decrease in oil prices in the 
international market may slow down growth 
of Islamic banking.
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viability of banks depends largely on how 

rapid growth of the Islamic banking and 

its infancy. 

 -

54



55

EFFICIENCY OF
ISLAMIC BANKS

CHAPTER THREE

CONCLUSION REFERENCES

STUDIES ON 
PERFORMANCE 
AND  
EFFICIENCY OF 
ISLAMIC BANKS

WHAT IS 
EFFICIENCY?   

54 55 62 64

Introduction
The structure of Islamic banking has 
changed substantially over the past 
decades, partially as a result of adoption 
of new technologies and process of 
reforms and accompanying deregulation 
has embodied an incentive for managers 
of Islamic banks to focus on improving 

dynamism of the global economic 

environment and challenges of disruptive 
changes that banks face, Islamic banks 

level if they are to remain competitive. 

services industry heats up, the long-term 
viability of banks depends largely on how 

rapid growth of the Islamic banking and 

its infancy. 

 -
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What is  

in such a way as to maximise production. This 
means that output cannot be enhanced without 
increasing inputs. In the banking literature, 

performance of a commercial bank. As such, the 

level of output or maximisation of output at a 
given level of input. 

greater amounts of funds intermediated as 
well as better prices and service quality for 
consumers.

at the micro level, he offered insights into two 

and how to calculate the benchmark technology 

to be measured in two components: technical 

in optimal proportions, given their respective 
prices and given production technologies (Coelli 

capital and technology) in the most effective 
way in order to produce the maximum output.

(Mester, 1997). 

Berger and Mester (1997) proposed the use 

banks is measured by comparing observed cost- 
and output-factor combinations with optimal 
combinations determined by the available 
technology (Fiorentino et al., 2006).  In 

given its output levels instead of output prices 
(Isik & Hassan, 2002).

factors in which production takes place. This 
includes the size of the bank, the age of the 
bank, the region in which the bank is operating 
in, competition, input and output quality, network 
characteristics, ownership form, regulations 
and changes in regulation, and management 
characteristics (Shamsher et al., 2008). 

According to Carvallo and Kasman (2005), 

with increasing use of advanced technology as 
well as the information revolution have put 
competitive pressure on banks at both the 
domestic and international level. In emerging 
markets (where many Islamic banks are 
operating), such competitive advantage is 
crucial as banks in these markets are the main 

investment. In this context, the competitive 
advantage of Islamic banks is enhanced if they 

Non-parametric method Parametric method  

Data  
Envelopment  

Analysis 

Stochastic  
Frontier  
Analysis 

Ratio 
Analysis 

1. Comparative analysis of Islamic & conventional banks
2. Analysis of Islamic banks only
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Shamser et al., 
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Samad and 
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Hassinea and 
Limani, 2014.

 
Performance and 

 

Existing literature on performance of Islamic 

with conventional banks and Islamic windows 
operation12. 

Several comparison studies have shown higher 

conventional banks.13The second approach 
investigated performance of Islamic banks 
and tested whether they exhibited improved 

14.  

All these studies adopted a number of methods 
in assessing and measuring banks’ performance, 

or non-parametric analysis as shown in Figure 1  
below.
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A common and frequent parametric method of 
assessing Islamic bank’s performance involves 

used ratios to measure the performance of 

and comparing them with conventional banks in 
Malaysia over the period 1992 to 1996, Samad 
(1999) concluded that Bank Islam was more 

Similar result was reported by Iqbal (2001) 
when he analysed the performance of 12 
Islamic and conventional banks (of equivalent 
size) using both trend and ratio analysis 
between 1990 and 1998. Comparing their 
performances, he established that Islamic 
banks as a group outperformed conventional 
banks and concluded that Islamic banks were 

conventional peers. Hassoune (2002), on the 
other hand, reported that although Islamic banks 

to their high exposure to risk in comparison to 

out by Srairi (2009), Islamic banks usually take 
on more risk than conventional banks due to 
lack of experience and unfamiliarity with all the 

Islamic banks would require more capital to 
manage higher level of risk.

Rosly and Abu Bakar (2003) studied the 
performance of Islamic banking scheme (IBS) 
banks in Malaysia from 1996 to 1999 using 

on deposits, asset utilisation and operating 

that IBS banks recorded higher return on assets 

suggested that higher return on assets for 
IBS banks (due to lower overhead expenses) 

Islamic banks will unlikely motivate them to 

economies.

Saleh and Zeitun (2006) investigated the 
performance of Islamic banks in Jordan using 

capital structure and liquidity. Analysing 

conventional banks had increased overtime 
due to short-term investment. When comparing 
compare the performance of Islamic and 
conventional banks in the United Arab Emirates, 
Kader et al. (2007) reported that Islamic banks 

sector and conventional banking sector in 
Pakistan was analysed by Sehrish et al. (2012). 
The overall results indicated that Islamic banks 
are less risky in terms of dealing in loans 

of Islamic banks had increased in tandem with 
asset utilisation, which implies that Islamic 
banks faced higher costs as compared to their 
operating income. 

A cross-country analysis of 43 Islamic banks 
in 21 countries over the period of 1994-2001 by 
Hassan and Bashir (2003) revealed i) a positive 

ii) a negative relationship between loans and 

Islamic banks and conventional banks based 
on different sizes and ages of banks and their 
locations. They explored the cost, revenue, and 

period 1990-2005 in 21 countries in Africa, Asia, 

bank streams. Further analysis shows positive 
relationship between size of total assets and 

of Islamic and conventional banks. 

Islamic banks applied frontier analysis - the 
stochastic frontier analysis (parametric method) 
and data envelopment analysis (non-parametric 
method), to evaluate their performances and 

to measure the performance of Islamic banks, 
this approach is limited in scope and hence, 
is only suitable for benchmarking purposes. 
Primarily because they take a one-dimensional 
view of a service, product or process and ignore 
any interactions, substitutions or trade-offs 
between key variables. Thus, making frontier 
approaches far more superior when measuring 

Mokhtar et al. (2006) used stochastic frontier 
approach (SFA) to measure technical and cost 
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reported that, on average, the performance of 
Islamic banks increased during the period of 
study while conventional banks remained stable. 

level than that of their conventional peers. But 

banks and Islamic windows, the former were 

that Islamic window of foreign banks tend to be 

Similarly, Abdul-Majid et al. (2011) reported 

overcome some cost disadvantages as a result 
of rapid technical change. But this was not the 
case for Islamic windows.

Employing similar methodology, Shamsher 

the Organisation of Islamic Conference (OIC) 
countries. Their results indicated that Islamic 

in terms of resource utilisation. However, they 

of these banks was more stable over time 

versus small and new versus old banks in both 

banking streams. However, big banks (which are 
generally conventional banks) were found to be 

Islamic banks). As such Shamser et al. (2008) 
concluded that size and age did not affect the 
performance of Islamic and conventional banks. 

banks (Bader et al., 2007; Bos and Kolari, 2005 
and Isik and Hassan, 2003).

the Middle East, Asia, Africa and the UK was 

sample included 340 observations over the 
period 2001-2008. Whilst commercial banks 

Islamic banks, countries that had reformed their 
banking sector to improve the competitiveness 
of the Islamic banking sector tend to have higher 

with Asia having the highest score at 84.64%. 

reforms that would enable Islamic banks to 

Islamic banks and found that market power and 

negatively. 

Irfan et al. (2014) investigated the performance 

Asian countries (Pakistan, Iran, Bangladesh and 
Brunei) from 2004 to 2011. They used return 
on asset (ROA), return on equity (ROE) and net 

reported that Islamic banks are on average 

on musyarakah, mudarabah and istisna is cost 
effective in ROA and ROE. 

in mobilising deposits, allocating investments 
and generating income was studied by Sillah 
et al. (2014).  A sample of 12 banks (including 
Saudi-owned banks, Saudi-foreign owned banks 
and Islamic banks) over the period 2000 to 2011 
was used in the study. Findings from SFA point 

relevant factors for deposit mobilization.

Another method to assess the performance 

using the non-parametric Data Envelopment 
Analysis (DEA) method, which is considered 
superior than parametric method as the former 
distinguishes between the overall, technical, 

DEA approach involves constructing a 
nonparametric production frontier based on 
the actual input-output observations relative 

(Coelli, 1996). By examining bank data using the 
DEA approach, factors that have direct impact 

analysed.  Sherman and Gold (1985) were the 

However, one of the earliest researchers to 

the DEA approach was Yudistira (2003).  His 
sample included 18 Islamic banks over the 
period 1997 to 2000. His results indicated that 

sample period with the year 2000 being the most 

of 0.909 compared to 0.870 ,0.902, and 0.897 for 
the years 1997 ,1998 and 1999 respectively. He 
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banks in Pakistan, Sudan and Iran from 1994 
to 2001.15He highlighted that the main source 

in 21 countries during the period 1994-2001. 
Results of this study suggest that the dominant 

Adopting the same approach as Yudistira (2003), 

of Islamic banks in Malaysia and found 
evidence that Islamic banks improved their 

Saad (2010) and Kamaruddin et al. (2008) also 

using the DEA approach. The former employed 

to scale of 17 domestic and foreign Islamic 
banks over the period of 2006 to 2010. The 
authors found evidence to suggest that revenue 

Islamic and conventional banks, Kamaruddin 
et al. (2008) found evidence to show that 

Analysing the panel data of 12 Islamic banks, 
Hadi and Saad (2010) found empirical evidence 

the Islamic banking sector in Malaysia. 

