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Dedication 

I dedicate this study to the noble cause of promoting financial inclusivity, justice, and economic 

development for Canadian Muslims. It is with a sense of purpose that I commit this research to 

the advancement of the right for Canadian Muslims to access financial products that align with 

the principles of their faith. This dedication stands as a beacon, guiding efforts to create a more 

equitable and inclusive financial landscape for all.  

At its core, this dedication embodies the aspiration for financial inclusivity. It recognizes the 

fundamental right of Canadian Muslims to access financial products that respect their religious 

convictions. By addressing this imperative, the intention is to pave the way for a more equitable 

financial ecosystem, where individuals can fully participate in economic activities without 

compromising their faith. 

This dedication extends beyond a singular objective. It is also a testament of commitment to 

advance the field of Islamic finance in Canada. It is necessary to delve into the core research 

questions and explore the implications, challenges, and issues surrounding Islamic finance in this 

nation, which is done with the ambition of contributing to the growth and refinement of this 

financial domain. This study serves as a resource, not only for current practitioners but also for 

future generations of scholars and professionals, who will continue to shape the landscape of 

Islamic finance in Canada. 

Furthermore, this dedication underscores the belief in the immense potential of Islamic finance 

as a driver of national economic development. By aligning financial practices with the principles 

of Islamic finance, Canada can cater to its Muslim population and position itself as a hub for 

ethical and Shariah-compliant financial activities. It can also further generate international 

opportunities to encourage more capital inflows. This, in turn, fosters international business 

opportunities that can contribute to the economic prosperity of the nation. 
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The global financial landscape has witnessed a remarkable surge in interest and adoption of 

Islamic finance products, reflecting a significant growing demand for Shariah-compliant banking 

solutions. This research delves into the opportunities and underlying reasons that advocate for 

major Canadian banks to incorporate Islamic finance products into their offerings. Canada's 

multicultural and diverse population, including a substantial Muslim demographic, presents a 

unique opportunity for major banks to tap into an underserved market segment. The 

incorporation of Islamic finance products could cater to the financial needs of Muslim 

consumers, fostering inclusivity and aligning with the country's commitment to human rights, 

diversity, and social harmony. Furthermore, the global nature of Islamic finance provides 

Canadian banks with the prospect of expanding their reach beyond national borders. By 

introducing Shariah-compliant products, these banks could establish a foothold in international 

markets that have embraced Islamic finance principles, expand capital raising capabilities, 

enhance global competitiveness and strengthen their brand image. Challenges such as regulatory 

considerations and operational adjustments are also discussed within the context of this research. 

By addressing these challenges through strategic planning, collaboration, tailored marketing and 
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advising, major Canadian banks can pave the way for the successful integration of Islamic 

finance products. 
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Chapter 1: Introduction 

1.1 Introduction to Study 

Canada, being one of the top ten economies in the world, boasts a robust economic landscape 

that brings forth a multitude of advantages for its citizens (The World Bank, 2021). These 

economic strengths position Canadians favorably to utilize their surplus disposable income for 

acquiring and investing in a diverse array of financial products (The OECD, 2016). These 

financial instruments are made available through Canada's well-regarded banking system, widely 

acknowledged as one of the most organized and efficient globally. The system's success can be 

attributed to its adeptness in establishing measures that guarantee sufficient liquidity, stringent 

regulation, and vigilant supervision (Canada Deposit Insurance Corporation, 2022). As a result, 

this system has consistently provided Canadians with accessible and dependable financial 

products and services (Canadian Bankers Association, 2022). 

However, within the Canadian banking industry, there is room for further growth and 

development, particularly in the realm of Islamic finance. Canada's second-largest religion is 

Islam, and it has witnessed substantial growth over the years, with projections indicating this 

trend will continue (Statistics Canada, 2022). Islam is guided by a set of principles derived from 

the Quran, known as Shariah, which permeate all aspects of daily life. Among these principles is 

Islamic finance, a facet of ethical finance that encompasses a wide range of ethical practices in 

commercial transactions, debt management, insurance, and investment. Islamic finance adheres 

to the prohibition of interest and refrains from investing in businesses associated with certain 

industries that offer prohibited products or services, such as alcohol or gambling (Corporate 

Finance Institute, 2023). 

