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Abstract 

Islamic banking provides businesses and individuals with supplementary and sometimes the only source for financing projects and current 
expenses. It has the more social-oriented principles for supporting debtors and guaranteeing interests of creditors compared with 
conventional types of banking. The authors disclose the roadmap for Islamic banks aimed at enhancing their international competitiveness. 
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1 Introduction 

The capital of Islamic banks increased from 200 billion US 
dollars to 2.2 trillion US dollars in 2003-2016 with 
estimation of 3.8 trillion US dollars in 2022 [5]. The average 
annual growth of Islamic capital market equals 19.7 
exceeding the tempo for traditional banks. It influences on 
conventional commercial banks forcing them to diversify 
their activity by providing their clients with Sharia 
compatible Islamic financial services. The increasing 
interest to Islamic finance observed among consumers from 
countries, where Muslims are not the majority of population, 
also stimulates the development of Islamic banking market. 

The litmus test for Islamic banking utility is its ability to 
stimulate growth and decrease the poverty via its main 
feature – risk sharing [2]. Islamic banks have social duties 
going far beyond the goal to maximize profits. 

As the main component of Islamic finance, Islamic 
banking fosters the common prosperity influencing the 
economic growth as the supplier of capital for business 
activities and thanks to the specificities of its products. The 
key Islamic principles are sharing risks instead of transferring 
them; the ban of social and economic exploitation; enrooting 
moral and social values; unification of risks and profits. 

Sharia laws require that resource should be used to 
satisfy needs of the society as a whole and be supplemented 
by the productive economic activity creating the real capital. 

The positive impact of Islamic banking is due to the 
specificity of distributing of risks and specific financial 
stability and resilience of Islamic banks. 

Islamic financial instrument protects from the impact of the 
initial fund of financial resources of individuals on the process 
of distribution of incomes generated from the economic activity. 
Besides, the ban on banking interests and usury aims at creating 
favorable conditions for social prosperity and protecting the fair 
acquiring of property and values by economic subjects. Islamic 
banking follows strict rules in financing the real economic 
activity avoiding the over-borrowing [3] and shifts the 
economy from the debt-based type with transferring risks to the 

economy with risk-sharing [2]. 
Due to its essence Islamic banking enables countries to 

mobilize resources from individuals (population) and 
increase the share of capital investments in business, 
facilitates the risk sharing in entrepreneurship. 

Islamic methods of financial activity connect finance to the 
real economic activity. Islamic methods of acquiring profit and 
sharing losses are essential to partnership (musharaka), trust-
financing contracts (mudaraba), trade contracts, such as sales 
with postponed payments (murabaha), sales of goods to be 
produced (istisna) and sales with postponed delivery (salam). 
This concept fosters the growth of financial sector 
simultaneously with the real sector of economy. 

Risk sharing guarantees that banks profoundly evaluate 
business offers as it creates the impetus for financial 
institutions to internalize expenses connected with 
bankruptcy. Moreover, risk sharing is carried out via 
financing based on equality This type of financing facilitates 
the development of cooperation, interdependence, as well as 
the universal brotherhood bringing together everyone in 
production and investments. 

The number of supporters for transiting from financing 
based on debt to financing based on own capital grows in 
developed economies. The emphasis on own capital creates the 
demand from investors in securities. The International 
Monetary Fund in the World Economic Outlook of reasons and 
indicators of financial crises recognizes the advantages of 
financing own capital in ensuring financial stability and admits 
foreign investments in contrast to debt financing guarantee 
more secure and stable financing for development [4]. 

Even though the Islamic banking is not the only recipe 
for enhancing social and economic justice, as well as 
public welfare, but ethical aspects enrooted in Islamic 
banking principles enable the increasing transparency and 
social responsibility fostering national economic growth 
and prosperity. 

The pervasive feature of Islamic banking eliminates the 
discrepancy between assets and liabilities inherent to the 
traditional banking sector, therefore, ensuring the stability 
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of financial systems. Investment portfolio are balanced 
automatically during financial crises, thus, there is no need 
for governmental intrusion [1]. The embedded stabilizing 
feature of Islamic banking may protect poor layers of 
population from financing anti-crisis measures via 
additional taxes and expenses. Therefore, the burden on 
poorest citizens is lessen and public prosperity is protected. 

The Islamic banking system is sufficiently capitalized 
and liquid, but the level of liquidity depends on regions and 
share of Islamic banks in banking systems. The capital 
adequacy ratio of Islamic banks often exceeds official 
requirements. The main part of this indicator considering 
risks consists of capital of the first level. 

The high level of nonperforming loans share in the 
Middle East and Asia highlights the problem of credit risk 
in these regions and draws attention to the necessity to 

implement the state supervision and self-governing of a 
better quality. The regulatory thresholds should be more 
severe. We also insist on founding the Corporation for Asset 
Restoring and Management to deal with bad debts. 

2 Conclusions 

The key challenges to Islamic banking development are: 
overcoming the discrepancy between theory and practice of 
conducting Islamic banking business; expanding the scales 
of Islamic banking via granting the access to its services for 
different social groups; entering new markets; ensuring the 
reliability and efficiency of Islamic banking; managing the 
liquidity; elaborating of the Sharia regulation on non-stop 
basis; and appropriate training for qualified personnel 
engaged in Islamic banking. 
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