On average, Islamic banks were found to be 

measures used were cost, allocative, technical, 

Conference (OIC) was analysed by Bader et al. 
(2008). The sample included 43 Islamic banks 
and 37 conventional banks from 1990 to 2005. 
The study examined the effect of size, age, and 

differences were reported between Islamic 
banks and conventional banks. However, they 

to utilising resources. This implies that the 

the ability of managers in controlling the use of 
bank’s internal resources rather than generating 
revenue. 

number of countries was examined by Brown 
and Skully (2009). Their sample included 20 
Islamic banks in 11 countries. However, the 

to several factors including the different stages 
of development across the banks investigated 
and the regulatory environments these banks 
were operating in. Ahmad and Noor (2011) 

across 25 countries and reported a positive 

evidence of a positive relationship between 

competitiveness. This implies that Islamic 
banks operating in a monopolistic sector are 

and Islamic banks in Pakistan, Shahid et al. 
(2010) reported that conventional banks had 

Islamic banks.  The authors cited two reasons 

better adoption of technology and very long 
history and experience as compared to Islamic 
banks.

in four regions - Africa, the Far East and Central 
Asia, Europe and the Middle East. Their results 

these regions is largely due to pure technical 

between regions.

Eastern and North African (MENA) and Asian 
countries, Abdul Rahman and Rosman (2013) 

Islamic banks is the scale of their operations. 

factors and economic conditions of the country 

of Islamic banks. Said (2013) measured overall 

of 2007-2009. Empirical results suggest that 

he attributed to the underdeveloped banking 
system in the region. Similarly, 

Hassine and Limani (2014) reported that 

separate study by Said (2013), he examined 

of Islamic banks in the MENA region. Based 
on empirical results, he concluded that while 
credit risk and operational risk were negatively 

Rami et al. (2013),  Kamarudin et al. (2014), Zeid 
et al. (2013) and Johnes et al. (2009) explored 

analysed data of 65 conventional and Islamic 
banks during the period from 2002 to 2010. 
Empirical results suggest that overall Islamic 

al. (2014) when examining the revenue, cost and 

and 27 Islamic banks) from 2007 to 2011. 

conventional banks. They also reported that 

analysis, Johnes et al. (2009) examined the 

analyses, they found that Islamic banks are 

On the other hand, using DEA, they found that 

than conventional banks. Zeid et al. (2013), 

of Islamic bank around the subprime crisis of 
2008 and reported that Islamic banks in the GCC 

15Cited in Hassan 
(2005)
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Despite having undergone considerable 
developments during the past few decades, 

and stability of the Islamic banking sector 
is still in its infancy. Previous literature16 has 

conventional banks, using comparative ratio 
analysis. A myriad of studies have examined 
the performance of Islamic banks using 

17. Several other studies18 have 

and compared them with conventional banks 
and Islamic windows operation. Moreover, 
competitive conditions are likely to affect bank 

19, in addition to 
equity capitalization levels20.

In fact, several authors21 have investigated the 
importance of competitive conditions on bank 

conventional banks and using a variety of key 
indicators (traditional concentration measures, 
the PR-statistic, and the Lerner index).

Some studies22 

growth, risk, and control of expenses), while 
cross-country investigations23 have considered 

and GDP growth), in addition to a few internal 

The results from many of these previous studies 
comparing the performances of Islamic and 
conventional banks are unsatisfactory for 
several reasons. First, large proportion of the 
studies is based on small samples (particularly 
of Islamic banks). Second, where sample sizes 
are large, the data have often been collected 
across a variety of countries with very different 

differences in performance between the two 
types of banking is often not tested. Studies 

– mainly return on assets (ROA) and return on 
equity (ROE) – to examine the performance of 
the banks. Forth, previous studies do not provide 

conventional and Islamic banks. This ambiguity 

16Samad, 1999; 
Samad and 
Hassan, 1999; 
Iqbal, 2001; 
Hassoun, 2002; 
Rosely, 2003; 
Sarker, 1999

17Samad, 2004; 
Wibowo and 
Saptutyningsih, 
2004; Hassan 
and Bashir, 2005; 
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purpose. It is simply a measure of optimal 
output considering the inputs utilised 
with regards to the time, effort, money 
and other resources used in the process. 

various forms across a wide range of 

provides goods and services for society 
where the marginal cost of producing a 
good is equal to its marginal revenue. 

needs to be spent in order to maximise 
output. 

integrated and decentralised, it has 
become increasingly important to 

institutions. As mentioned in the previous 
chapter, Farrell (1957) was one of the 

consists of two components: 

the effectiveness by which a given set of 
inputs is utilised to produce an output. 

when it generates the maximum output 
possible from the given set of inputs, such 
as labour, capital and technology. It would 

of chosen inputs, output falls short of the  

to which available resources are 
apportioned in order to maximise output 
in view of the cost of the inputs and their 
production technologies. Farrell (1957) 

of input choice given prices and output. 

grants us a measure of total economic 

Farrell (1957) illustrated the idea with 

and only one output. In Figure 1, we see 
the relationship between two inputs: X1 
and X2. The isoquant curve represents a 

each point of which indicates that the 

 Inputs would have to be proportionately 
reduced by the distance AB. However, the 

would be considered to be allocatively 

In order to be both allocative and 

its production costs by the distance CD 

C, where the isoquant line touches the 
isocost line. 
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The two approaches used to assess the 

econometric) and non-parametric (mathematical 
programming), employ different techniques to 
envelop a data set with different assumptions 
for random noise and for the structure of the 
production technology. 

The programming approach is non-stochastic, 

relative to other observed units. 

not known in practice. It can only be estimated 

the industry.

DEA is a non-parametric approach to determine 

decision-making units (DMUs).

The advantage of a non-parametric approach 
is that it is not necessary to assume a certain 
functional form for the production frontier 
removing subjectivity from the analysis. DEA 

relation to all the other DMUs by using the actual 
observed values for the inputs and outputs 

each of the inputs and outputs. As the DEA 
was developed in a public sector environment 
in which prices were rarely considered, the vast 
majority of previous DEA studies only estimate 

This study uses an innovative approach that 
best suits the available data on Islamic banks. 
As mentioned in Chapter 2, data on Islamic 
banks is at best incomplete. This makes it 

in Chapter 3. Hence, we have adopted an 
approach that attempts to estimate Output 

expenses as input. Assets and capital (equity) 
are used as measures of size of the banks, and 

Although based on a non-parametric approach, 

ease of reference, it will be called HD Approach, 
naming it after Humayon Dar who developed it. 
Although other approaches are more rigorous 

Financing offered by Bank i 

Financing offered by the best- 
performing bank

Assets held by bank i; and

Assets held by the bank with the 
highest amount of assets

is the reverse of the slope of the  
Assets-Financing Line in Panel E in Figure 2

X2

C

B

D

A

X10

academically, the HD Approach is the second 

that have very limited data available. 

Following the approach of the DEA analysis, 
we estimate the performance of each Islamic 
bank relative to the best performing Islamic 
bank, with respect to a chosen set of variables 

Figures 2 and 3 represent our methodology 
graphically.  

Panel A in Figure 2 presents two banks (Bank 
1 and Bank 2), out of which Bank 2 is the best-

24. 
Bank 1 is the biggest bank in terms of assets 
size and equity.

Panel B maps these banks in a Financing-Equity 
space. As Bank 2 is best –performing bank in 

2 extends F2, which is greater than F1 extended 
by Bank 1 (i.e., F2 > F1).

Panel C maps the two banks in a Financing-

Deposits space. As stated above, Bank 2 is 
assumed to be the best-performer in terms of 

F2 > F1 and D2 > D1. In the actual sample, a best-

in fact be different from a best-performing bank 
with respect to deposits.

Panel D is a mere convertor allowing us to 
switch the Financing variable from y-axis to 
x-axis (in Panel E). 

Panel F is also a 450 line converting the variable 
on x-axis into a y-axis variable. Panel G plots 
deposits against equity capital of the banks.

In Figure 3, Bank 1 (the biggest bank in terms 
of assets and equity capital) and Bank 2 (the 
best-performing bank in terms of earnings and 
the least-performing bank in terms of expenses) 
are represented in the same way as in Figure 
2. The Panels in Figure 3 depict the underlying 

24Here we are 
assuming that 
Bank 2 is the best-
performing bank in 

and deposits but in 
reality it is possible 
that a bank that 
performs best in 

may not be the best 
performing bank 
in terms of deposit 
collection.

which is determined by the assets-adjusted 

the bank that extends the maximum amount 

Where



73

EFFICIENCY  
OF ISLAMIC BANKS

MEASUREMENT OF EFFICIENCY  
OF ISLAMIC BANKS

PERFORMANCE 
INDICATORS

OVERVIEW OF  
ISLAMIC BANKINGCHAPTER FOUR CHAPTER FOUR

71ISLAMIC BANKING
GROWTH, EFFICIENCY AND STABILITY

70 ISLAMIC BANKING
GROWTH, EFFICIENCY AND STABILITY

The two approaches used to assess the 

econometric) and non-parametric (mathematical 
programming), employ different techniques to 
envelop a data set with different assumptions 
for random noise and for the structure of the 
production technology. 