Recognizing the growing Muslim population and the importance of financial inclusivity, Canada 

has taken steps towards the development of Islamic finance. Several financial institutions within 

the country have already begun to offer Islamic finance products and services, catering to the 
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specific needs and values of the Muslim community. This growing sector not only provides 

financial options for Canadian Muslims but also contributes to the diversification and resilience 

of Canada's financial industry as a whole. 

Furthermore, Canada's international standing and economic stability presents further 

opportunities for raising capital on the global stage. Canadian businesses have access to 

international markets and investors, making it possible to secure capital from diverse sources. 

This global reach is facilitated by Canada's strong trade relationships and participation in 

international organizations like the G7 and G20, which enhance its visibility in the global 

financial arena. Canadian companies can tap into foreign investment and joint ventures, 

expanding their horizons and fostering economic growth. Canada's reputation for financial 

stability and sound regulatory frameworks adds to its attractiveness as a destination for global 

capital. International investors often view Canada as a safe and transparent investment 

environment, which further encourages capital inflow. Additionally, Canada's multicultural and 

diverse society provides a unique advantage in establishing connections with various 

international markets and communities, facilitating cross-border investments and trade 

partnerships. In essence, Canada's economic stability and global engagement create a conducive 

environment for businesses to explore international capital raising opportunities from Islamic 

finance sources and forge strategic alliances on a global scale, contributing to the nation's 

economic prosperity. 

In conclusion, Canada's thriving economy, efficient banking system, multicultural society, and 

international opportunities for raising capital create a conducive environment for the 

development of Islamic finance and the expansion of financial inclusivity. As the country's 

Muslim population continues to grow, the expansion of Shariah-compliant financial products and 

services aligns with principles of financial inclusivity and ethical finance, enriching Canada's 

financial landscape and promoting economic diversity, while also capitalizing on global avenues 

for capital acquisition. 
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1.2 Research Problems 

The relationship between Islamic teachings known as Shariah with financial management carries 

profound significance for the Canadian Muslim population, which constitutes approximately 

4.9% of the country's total (Corporate Finance Institute, 2023). The research problems delve 

deeply into the intricate ethical and economic challenges that confront Canadian Muslims in both 

their personal and commercial financial endeavors. Moreover, it illuminates the missed 

opportunities where Canada can enhance its capital-raising capabilities, strengthen international 

commerce, and bolster diplomatic relations. At its heart, this dilemma emerges from a stark 

incompatibility: the conventional financing, insurance, and investment products provided by 

major Canadian banks stand in stark contradiction to the principles of Islamic ethical finance. 

These financial instruments are inherently incompatible with Shariah rulings, thereby imposing a 

myriad of limitations on both the Muslim community and Canada as a whole. The primary areas 

of these challenges are outlined below: 

1.2.1 Ethical Finance for Canadian Muslims  

The research problem at hand revolves around the critical issue of ethical finance for Canadian 

Muslims and the inherent challenges they face when attempting to align their financial practices 

with the teachings of the Quran. This problem is multifaceted and can be broken down into 

several key dimensions: 

• Religious Guidance and Ethical Finance: The Quran, as the central religious text for 

Muslims, provides comprehensive guidance on various aspects of life, including financial 

matters. One of the core principles emphasized in the Quran is the prohibition of riba 

(usury or interest), maysir (gambling), gharar (excessive uncertainty), and investments in 

haram (forbidden) industries. These principles underscore the importance of ethical 

conduct in all financial transactions and underscore the need for financial practices that 

align with these teachings. 
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• Challenge of Conventional Financial Products: The heart of the research problem lies 

in the inherent conflict between these Islamic teachings and the standard financial 

products and services offered by major Canadian banks. Conventional banking and 

financial systems typically rely on interest-based models, which are fundamentally at 

odds with the Quranic prohibition of riba. This conflict creates a significant ethical 

dilemma for Canadian Muslims who are seeking financial products and services that are 

compliant with their religious beliefs. 