The programming approach is non-stochastic, 

relative to other observed units. 

not known in practice. It can only be estimated 

the industry.

DEA is a non-parametric approach to determine 

decision-making units (DMUs).

The advantage of a non-parametric approach 
is that it is not necessary to assume a certain 
functional form for the production frontier 
removing subjectivity from the analysis. DEA 

relation to all the other DMUs by using the actual 
observed values for the inputs and outputs 

each of the inputs and outputs. As the DEA 
was developed in a public sector environment 
in which prices were rarely considered, the vast 
majority of previous DEA studies only estimate 

This study uses an innovative approach that 
best suits the available data on Islamic banks. 
As mentioned in Chapter 2, data on Islamic 
banks is at best incomplete. This makes it 

in Chapter 3. Hence, we have adopted an 
approach that attempts to estimate Output 

expenses as input. Assets and capital (equity) 
are used as measures of size of the banks, and 

Although based on a non-parametric approach, 

ease of reference, it will be called HD Approach, 
naming it after Humayon Dar who developed it. 
Although other approaches are more rigorous 

Financing offered by Bank i 

Financing offered by the best- 
performing bank

Assets held by bank i; and

Assets held by the bank with the 
highest amount of assets

is the reverse of the slope of the  
Assets-Financing Line in Panel E in Figure 2

X2

C

B

D

A

X10

academically, the HD Approach is the second 

that have very limited data available. 

Following the approach of the DEA analysis, 
we estimate the performance of each Islamic 
bank relative to the best performing Islamic 
bank, with respect to a chosen set of variables 

Figures 2 and 3 represent our methodology 
graphically.  

Panel A in Figure 2 presents two banks (Bank 
1 and Bank 2), out of which Bank 2 is the best-

24. 
Bank 1 is the biggest bank in terms of assets 
size and equity.

Panel B maps these banks in a Financing-Equity 
space. As Bank 2 is best –performing bank in 

2 extends F2, which is greater than F1 extended 
by Bank 1 (i.e., F2 > F1).

Panel C maps the two banks in a Financing-

Deposits space. As stated above, Bank 2 is 
assumed to be the best-performer in terms of 

F2 > F1 and D2 > D1. In the actual sample, a best-

in fact be different from a best-performing bank 
with respect to deposits.

Panel D is a mere convertor allowing us to 
switch the Financing variable from y-axis to 
x-axis (in Panel E). 

Panel F is also a 450 line converting the variable 
on x-axis into a y-axis variable. Panel G plots 
deposits against equity capital of the banks.

In Figure 3, Bank 1 (the biggest bank in terms 
of assets and equity capital) and Bank 2 (the 
best-performing bank in terms of earnings and 
the least-performing bank in terms of expenses) 
are represented in the same way as in Figure 
2. The Panels in Figure 3 depict the underlying 

24Here we are 
assuming that 
Bank 2 is the best-
performing bank in 

and deposits but in 
reality it is possible 
that a bank that 
performs best in 

may not be the best 
performing bank 
in terms of deposit 
collection.

which is determined by the assets-adjusted 

the bank that extends the maximum amount 

Where



74

EFFICIENCY  
OF ISLAMIC BANKS

MEASUREMENT OF EFFICIENCY  
OF ISLAMIC BANKS

PERFORMANCE 
INDICATORS

OVERVIEW OF  
ISLAMIC BANKINGCHAPTER FOUR CHAPTER FOUR

73ISLAMIC BANKING
GROWTH, EFFICIENCY AND STABILITY

72 ISLAMIC BANKING
GROWTH, EFFICIENCY AND STABILITY

Slope of the green line is  

Assets

Financing Financing

Financing Deposites Equity

Financing

Deposites

Financing

Panel C

Panel F

Panel D

Panel E

Panel B

Panel A

Panel G

Deposites

Deposites Equity

Assets

Bank1

Bank2

F

F F

D

D

F

F F

D

D

E E

E

E

E

E

Slope of the green line is  

Assets

Expenses Expenses

Expenses Earnings Equity

Expenses

Earnings

Expenses

Panel C

Panel F

Panel D

Panel E

Panel B

Panel A

Panel G

Earnings

Earnings Equity

Assets

Bank1

Bank2

F

F

E E

E

E

E

E



75

EFFICIENCY  
OF ISLAMIC BANKS

MEASUREMENT OF EFFICIENCY  
OF ISLAMIC BANKS

PERFORMANCE 
INDICATORS

OVERVIEW OF  
ISLAMIC BANKINGCHAPTER FOUR CHAPTER FOUR

73ISLAMIC BANKING
GROWTH, EFFICIENCY AND STABILITY

72 ISLAMIC BANKING
GROWTH, EFFICIENCY AND STABILITY

Slope of the green line is  

Assets

Financing Financing

Financing Deposites Equity

Financing

Deposites

Financing

Panel C

Panel F

Panel D

Panel E

Panel B

Panel A

Panel G

Deposites

Deposites Equity

Assets

Bank1

Bank2

F

F F

D

D

F

F F

D

D

E E

E

E

E

E

Slope of the green line is  

Assets

Expenses Expenses

Expenses Earnings Equity

Expenses

Earnings

Expenses

Panel C

Panel F

Panel D

Panel E

Panel B

Panel A

Panel G

Earnings

Earnings Equity

Assets

Bank1

Bank2

F

F

E E

E

E

E

E



76

EFFICIENCY  
OF ISLAMIC BANKS

MEASUREMENT OF EFFICIENCY  
OF ISLAMIC BANKS

PERFORMANCE 
INDICATORS

OVERVIEW OF  
ISLAMIC BANKINGCHAPTER FOUR CHAPTER FOUR

75ISLAMIC BANKING
GROWTH, EFFICIENCY AND STABILITY

74 ISLAMIC BANKING
GROWTH, EFFICIENCY AND STABILITY

: 

which is determined by the capital-adjusted 
deposits of an Islamic bank with respect to 

25Total assets are 
used as a measure 
of the size of the 
bank.

26We are using 
the term interest 
expense to denote 
expenses related 
with murabaha, 
salam and ijara etc. 
Islamic banks use 
the term interest 
expense when 
reporting the data 
to Bankscope as 
there is no separate 
entry for Islamic 

Deposits collected by a bank i

is the slope of the Deposits-Equity Line in 
Panel G of Figure 2

Deposits collected by the best-forming 
bank in terms of deposits collection

Equity capital of the bank i; and 

Equity capital of the bank with the  
highest equity capital in the sample

Where Where

the banks that collects the maximum amount 
of deposits (the best-performing bank with 

which is determined by the size25 -adjusted 
expenses of an Islamic bank with respect to 

the bank incurring the maximum amount of 
expenses (the least-performing bank with 

is the reverse of the slope of the  
Assets-Financing Line in Panel E in Figure 3

Expenses incurred by a bank i

Expenses incurred by the  
least-performing bank in the sample,  
in terms of expenses

Equity capital of the bank with the 
highest equity capital in the sample

Equity capital of the bank i; and 

Where

: 

which is determined by the capital-adjusted 
earnings of an Islamic bank relative to 

the bank that earns the most (the best-
performing bank with respect to earnings). 

Earnings of the banks with the highest amount of earnings, in the sample

Equity capital of the bank i; and 

Equity capital of the bank with the highest equity capital in the sample

Earnings of a bank i

and is a linear combination of the two, i.e., α = a1 

represented in this report as γ = α + β. 

necessarily a vector approach to measuring 

Bankscope provides data on about 170 Islamic 
banks worldwide out of which some we had to 
exclude 35 Islamic banks due to incompleteness 
of data. 

We used the latest available data on the 
following variables for 132 Islamic banks from 
33 countries.

There were 7 variables used in the analysis, 
given in Table 1, along with their average values 
and standard deviations. 

Personnel expenses and interest26  expenses 
were lumped together to use an aggregated 

As the table suggests, all the variables 
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Variables Number of Observations Mean (‘000 US$)
Standard  

Deviation (‘000 US$)

Assets 132

132

Financing27  132

132

132

132

132

132

Table 1: Variables Included in the Analysis

Our results show that Kuwait Finance House  

However, it does not outperform other banks 
in all the components of our measure of 

it outperforms all other banks with the perfect 
score of 1, Al Inma Bank (Saudi Arabia) is the 

management of expenses; however overall it is 
the worst bank in our sample. 

This is perhaps because of the lack of 

faced in its international banking operations. 
Bak Saderat, another Iranian bank, is the most 

Table 2 ranks 132 Islamic banks drawn from 
all over the world, in terms of their overall 

7 countries, including Kuwait (1), Saudi Arabia 
(2), Iran (5), UAE (4), Qatar (4), Malaysia (2) 
and Bahrain. It is interesting to note that it is 
only Malaysia outside the GCC and Iran, which 
features in the top 20 list. 

27Bankscope uses 
the term loans 

we prefer to use 

better reflects 
the operations of 
Islamic banks.

Bank Name Country

1

2

Iran 3

Iran

UAE 5

Qatar

Qatar 8

UAE 9

Iran 10

Qatar 11

UAE 12

Qatar 13

Iran

UAE 15

Bahrain

Iran 18

19

Bahrain 20

Iran 21

22

Bahrain 23

25

28

UAE 29

30

Bahrain 31

UAE 32

Oman 33

Bahrain

35
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Variables Number of Observations Mean (‘000 US$)
Standard  

Deviation (‘000 US$)

Assets 132

132

Financing27  132

132

132

132

132

132

Table 1: Variables Included in the Analysis

Our results show that Kuwait Finance House  

However, it does not outperform other banks 
in all the components of our measure of 

it outperforms all other banks with the perfect 
score of 1, Al Inma Bank (Saudi Arabia) is the 

management of expenses; however overall it is 
the worst bank in our sample. 

This is perhaps because of the lack of 

faced in its international banking operations. 
Bak Saderat, another Iranian bank, is the most 

Table 2 ranks 132 Islamic banks drawn from 
all over the world, in terms of their overall 

7 countries, including Kuwait (1), Saudi Arabia 
(2), Iran (5), UAE (4), Qatar (4), Malaysia (2) 
and Bahrain. It is interesting to note that it is 
only Malaysia outside the GCC and Iran, which 
features in the top 20 list. 

27Bankscope uses 
the term loans 

we prefer to use 

better reflects 
the operations of 
Islamic banks.

Bank Name Country

1

2

Iran 3

Iran

UAE 5

Qatar

Qatar 8

UAE 9

Iran 10

Qatar 11

UAE 12

Qatar 13

Iran

UAE 15

Bahrain

Iran 18

19

Bahrain 20

Iran 21

22

Bahrain 23

25

28

UAE 29

30

Bahrain 31

UAE 32

Oman 33

Bahrain

35
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Bank Name Country

UK

Bahrain 38

Oman 39

Bahrain

 

Bahrain

UK

50

UAE 51

52

53

55

Jordan

58

Bangladesh 59

Indonesia

Indonesia

Nigeria

Bangladesh

Bangladesh

Bank Name Country

Indonesia

Bahrain

Bangladesh 80

Palestine 81

82

Bangladesh 83

Indonesia

 85

 

88

Palestine 89

Yemen 90

Financing 91

Yemen 92

Jordan 93

 Senegal

95

Indonesia

Indonesia

 98

99

100

Bahrain 101

Yemen 102

103

105

Indonesia
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Bank Name Country
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50

UAE 51

52

53

55

Jordan

58

Bangladesh 59

Indonesia

Indonesia
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Bangladesh

Bangladesh

Bank Name Country

Indonesia

Bahrain

Bangladesh 80

Palestine 81
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Bangladesh 83

Indonesia

 85
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Palestine 89
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Financing 91

Yemen 92

Jordan 93
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Indonesia

Indonesia
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100

Bahrain 101
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Bank Name Country

Bangladesh

108

109

110

111

Jordan 112

113

UK

115

Yemen

118

119

120

121

122

Indonesia 123

Iran

Bangladesh 125

Thailand

128

129

Iran 130

Iran 131

from 12 countries of the world, including 6 
GCC countries (24), Iran (6), Malaysia (10), UK 
(2), Turkey (2), Brunei Darussalam (1) and Iraq 
(1).The important exclusions are Pakistan, 
Indonesia, Bangladesh and the whole of 

the African continent.  Table 3 summarises 

Malaysia, Sudan and the rest of the world. It 
also breaks down the sample into important 
countries where Islamic banking exists. 

Banks GCC Iran Malaysia Sudan Others Total

13 5 2 0 0 20

29 9 0 50

31 8 39 100

All 33 9 13 132

Table 3: Variables Included in the Analysis

Bank Name Country
Score

 
Rank (1)

Output  

(2)

Difference  
(2-1)

Output 

Rank (3)

Difference 
(3-1)

1 1 0 5-

2 2 0 1 1

Iran 3 11 8- 2 1

Iran 3 1 0

UAE 5 5 0 3 2

Qatar Islamic Qatar 0 5 1

0 8 1-

Qatar 8 8 0 1

UAE 9 9 0 9 0

Iran 10 10 0 10 0

Qatar 11 13 2- 11 0

UAE 12 15 3- 13 1-

Qatar 
International Qatar 13 19 12 1

and Mine Iran 12 2 23 9-

Sharjah Islamic UAE 15 18 3- 15 0

Bahrain 21 5- 1-

1 25 8-

Iran 18 19-

19 20 1- 20 1-

19 20 1- 20 1-

Bahrain 20

Iran 21 35

22 25 3- 2-

Bahrain 23 19- 18 5

30

25 11- 22 3

Bank Name Country
Score

 
Rank (1)

Output  

(2)

Difference  
(1-2)

Output 

Rank (3)

Difference 
(1-3)

1 1 0 -5

2 2 0 1 1

Iran 3 11 -8 2 1

Iran 3 1 0

UAE 5 5 0 3 2

Qatar Islamic Qatar 0 5 1

0 8 -1

Qatar 8 8 0 1

UAE 9 9 0 9 0

Iran 10 10 0 10 0

Qatar 11 13 -2 11 0

UAE 12 15 -3 13 -1

Qatar 
International Qatar 13 19 12-6 1

and Mine Iran 12 2 23 -9

Sharjah Islamic UAE 15 18 -3 15 0

Bahrain 21 -5 -1

1 25 -8

Iran 18 -19

19 20 -1 20 -1

19 20 -1 20 -1

Bahrain 20

Iran 21 35

22 25 -3 -2

Bahrain 23 -19 18 5

30

25 -11 22 3

rankings of the Islamic banks accordingly. While Kuwait Finance House (Kuwait) scores highest on the 

-14

-6
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International Qatar 13 19 12 1
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Sharjah Islamic UAE 15 18 3- 15 0
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1 25 8-
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19 20 1- 20 1-

19 20 1- 20 1-

Bahrain 20

Iran 21 35

22 25 3- 2-
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30

25 11- 22 3

Bank Name Country
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Rank (1)

Output  

(2)

Difference  
(1-2)

Output 
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Difference 
(1-3)

1 1 0 -5

2 2 0 1 1

Iran 3 11 -8 2 1

Iran 3 1 0

UAE 5 5 0 3 2

Qatar Islamic Qatar 0 5 1

0 8 -1

Qatar 8 8 0 1

UAE 9 9 0 9 0

Iran 10 10 0 10 0

Qatar 11 13 -2 11 0

UAE 12 15 -3 13 -1

Qatar 
International Qatar 13 19 12-6 1

and Mine Iran 12 2 23 -9

Sharjah Islamic UAE 15 18 -3 15 0

Bahrain 21 -5 -1

1 25 -8

Iran 18 -19

19 20 -1 20 -1

19 20 -1 20 -1
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22 25 -3 -2
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rankings of the Islamic banks accordingly. While Kuwait Finance House (Kuwait) scores highest on the 

-14

-6



84

EFFICIENCY  
OF ISLAMIC BANKS

MEASUREMENT OF EFFICIENCY  
OF ISLAMIC BANKS

PERFORMANCE 
INDICATORS

OVERVIEW OF  
ISLAMIC BANKINGCHAPTER FOUR CHAPTER FOUR

83ISLAMIC BANKING
GROWTH, EFFICIENCY AND STABILITY

82 ISLAMIC BANKING
GROWTH, EFFICIENCY AND STABILITY

Bank Name Country
Score

 
Rank (1)

Output  

(2)

Difference  
(1-2)

Output 

Rank (3)

Difference 
(1-3)

Kuwait 
International Bank Kuwait 0.4642 26 22 4 26 0

Bank Islam Brunei 
Darussalam

Brunei 
Darussalam 0.4639 27 29 -2 25 2

Kuwait Finance 
House (Malaysia) Malaysia 0.4612 28 28 0 29 -1

Noor Bank UAE 0.4612 29 34 -5 28 1

Kuwait Turkish 
Participation Bank Turkey 0.4607 30 24 6 38 -8

Ithmaar Bank Bahrain 0.4605 31 49 -18 27 4

Emirates Islamic 
Bank UAE 0.4603 32 27 5 36 -4

Bank Nizwa Oman 0.4600 33 32 1 32 1

Ibdar Bank Bahrain 0.4598 34 35 -1 33 1

RHB Islamic Bank Malaysia 0.4593 35 43 8- 31 4

Bank of London 
and The Middle 
East

UK 0.4588 36 30 6 43 -7

CIMB Islamic 
Bank Malaysia 0.4585 37 45 -8 37 0

ABC Islamic Bank Bahrain 0.4585 38 33 5 44 -6

Alizz Islamic Bank Oman 0.4582 39 38 1 41 -2

Warba Bank Kuwait 0.4581 40 41 -1 42 -2

Public Islamic 
Bank Malaysia 0.4579 41 77 -36 34 7

Khaleeji 
Commercial Bank Bahrain 0.4572 42 52 -10 46 -4

National Islamic 
Bank Iraq 0.4572 43 40 3 49 -6

Bank Islam 
Malaysia Malaysia 0.4570 44 103 -59 39 5

International 
Development 
Bank for 
Investment & 
Islamic Finance

Iraq 0.4569 45 46 -1 48 -3

Bank Muamalat 
Malaysia Malaysia 0.4567 46 111 -65 40 6

Bank Alkhair Bahrain 0.4567 47 54 -7 47 0

Hong Leong 
Islamic Bank Malaysia 0.4566 48 78 -30 45 3

Gatehouse Bank UK 0.4566 49 47 2 50 -1

Table4: (Contd.)