• Lack of Access to Ethical Financial Solutions: Canadian Muslims often find 

themselves in a situation where access to financial services that adhere to Islamic finance 

principles is limited. This lack of access makes it challenging for them to engage in 

financial activities such as banking, investments, and mortgages while adhering to their 

religious values. Consequently, this represents a substantial barrier to their financial well-

being. 

• Investment and Wealth Management: Another dimension of the research problem 

pertains to investment and wealth management. Canadian Muslims encounter difficulties 

when seeking investment options that do not involve haram industries or speculative 

activities. These challenges extend to ethical considerations in terms of savings and 

wealth accumulation. 

• Potential Impact on Financial Inclusion: The inability of Canadian Muslims to access 

financial products aligned with their ethical beliefs raises concerns about financial 

inclusion and diversity within the country's financial system. This exclusion can limit 

their participation in the broader economy and affect their overall financial security. 

• Regulatory and Industry Responses: The research problem also involves examining 

how regulatory bodies and the financial industry in Canada respond to the growing 

demand for ethical finance among Canadian Muslims. Are there regulatory frameworks 
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in place to accommodate these needs, and are major Canadian banks exploring ways to 

offer Sharia-compliant financial products and services? 

In conclusion, the research problem revolves around the central issue of ethical finance for 

Canadian Muslims, guided by the teachings of the Quran. The conflict between these teachings 

and the standard financial offerings by major Canadian banks creates a formidable challenge for 

Canadian Muslims, impacting their financial choices and access to financial services. Addressing 

this problem involves examining regulatory responses, industry initiatives, and the evolving 

landscape of Islamic finance in Canada, with the ultimate goal of facilitating financial inclusion 

and ethical financial practices for this significant and diverse community within the country. 

1.2.2 Shariah-Compliant Financial Alternatives 

The research problem at the heart of this study is multifaceted and underscores the substantial 

gap in access to Sharia-compliant financial products and services for Canadian Muslims. This 

multifaceted problem spans various dimensions, each of which significantly impacts the lives of 

Canadian Muslims and the broader economic landscape of the country. 

• Limited Access to Ethical Personal Financing: The first dimension of the problem 

centers on the challenges faced by Canadian Muslims in securing personal financing that 

aligns with their religious values. Conventional interest-based loans, credit cards, 

mortgages, and insurance products widely available in the Canadian financial market do 

not conform to Islamic finance principles. This limitation impacts the ability of Canadian 

Muslims to access ethical and affordable solutions for essential life endeavors, such as 

homeownership, education, and personal ventures. It hinders their financial well-being 

and their capacity to make choices that are consistent with their religious beliefs. 

• Hurdles in Commercial Sphere: The research problem extends to the commercial 

sphere, where Muslim entrepreneurs and businesses encounter significant hurdles. When 
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seeking Shariah-compliant business financing, insurance, and investment opportunities, 

they often find a dearth of options. These limitations hamper the economic growth of 

Muslim business owners, constrain opportunities for expansion, and, on a larger scale, 

hinder the entrepreneurial potential within the Canadian economy. It has implications not 

only for individual business owners but also for the overall economic vitality of Canada. 

• Challenges in Investment and Wealth Management: Another dimension of the 

problem concerns investment and wealth management. Canadian Muslims face 

difficulties in identifying investment options that are not involved in the general 

categories of Islamic finance prohibitions. This challenge extends to ethical 

considerations in savings and wealth accumulation. The limited availability of Sharia-

compliant investment options impacts the ability of Canadian Muslims to grow their 

wealth in alignment with their ethical principles, potentially hindering their long-term 

financial security. 