Bank Name Country
Score

 
Rank (1)

Output  

(2)

Difference  
(1-2)

Output 

Rank (3)

Difference 
(1-3)

Iraqi Islamic Bank 
for Investment & 
Development

Iraq 0.4563 5v0 48 2 51 -1

Ajman Bank UAE 0.4562 51 44 7 55 -4

Islamic Bank of 
Asia Singapore 0.4562 52 51 1 52 0

Al Salam Bank Sudan 0.4561 53 53 0 53 0

Albaraka Turk 
Participation Bank Turkey 0.4561 54 31 23 77 -23

Bank Sarmayeh Iraq 0.4557 55 39 16 70 -15

HSBC Amanah 
Malaysia Malaysia 0.4557 56 56 0 59 -3

Jordan Dubai 
Islamic Bank Jordan 0.4556 57 59 -2 54 3

Asian Finance 
Bank Malaysia 0.4556 58 57 1 57 1

Export Import 
Bank of 
Bangladesh

Bangladesh 0.4556 59 50 9 63 -4

Al Rajhi Banking 
& Investment 
Corporation 
(Malaysia)

Malaysia 0.4554 60 62 -2 58 2

Omdurman 
National Bank Sudan 0.4550 61 55 6 67 -6

Alliance Islamic 
Bank Malaysia 0.4548 62 75 -13 62 0

Bank Maybank 
Syariah Indonesia Indonesia 0.4548 63 60 3 65 -2

Bank of Khartoum Sudan 0.4546 64 64 0 72 8-

Bank Panin 
Syariah Indonesia 0.4546 65 67 -2 71 -6

Bank Asya Turkey 0.4545 66 23 43 129 -63

Jaiz Bank Nigeria 0.4545 67 74 -7 68 -1

National Bank of 
Sudan Sudan 0.4544 68 68 0 75 -7

Shahjalal Islami 
Bank Bangladesh 0.4544 69 72 -3 73 -4

Al-Arafah Islami 
Bank Bangladesh 0.4543 70 61 9 82 -12

United Capital 
Bank Sudan 0.4543 71 66 5 79 -8

Arab Sudanese 
Bank Sudan 0.4543 72 76 -4 74 -2

Table4: (Contd.)
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Bank Name Country
Score

 
Rank (1)

Output  

(2)

Difference  
(1-2)

Output 

Rank (3)

Difference 
(1-3)
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Darussalam 0.4639 27 29 -2 25 2
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House (Malaysia) Malaysia 0.4612 28 28 0 29 -1

Noor Bank UAE 0.4612 29 34 -5 28 1

Kuwait Turkish 
Participation Bank Turkey 0.4607 30 24 6 38 -8

Ithmaar Bank Bahrain 0.4605 31 49 -18 27 4

Emirates Islamic 
Bank UAE 0.4603 32 27 5 36 -4

Bank Nizwa Oman 0.4600 33 32 1 32 1

Ibdar Bank Bahrain 0.4598 34 35 -1 33 1

RHB Islamic Bank Malaysia 0.4593 35 43 8- 31 4

Bank of London 
and The Middle 
East

UK 0.4588 36 30 6 43 -7

CIMB Islamic 
Bank Malaysia 0.4585 37 45 -8 37 0

ABC Islamic Bank Bahrain 0.4585 38 33 5 44 -6

Alizz Islamic Bank Oman 0.4582 39 38 1 41 -2

Warba Bank Kuwait 0.4581 40 41 -1 42 -2

Public Islamic 
Bank Malaysia 0.4579 41 77 -36 34 7

Khaleeji 
Commercial Bank Bahrain 0.4572 42 52 -10 46 -4

National Islamic 
Bank Iraq 0.4572 43 40 3 49 -6

Bank Islam 
Malaysia Malaysia 0.4570 44 103 -59 39 5

International 
Development 
Bank for 
Investment & 
Islamic Finance

Iraq 0.4569 45 46 -1 48 -3

Bank Muamalat 
Malaysia Malaysia 0.4567 46 111 -65 40 6

Bank Alkhair Bahrain 0.4567 47 54 -7 47 0

Hong Leong 
Islamic Bank Malaysia 0.4566 48 78 -30 45 3

Gatehouse Bank UK 0.4566 49 47 2 50 -1

Table4: (Contd.)

Bank Name Country
Score

 
Rank (1)

Output  

(2)

Difference  
(1-2)

Output 

Rank (3)

Difference 
(1-3)

Iraqi Islamic Bank 
for Investment & 
Development

Iraq 0.4563 5v0 48 2 51 -1

Ajman Bank UAE 0.4562 51 44 7 55 -4

Islamic Bank of 
Asia Singapore 0.4562 52 51 1 52 0

Al Salam Bank Sudan 0.4561 53 53 0 53 0

Albaraka Turk 
Participation Bank Turkey 0.4561 54 31 23 77 -23

Bank Sarmayeh Iraq 0.4557 55 39 16 70 -15

HSBC Amanah 
Malaysia Malaysia 0.4557 56 56 0 59 -3

Jordan Dubai 
Islamic Bank Jordan 0.4556 57 59 -2 54 3

Asian Finance 
Bank Malaysia 0.4556 58 57 1 57 1

Export Import 
Bank of 
Bangladesh

Bangladesh 0.4556 59 50 9 63 -4

Al Rajhi Banking 
& Investment 
Corporation 
(Malaysia)

Malaysia 0.4554 60 62 -2 58 2

Omdurman 
National Bank Sudan 0.4550 61 55 6 67 -6

Alliance Islamic 
Bank Malaysia 0.4548 62 75 -13 62 0

Bank Maybank 
Syariah Indonesia Indonesia 0.4548 63 60 3 65 -2

Bank of Khartoum Sudan 0.4546 64 64 0 72 8-

Bank Panin 
Syariah Indonesia 0.4546 65 67 -2 71 -6

Bank Asya Turkey 0.4545 66 23 43 129 -63

Jaiz Bank Nigeria 0.4545 67 74 -7 68 -1

National Bank of 
Sudan Sudan 0.4544 68 68 0 75 -7

Shahjalal Islami 
Bank Bangladesh 0.4544 69 72 -3 73 -4

Al-Arafah Islami 
Bank Bangladesh 0.4543 70 61 9 82 -12

United Capital 
Bank Sudan 0.4543 71 66 5 79 -8

Arab Sudanese 
Bank Sudan 0.4543 72 76 -4 74 -2

Table4: (Contd.)
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Bank Name Country
Score

 
Rank (1)

Output  

(2)

Difference  
(1-2)

Output 

Rank (3)

Difference 
(1-3)

Albaraka Bank 
Tunisia Tunisia 0.4542 73 99 -26 69 4

Bank Jawa Barat 
Banten Syariah Indonesia 0.4542 74 65 9 85 -11

Standard 
Chartered Saadiq Malaysia 0.4542 75 71 4 80 -5

Malaysia 0.4541 76 120 -44 61 15

Arab Finance 
House Lebanon 0.4540 77 79 -2 81 -4

Bahrain Islamic 
Bank Bahrain 0.4540 78 94 -16 76 2

Blue Nile Mashreq 
Bank Sudan 0.4539 79 58 21 111 -32

Islami Bank 
Bangladesh Bangladesh 0.4538 80 69 11 106 -26

Arab Islamic Bank Palestine 0.4538 81 96 -15 83 -2

Burj Bank Pakistan 0.4538 82 84 -2 89 -7

Social Islami Bank Bangladesh 0.4538 83 73 10 96 -13

Bank Muamalat 
Indonesia Tbk Indonesia 0.4538 84 109 -25 78 6

Alkhair 
International 
Islamic Bank

Malaysia 0.4538 85 89 -4 87 -2

Albaraka Bank South Africa 0.4538 86 82 4 92 -6

La Banque 
Islamique de 
Mauritanie

Mauritania 0.4538 87 88 -1 90 -3

Banque Al Wava 
Mauritanienne 
Islamique

Mauritania 0.4538 88 87 1 91 -3

Palestine Islamic 
Bank Palestine 0.4537 89 86 3 95 -6

Tadhamon 
International 
Islamic Bank

Yemen 0.4537 90 125 -35 56 34

Al-Bilad Islamic 
Bank for 
Investments & 
Financing

Iraq 0.4537 91 90 1 94 -3

Islamic Bank 
of Yemen for 
Finance & 
Investment

Yemen 0.4537 92 93 -1 93 -1

Jordan Islamic 
Bank Jordan 0.4536 93 110 -17 84 9

Table4: (Contd.)

Bank Name Country
Score

 
Rank (1)

Output  

(2)

Difference  
(1-2)

Output 

Rank (3)

Difference 
(1-3)

Banque Islamique 
du Sénégal Senegal 0.4536 94 83 11 104 -10

Sudanese 
Egyptian Bank Sudan 0.4536 95 91 4 101 -6

Bank Victoria 
Syariah Indonesia 0.4536 96 92 4 102 -6

Bank BRI Syariah Indonesia 0.4535 97 70 27 115 -18

Syria International 
Islamic Bank Syria 0.4535 98 112 -14 86 12

Al-Amanah 
Islamic 
Investment Bank 
of the Philippines

Philippines 0.4535 99 95 4 103 -4

Gulf African Bank Kenya 0.4535 100 85 15 110 -10

Albaraka Islamic 
Bank Bahrain 0.4535 101 123 -22 64 37

Shamil Bank of 
Yemen & Bahrain Yemen 0.4535 102 106 -4 99 3

Amana Bank Amana 
Bank 0.4535 103 97 6 108 -5

Cham Islamic 
Bank Syria 0.4534 104 102 2 105 -1

Maldives Islamic 
Bank Maldives 0.4534 105 101 4 107 -2

Bank BNI Syariah Indonesia 0.4534 106 63 43 121 -15

First Security 
Islami Bank Bangladesh 0.4533 107 115 -8 98 9

Albaraka Bank 
(Pakistan) Pakistan 0.4533 108 113 -5 100 8

First Community 
Bank Kenya 0.4533 109 98 11 112 -3

OCBC Al-Amin 
Bank Malaysia 0.4532 110 100 10 114 -4

Al Baraka Bank 
Sudan Sudan 0.4532 111 104 7 113 -2

Islamic 
International Arab 
Bank

Jordan 0.4531 112 124 -12 66 46

Al Shamal Islamic 
Bank Sudan 0.4531 113 107 6 116 -3

Al Rayan Bank UK UK 0.4531 114 118 -4 88 26

Sudanese French 
Bank Sudan 0.4531 115 107 8 118 -3

Dubai Islamic 
Bank Pakistan Pakistan 0.4531 116 108 8 117 -1

Table4: (Contd.)
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Islamic Bank Syria 0.4535 98 112 -14 86 12

Al-Amanah 
Islamic 
Investment Bank 
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Philippines 0.4535 99 95 4 103 -4

Gulf African Bank Kenya 0.4535 100 85 15 110 -10

Albaraka Islamic 
Bank Bahrain 0.4535 101 123 -22 64 37

Shamil Bank of 
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Cham Islamic 
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Albaraka Bank 
(Pakistan) Pakistan 0.4533 108 113 -5 100 8

First Community 
Bank Kenya 0.4533 109 98 11 112 -3

OCBC Al-Amin 
Bank Malaysia 0.4532 110 100 10 114 -4

Al Baraka Bank 
Sudan Sudan 0.4532 111 104 7 113 -2

Islamic 
International Arab 
Bank

Jordan 0.4531 112 124 -12 66 46

Al Shamal Islamic 
Bank Sudan 0.4531 113 107 6 116 -3

Al Rayan Bank UK UK 0.4531 114 118 -4 88 26

Sudanese French 
Bank Sudan 0.4531 115 107 8 118 -3

Dubai Islamic 
Bank Pakistan Pakistan 0.4531 116 108 8 117 -1

Table4: (Contd.)
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Bank Name Country
Score

 
Rank (1)

Output  

(2)

Difference  
(1-2)

Output 

Rank (3)

Difference 
(1-3)

Saba Islamic 
Bank Yemen 0.4530 117 117 0 97 20

Bank Islami 
Pakistan Pakistan 0.4529 118 116 2 109 9

Al Nile Bank for 
Commerce & 
Development

Sudan 0.4529 119 114 5 119 0

Investment Dar 
Co Kuwait 0.4528 120 80 40 123 -3

Faisal Islamic 
Bank (Sudan) Sudan 0.4519 121 122 -1 122 -1

Al Baraka Bank 
Egypt Egypt 0.4515 122 127 -5 120 2

Bank Syariah 
Mandiri Indonesia 0.4511 123 81 42 128 -5

Bank Tejarat Iran 0.4509 124 131 -7 21 103

ICB Islamic Bank Bangladesh 0.4507 125 121 4 126 -1

Islamic Bank of 
Thailand Thailand 0.4507 126 119 7 127 -1

Abu Dhabi Islamic 
Bank Egypt 0.4505 127 126 1 125 2

Meezan Bank Pakistan 0.4499 128 128 0 124 4

Faisal Islamic 
Bank of Egypt Egypt 0.4483 129 130 -1 60 69

Saman Bank Iran 0.4294 130 129 1 130 0

Kuwait Finance 
House Kuwait 0.9016 1 1 0 6 -5

Alinma Bank Saudi 
Arabia 0.6653 2 2 0 1 1

Bank Melli Iran Iran 0.6101 3 11 -8 2 1

Bank Saderat Iran Iran 0.6001 4 3 1 4 0

Dubai Islamic 
Bank UAE 0.5930 5 5 0 3 2

Qatar Islamic 
Bank Qatar 0.5564 6 6 0 5 1

Bank Rakyat Malaysia 0.5280 7 7 0 8 -1

Masraf Al Rayan Qatar 0.5262 8 8 0 7 1

Abu Dhabi Islamic 
Bank. UAE 0.5170 9 9 0 9 0

Bank Sepah Iran 0.5064 10 10 0 10 0

Barwa Bank Qatar 0.4833 11 13 -2 11 0

Table4: (Contd.)

Bank Name Country
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Rank (1)

Output  

(2)

Difference  
(1-2)

Output 

Rank (3)

Difference 
(1-3)

Masraf Al Rayan Qatar 0.5262 8 8 0 7 1

Abu Dhabi Islamic 
Bank. UAE 0.5170 9 9 0 9 0

Bank Sepah Iran 0.5064 10 10 0 10 0

Barwa Bank Qatar 0.4833 11 13 -2 11 0

Al Hilal Bank UAE 0.4748 12 15 -3 13 -1

Qatar 
International 
Islamic Bank

Qatar 0.4736 13 19 -6 12 1

Bank of Industry 
and Mine Iran 0.4728 14 12 2 23 -9

Sharjah Islamic 
Bank UAE 0.4715 15 18 -3 15 0

Kuwait Finance 
House Bahrain 0.4689 16 21 -2 17 -1

Maybank Islamic Malaysia 0.4687 17 16 1 25 -8

Parsian Bank Iran 0.4684 18 37 -19 14 4

Bank Al Bilad Saudi 
Arabia 0.4683 19 20 -1 20 -1

Albaraka Banking 
Group Bahrain 0.4673 20 26 -6 16 4

Bank Pasargad Iran 0.4670 21 14 7 35 -14

Boubyan Bank Kuwait 0.4650 22 25 -3 24 -2

Al-Salam Bank Bahrain 0.4650 23 42 -19 18 5

Turkiye Finans 
Katilim Bankasi Turkey 0.4648 24 17 7 30 -6

Bank AlJazira Saudi 
Arabia 0.4644 25 36 -11 22 3

Kuwait 
International Bank Kuwait 0.4642 26 22 4 26 0

Bank Islam Brunei 
Darussalam

Brunei 
Darussalam 0.4639 27 29 -2 25 2

Kuwait Finance 
House (Malaysia) Malaysia 0.4612 28 28 0 29 -1

Table4: (Contd.)
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(1-2)

Output 
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Difference 
(1-3)

Saba Islamic 
Bank Yemen 0.4530 117 117 0 97 20

Bank Islami 
Pakistan Pakistan 0.4529 118 116 2 109 9

Al Nile Bank for 
Commerce & 
Development

Sudan 0.4529 119 114 5 119 0

Investment Dar 
Co Kuwait 0.4528 120 80 40 123 -3

Faisal Islamic 
Bank (Sudan) Sudan 0.4519 121 122 -1 122 -1

Al Baraka Bank 
Egypt Egypt 0.4515 122 127 -5 120 2

Bank Syariah 
Mandiri Indonesia 0.4511 123 81 42 128 -5

Bank Tejarat Iran 0.4509 124 131 -7 21 103

ICB Islamic Bank Bangladesh 0.4507 125 121 4 126 -1

Islamic Bank of 
Thailand Thailand 0.4507 126 119 7 127 -1

Abu Dhabi Islamic 
Bank Egypt 0.4505 127 126 1 125 2

Meezan Bank Pakistan 0.4499 128 128 0 124 4

Faisal Islamic 
Bank of Egypt Egypt 0.4483 129 130 -1 60 69

Saman Bank Iran 0.4294 130 129 1 130 0

Kuwait Finance 
House Kuwait 0.9016 1 1 0 6 -5

Alinma Bank Saudi 
Arabia 0.6653 2 2 0 1 1

Bank Melli Iran Iran 0.6101 3 11 -8 2 1

Bank Saderat Iran Iran 0.6001 4 3 1 4 0

Dubai Islamic 
Bank UAE 0.5930 5 5 0 3 2

Qatar Islamic 
Bank Qatar 0.5564 6 6 0 5 1

Bank Rakyat Malaysia 0.5280 7 7 0 8 -1

Masraf Al Rayan Qatar 0.5262 8 8 0 7 1

Abu Dhabi Islamic 
Bank. UAE 0.5170 9 9 0 9 0

Bank Sepah Iran 0.5064 10 10 0 10 0

Barwa Bank Qatar 0.4833 11 13 -2 11 0
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Abu Dhabi Islamic 
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Al Hilal Bank UAE 0.4748 12 15 -3 13 -1