• Dynamic Landscape of Islamic Finance: The research also recognizes the dynamic 

nature of the Islamic finance landscape in Canada. There are ongoing efforts to bridge the 

gap between conventional and ethical finance, which may offer potential solutions to the 

issues outlined. This evolving landscape includes emerging financial institutions and 

innovative financial instruments that cater to the specific needs of Canadian Muslims. 

Understanding these developments and their potential impact is vital for addressing the 

research problem comprehensively. 

In summary, the research problem underscores the multifaceted challenges faced by Canadian 

Muslims in accessing Sharia-compliant financial products and services. These challenges extend 

from personal financing to the commercial sphere, impacting individual financial well-being, 

entrepreneurial endeavors, and investment choices. Additionally, the evolving landscape of 

Islamic finance in Canada presents opportunities for addressing these challenges and fostering 



15 

 

greater financial inclusion and economic growth within the Muslim community and the broader 

Canadian economy. 

1.2.3 Islamic Finance Advisory Framework 

The research problem concerning the absence of an Islamic finance advisory framework within 

major Canadian banks is a pivotal aspect of the broader challenge faced by Canadian Muslims 

seeking financial services in alignment with their religious beliefs. This dimension of the 

problem encompasses several critical points. 

• Specialized Expertise Gap: Major Canadian banks traditionally lack specialized 

personnel or dedicated departments with the requisite expertise in Islamic finance. This 

expertise gap extends to areas such as Shariah compliance, ethical investment, and 

financial structures that adhere to Islamic principles. The absence of experts well-versed 

in these intricacies leaves banks ill-equipped to cater to the needs of Muslim clients 

seeking financial guidance.  

• Nuances of Islamic Finance: Islamic finance is a complex and highly specialized field 

that encompasses a wide range of financial products and services designed to comply 

with Shariah principles. These principles govern not only the avoidance of interest (riba) 

but also ethical conduct, risk-sharing, and the prohibition of investments in haram 

industries. Understanding and navigating these nuances require a deep knowledge of 

Islamic finance, which is often lacking in mainstream banking institutions.  

• Lack of Tailored Solutions: The deficiency in specialized personnel and advisory 

infrastructure means that Muslim clients do not have access to tailored financial solutions 

that align with their beliefs. As a result, they may have to compromise on their ethical 

principles when using conventional banking services or, alternatively, go through the 

complexities of finding Islamic finance alternatives outside of major banks.  
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• Client Discomfort and Marginalization: The absence of Islamic finance advisory 

services within major banks can lead to client discomfort and a sense of marginalization. 

Muslim clients may feel underserved or overlooked, which can erode trust and 

satisfaction with their banking institutions. This discomfort may also deter them from 

fully engaging with the mainstream banking system.  

• Potential Impact on Financial Inclusion: The lack of an advisory framework for 

Islamic finance has broader implications for financial inclusion. Without access to 

knowledgeable advisors who can offer guidance on Islamic finance products, Canadian 

Muslims may be deterred from using mainstream financial services. This exclusion has 

the potential to limit their financial opportunities and overall economic participation.  

• Regulatory Considerations: Exploring the regulatory landscape is another facet of this 

research problem. Are there regulatory frameworks in place that encourage or mandate 

major Canadian banks to establish Islamic finance advisory departments or offer 

specialized training to their personnel? Understanding the regulatory context is essential 

to comprehending the potential avenues for addressing this issue.  

• Potential Solutions: In addition to identifying the problem, the research should also 

delve into potential solutions. What steps can major Canadian banks take to bridge this 

advisory gap and better serve their Muslim clients? Are there successful models or best 

practices that can be adapted to the Canadian context?  