Qatar 
International 
Islamic Bank

Qatar 0.4736 13 19 -6 12 1

Bank of Industry 
and Mine Iran 0.4728 14 12 2 23 -9

Sharjah Islamic 
Bank UAE 0.4715 15 18 -3 15 0

Kuwait Finance 
House Bahrain 0.4689 16 21 -2 17 -1

Maybank Islamic Malaysia 0.4687 17 16 1 25 -8

Parsian Bank Iran 0.4684 18 37 -19 14 4

Bank Al Bilad Saudi 
Arabia 0.4683 19 20 -1 20 -1

Albaraka Banking 
Group Bahrain 0.4673 20 26 -6 16 4

Bank Pasargad Iran 0.4670 21 14 7 35 -14

Boubyan Bank Kuwait 0.4650 22 25 -3 24 -2

Al-Salam Bank Bahrain 0.4650 23 42 -19 18 5

Turkiye Finans 
Katilim Bankasi Turkey 0.4648 24 17 7 30 -6

Bank AlJazira Saudi 
Arabia 0.4644 25 36 -11 22 3

Kuwait 
International Bank Kuwait 0.4642 26 22 4 26 0

Bank Islam Brunei 
Darussalam

Brunei 
Darussalam 0.4639 27 29 -2 25 2

Kuwait Finance 
House (Malaysia) Malaysia 0.4612 28 28 0 29 -1
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Bank Name Country
Score Rank (1)

Output 

Rank (2)

Difference  
(1-2)

Output 

Rank (3)

Difference 
(1-3)

Noor Bank UAE 0.4612 29 34 -5 28 1

Kuwait Turkish 
Participation Bank Turkey 0.4607 30 24 6 38 -8

Ithmaar Bank Bahrain 0.4605 31 49 -18 27 4

Emirates Islamic 
Bank UAE 0.4603 32 27 5 36 -4

Bank Nizwa Oman 0.4600 33 32 1 32 1

Ibdar Bank Bahrain 0.4598 34 35 -1 33 1

RHB Islamic Bank Malaysia 0.4593 35 43 -8 31 4

Bank of London and 
The Middle East UK 0.4588 36 30 6 43 -7

CIMB Islamic Bank Malaysia 0.4585 37 45 -8 37 0

ABC Islamic Bank Bahrain 0.4585 38 33 5 44 -6

Alizz Islamic Bank Oman 0.4582 39 38 1 41 -2

Warba Bank Kuwait 0.4581 40 41 -1 42 -2

Public Islamic Bank Malaysia 0.4579 41 77 -36 34 7

Khaleeji Commercial 
Bank Bahrain 0.4572 42 52 -10 46 -4

National Islamic Bank Iraq 0.4572 43 40 3 49 -6

Bank Islam Malaysia Malaysia 0.4570 44 103 -59 39 5

International 
Development Bank 
for Investment & 
Islamic Finance

Iraq 0.4569 45 46 -1 48 -3

Bank Muamalat 
Malaysia Malaysia 0.4567 46 111 -65 40 6

Bank Alkhair Bahrain 0.4567 47 54 -7 47 0

Hong Leong Islamic 
Bank Malaysia 0.4566 48 78 -30 45 3

Gatehouse Bank UK 0.4566 49 47 2 50 -1

Iraqi Islamic Bank 
for Investment & 
Development

Iraq 0.4563 50 48 2 51 -1

Ajman Bank UAE 0.4562 51 44 7 55 -4

Islamic Bank of Asia Singapore 0.4562 52 51 1 52 0

Al Salam Bank Sudan 0.4561 53 53 0 53 0

Albaraka Turk 
Participation Bank Turkey 0.4561 54 31 23 77 -23

Bank Sarmayeh Iraq 0.4557 55 39 16 70 -15

Bank Name Country
Score Rank (1)

Output 

Rank (2)

Difference  
(1-2)

Output 

Rank (3)

Difference 
(1-3)

HSBC Amanah 
Malaysia Malaysia 0.4557 56 56 0 59 -3

Jordan Dubai Islamic 
Bank Jordan 0.4556 57 59 -2 54 3

Asian Finance Bank Malaysia 0.4556 58 57 1 57 1

Export Import Bank of 
Bangladesh Bangladesh 0.4556 59 50 9 63 -4

Al Rajhi Banking 
& Investment 
Corporation 
(Malaysia)

Malaysia 0.4554 60 62 -2 58 2

Omdurman National 
Bank Sudan 0.4550 61 55 6 67 -6

Alliance Islamic Bank Malaysia 0.4548 62 75 -13 62 0

Bank Maybank 
Syariah Indonesia Indonesia 0.4548 63 60 3 65 -2

Bank of Khartoum Sudan 0.4546 64 64 0 72 -8

Bank Panin Syariah Indonesia 0.4546 65 67 -2 71 -6

Bank Asya Turkey 0.4545 66 23 43 129 -63

Jaiz Bank Nigeria 0.4545 67 74 -7 68 -1

National Bank of 
Sudan Sudan 0.4544 68 68 0 75 -7

Shahjalal Islami Bank Bangladesh 0.4544 69 72 -3 73 -4

Al-Arafah Islami Bank Bangladesh 0.4543 70 61 9 82 -12

United Capital Bank Sudan 0.4543 71 66 5 79 -8

Arab Sudanese Bank Sudan 0.4543 72 76 -4 74 -2

Albaraka Bank Tunisia Tunisia 0.4542 73 99 -26 69 4

Bank Jawa Barat 
Banten Syariah Indonesia 0.4542 74 65 9 85 -11

Standard Chartered 
Saadiq Malaysia 0.4542 75 71 4 80 -5

Malaysia 0.4541 76 120 -44 61 15

Arab Finance House Lebanon 0.4540 77 79 -2 81 -4

Bahrain Islamic Bank Bahrain 0.4540 78 94 -16 76 2

Blue Nile Mashreq 
Bank Sudan 0.4539 79 58 21 111 -32

Islami Bank 
Bangladesh Bangladesh 0.4538 80 69 11 106 -26

Arab Islamic Bank Palestine 0.4538 81 96 -15 83 -2

Burj Bank Pakistan 0.4538 82 84 -2 89 -7

Alkhair International 
Islamic Bank Malaysia 0.4538 85 89 -4 87 -2

Table4: (Contd.) Table4: (Contd.)
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(1-3)

Noor Bank UAE 0.4612 29 34 -5 28 1

Kuwait Turkish 
Participation Bank Turkey 0.4607 30 24 6 38 -8

Ithmaar Bank Bahrain 0.4605 31 49 -18 27 4

Emirates Islamic 
Bank UAE 0.4603 32 27 5 36 -4

Bank Nizwa Oman 0.4600 33 32 1 32 1

Ibdar Bank Bahrain 0.4598 34 35 -1 33 1

RHB Islamic Bank Malaysia 0.4593 35 43 -8 31 4

Bank of London and 
The Middle East UK 0.4588 36 30 6 43 -7

CIMB Islamic Bank Malaysia 0.4585 37 45 -8 37 0

ABC Islamic Bank Bahrain 0.4585 38 33 5 44 -6

Alizz Islamic Bank Oman 0.4582 39 38 1 41 -2

Warba Bank Kuwait 0.4581 40 41 -1 42 -2

Public Islamic Bank Malaysia 0.4579 41 77 -36 34 7

Khaleeji Commercial 
Bank Bahrain 0.4572 42 52 -10 46 -4

National Islamic Bank Iraq 0.4572 43 40 3 49 -6

Bank Islam Malaysia Malaysia 0.4570 44 103 -59 39 5

International 
Development Bank 
for Investment & 
Islamic Finance

Iraq 0.4569 45 46 -1 48 -3

Bank Muamalat 
Malaysia Malaysia 0.4567 46 111 -65 40 6

Bank Alkhair Bahrain 0.4567 47 54 -7 47 0

Hong Leong Islamic 
Bank Malaysia 0.4566 48 78 -30 45 3

Gatehouse Bank UK 0.4566 49 47 2 50 -1

Iraqi Islamic Bank 
for Investment & 
Development

Iraq 0.4563 50 48 2 51 -1

Ajman Bank UAE 0.4562 51 44 7 55 -4

Islamic Bank of Asia Singapore 0.4562 52 51 1 52 0

Al Salam Bank Sudan 0.4561 53 53 0 53 0

Albaraka Turk 
Participation Bank Turkey 0.4561 54 31 23 77 -23

Bank Sarmayeh Iraq 0.4557 55 39 16 70 -15

Bank Name Country
Score Rank (1)

Output 

Rank (2)

Difference  
(1-2)

Output 

Rank (3)

Difference 
(1-3)

HSBC Amanah 
Malaysia Malaysia 0.4557 56 56 0 59 -3

Jordan Dubai Islamic 
Bank Jordan 0.4556 57 59 -2 54 3

Asian Finance Bank Malaysia 0.4556 58 57 1 57 1

Export Import Bank of 
Bangladesh Bangladesh 0.4556 59 50 9 63 -4

Al Rajhi Banking 
& Investment 
Corporation 
(Malaysia)

Malaysia 0.4554 60 62 -2 58 2

Omdurman National 
Bank Sudan 0.4550 61 55 6 67 -6

Alliance Islamic Bank Malaysia 0.4548 62 75 -13 62 0

Bank Maybank 
Syariah Indonesia Indonesia 0.4548 63 60 3 65 -2

Bank of Khartoum Sudan 0.4546 64 64 0 72 -8

Bank Panin Syariah Indonesia 0.4546 65 67 -2 71 -6

Bank Asya Turkey 0.4545 66 23 43 129 -63

Jaiz Bank Nigeria 0.4545 67 74 -7 68 -1

National Bank of 
Sudan Sudan 0.4544 68 68 0 75 -7

Shahjalal Islami Bank Bangladesh 0.4544 69 72 -3 73 -4

Al-Arafah Islami Bank Bangladesh 0.4543 70 61 9 82 -12

United Capital Bank Sudan 0.4543 71 66 5 79 -8

Arab Sudanese Bank Sudan 0.4543 72 76 -4 74 -2

Albaraka Bank Tunisia Tunisia 0.4542 73 99 -26 69 4

Bank Jawa Barat 
Banten Syariah Indonesia 0.4542 74 65 9 85 -11

Standard Chartered 
Saadiq Malaysia 0.4542 75 71 4 80 -5

Malaysia 0.4541 76 120 -44 61 15

Arab Finance House Lebanon 0.4540 77 79 -2 81 -4

Bahrain Islamic Bank Bahrain 0.4540 78 94 -16 76 2

Blue Nile Mashreq 
Bank Sudan 0.4539 79 58 21 111 -32

Islami Bank 
Bangladesh Bangladesh 0.4538 80 69 11 106 -26

Arab Islamic Bank Palestine 0.4538 81 96 -15 83 -2

Burj Bank Pakistan 0.4538 82 84 -2 89 -7

Alkhair International 
Islamic Bank Malaysia 0.4538 85 89 -4 87 -2
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Bank Name Country
Score Rank (1)

Output 

Rank (2)

Difference  
(1-2)

Output 

Rank (3)

Difference 
(1-3)

Social Islami Bank Bangladesh 0.4538 83 73 10 96 -13

Bank Muamalat 
Indonesia Tbk Indonesia 0.4538 84 109 -25 78 6

Alkhair International 
Islamic Bank Malaysia 0.4538 85 89 -4 87 -2

Albaraka Bank South Africa 0.4538 86 82 4 92 -6

La Banque Islamique 
de Mauritanie Mauritania 0.4538 87 88 -1 90 -3

Banque Al Wava 
Mauritanienne 
Islamique

Mauritania 0.4538 88 87 1 91 -3

Palestine Islamic 
Bank Palestine 0.4537 89 86 3 95 -6

Tadhamon 
International Islamic 
Bank

Yemen 0.4537 90 125 -35 56 34

Al-Bilad Islamic Bank 
for Investments & 
Financing

Iraq 0.4537 91 90 1 94 -3

Islamic Bank of 
Yemen for Finance & 
Investment

Yemen 0.4537 92 93 -1 93 -1

Jordan Islamic Bank Jordan 0.4536 93 110 -17 84 9

Banque Islamique du 
Sénégal Senegal 0.4536 94 83 11 104 -10

Sudanese Egyptian 
Bank Sudan 0.4536 95 91 4 101 -6

Bank Victoria Syariah Indonesia 0.4536 96 92 4 102 -6

Bank BRI Syariah Indonesia 0.4535 97 70 27 115 -18

Syria International 
Islamic Bank Syria 0.4535 98 112 -14 86 12

Al-Amanah Islamic 
Investment Bank of 
the Philippines

Philippines 0.4535 99 95 4 103 -4

Gulf African Bank Kenya 0.4535 100 85 15 110 -10

Albaraka Islamic 
Bank Bahrain 0.4535 101 123 -22 64 37

Shamil Bank of 
Yemen & Bahrain Yemen 0.4535 102 106 -4 99 3

Amana Bank Amana 
Bank 0.4535 103 97 6 108 -5

Cham Islamic Bank Syria 0.4534 104 102 2 105 -1

Bank Name Country
Score Rank (1)

Output 

Rank (2)

Difference  
(1-2)

Output 

Rank (3)

Difference 
(1-3)

Maldives Islamic 
Bank Maldives 0.4534 105 101 4 107 -2

Bank BNI Syariah Indonesia 0.4534 106 63 43 121 -15

First Security Islami 
Bank Bangladesh 0.4533 107 115 -8 98 9

Albaraka Bank 
(Pakistan) Pakistan 0.4533 108 113 -5 100 8

First Community 
Bank Kenya 0.4533 109 98 11 112 -3

OCBC Al-Amin Bank Malaysia 0.4532 110 100 10 114 -4

Islamic International 
Arab Bank Jordan 0.4531 112 124 -12 66 46

Al Shamal Islamic 
Bank Sudan 0.4531 113 107 6 116 -3

Al Rayan Bank UK UK 0.4531 114 118 -4 88 26

Sudanese French 
Bank Sudan 0.4531 115 107 8 118 -3

Dubai Islamic Bank 
Pakistan Pakistan 0.4531 116 108 8 117 -1

Saba Islamic Bank Yemen 0.4530 117 117 0 97 20

Bank Islami Pakistan Pakistan 0.4529 118 116 2 109 9

Al Nile Bank for 
Commerce & 
Development

Sudan 0.4529

Investment Dar Co Kuwait 0.4528

Faisal Islamic Bank 
(Sudan) Sudan 0.4519

Al Baraka Bank Egypt Egypt 0.4515

Bank Syariah Mandiri Indonesia 0.4511

Bank Tejarat Iran 0.4509

ICB Islamic Bank Bangladesh 0.4507

Islamic Bank of 
Thailand Thailand 0.4507

Abu Dhabi Islamic 
Bank

Egypt 0.4505

Meezan Bank Pakistan 0.4499

Faisal Islamic Bank 
of Egypt Egypt 0.4483

Saman Bank Iran 0.4294
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Social Islami Bank Bangladesh 0.4538 83 73 10 96 -13

Bank Muamalat 
Indonesia Tbk Indonesia 0.4538 84 109 -25 78 6
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Islamic Bank Malaysia 0.4538 85 89 -4 87 -2

Albaraka Bank South Africa 0.4538 86 82 4 92 -6

La Banque Islamique 
de Mauritanie Mauritania 0.4538 87 88 -1 90 -3

Banque Al Wava 
Mauritanienne 
Islamique

Mauritania 0.4538 88 87 1 91 -3

Palestine Islamic 
Bank Palestine 0.4537 89 86 3 95 -6

Tadhamon 
International Islamic 
Bank

Yemen 0.4537 90 125 -35 56 34

Al-Bilad Islamic Bank 
for Investments & 
Financing

Iraq 0.4537 91 90 1 94 -3

Islamic Bank of 
Yemen for Finance & 
Investment

Yemen 0.4537 92 93 -1 93 -1

Jordan Islamic Bank Jordan 0.4536 93 110 -17 84 9

Banque Islamique du 
Sénégal Senegal 0.4536 94 83 11 104 -10

Sudanese Egyptian 
Bank Sudan 0.4536 95 91 4 101 -6

Bank Victoria Syariah Indonesia 0.4536 96 92 4 102 -6

Bank BRI Syariah Indonesia 0.4535 97 70 27 115 -18

Syria International 
Islamic Bank Syria 0.4535 98 112 -14 86 12

Al-Amanah Islamic 
Investment Bank of 
the Philippines

Philippines 0.4535 99 95 4 103 -4

Gulf African Bank Kenya 0.4535 100 85 15 110 -10

Albaraka Islamic 
Bank Bahrain 0.4535 101 123 -22 64 37

Shamil Bank of 
Yemen & Bahrain Yemen 0.4535 102 106 -4 99 3

Amana Bank Amana 
Bank 0.4535 103 97 6 108 -5

Cham Islamic Bank Syria 0.4534 104 102 2 105 -1
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Maldives Islamic 
Bank Maldives 0.4534 105 101 4 107 -2

Bank BNI Syariah Indonesia 0.4534 106 63 43 121 -15

First Security Islami 
Bank Bangladesh 0.4533 107 115 -8 98 9

Albaraka Bank 
(Pakistan) Pakistan 0.4533 108 113 -5 100 8

First Community 
Bank Kenya 0.4533 109 98 11 112 -3

OCBC Al-Amin Bank Malaysia 0.4532 110 100 10 114 -4

Islamic International 
Arab Bank Jordan 0.4531 112 124 -12 66 46

Al Shamal Islamic 
Bank Sudan 0.4531 113 107 6 116 -3

Al Rayan Bank UK UK 0.4531 114 118 -4 88 26

Sudanese French 
Bank Sudan 0.4531 115 107 8 118 -3

Dubai Islamic Bank 
Pakistan Pakistan 0.4531 116 108 8 117 -1

Saba Islamic Bank Yemen 0.4530 117 117 0 97 20

Bank Islami Pakistan Pakistan 0.4529 118 116 2 109 9

Al Nile Bank for 
Commerce & 
Development

Sudan 0.4529

Investment Dar Co Kuwait 0.4528

Faisal Islamic Bank 
(Sudan) Sudan 0.4519

Al Baraka Bank Egypt Egypt 0.4515

Bank Syariah Mandiri Indonesia 0.4511

Bank Tejarat Iran 0.4509

ICB Islamic Bank Bangladesh 0.4507

Islamic Bank of 
Thailand Thailand 0.4507

Abu Dhabi Islamic 
Bank

Egypt 0.4505

Meezan Bank Pakistan 0.4499

Faisal Islamic Bank 
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