In summary, the absence of an Islamic finance advisory framework within major Canadian banks 

is a critical component of the broader research problem surrounding ethical finance for Canadian 

Muslims. It highlights the need for specialized expertise, tailored solutions, and a more inclusive 

approach to financial services that respect the religious and ethical values of this significant 

demographic within Canada. Addressing this dimension of the problem involves not only 
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identifying the challenges but also exploring potential solutions and examining the regulatory 

environment that may shape the future of Islamic finance advisory services in Canada. 

1.2.4 International Capital Raising 

The research problem extends beyond domestic challenges to encompass international 

dimensions, offering Canada a unique opportunity to strengthen its economic ties on a global 

scale. This dimension of the problem highlights the potential for Canada to enhance its financial 

standing and attractiveness as a destination for ethical finance through sukuk issuance and 

engagement with international Islamic capital markets. 

• Capital Raising Opportunities through Sukuk Issuance: One key dimension of the 

research problem involves exploring the potential of sukuk issuance as a means to raise 

capital. Sukuk, as Shariah-compliant bonds, can attract investments from international 

Islamic investors who seek ethical and halal (permissible) investment options. By tapping 

into international Islamic capital markets, Canada can access a broader pool of investors 

who are specifically interested in ethical and Shariah-compliant investment opportunities. 

• Government Involvement in Sukuk Issuance: The involvement of the government in 

sukuk issuance is a crucial aspect of the research problem. The issuance of sukuk can 

diversify the sources of capital for the Canadian government, reducing reliance on 

conventional debt instruments. This diversification aligns with Canada's commitment to 

ethical finance principles and demonstrates its dedication to providing ethical investment 

options for both domestic and international investors. 

• Potential Impact on Various Sectors: Sukuk investments can flow into various sectors 

of the Canadian economy, including infrastructure development, renewable energy 

projects, and public services. This influx of foreign capital can stimulate economic 
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growth and job creation. Furthermore, it reduces reliance on conventional interest-based 

financing, contributing to enhanced financial stability. 

• Strengthening Bilateral Relations: The issuance of sukuk also provides an opportunity 

for Canada to strengthen its bilateral relations with Islamic countries. It fosters economic 

ties and promotes collaboration in various sectors, including trade, technology transfer, 

and knowledge sharing. Enhanced economic relations can lead to mutually beneficial 

trade agreements and partnerships that can contribute to Canada's economic growth and 

global influence. 

• Positioning Canada as a Hub for Ethical and Islamic Finance: Finally, the research 

problem highlights the potential for Canada to position itself as a hub for ethical and 

Islamic finance. This positioning can attract financial institutions, expertise, and talent 

from around the world, further bolstering the country's financial sector and enhancing its 

reputation as a responsible global player. 

In summary, the international dimensions of the research problem emphasize the potential for 

Canada to strengthen its economic ties, enhance its financial stability, and position itself as a 

global hub for ethical and Islamic finance through sukuk issuance and engagement with 

international Islamic capital markets. This multifaceted approach has the capacity to not only 

benefit Canada's economy but also contribute to the broader global financial landscape by 

promoting ethical and responsible investment practices. 

1.2.5 Summary 

The research problems in this study are multifaceted and center around the pivotal issue of 

ethical finance for Canadian Muslims, encompassing both domestic and international 

dimensions. The first research problem delves into the challenge faced by Canadian Muslims in 

aligning their financial practices with the teachings of the Quran. It encompasses various aspects, 
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including the Quran's guidance on ethical finance, the conflict between these teachings and the 

standard financial products offered by major Canadian banks, the limited access to ethical 

financial solutions, challenges in investment and wealth management, and the potential impact 

on financial inclusion and diversity within the country's financial system. Additionally, it 

explores regulatory and industry responses to the growing demand for ethical finance among 

Canadian Muslims. 

The second research problem highlights the substantial gap in access to Sharia-compliant 

financial products and services for Canadian Muslims. This multifaceted issue encompasses 

limited access to ethical personal financing, hindrances encountered by Muslim entrepreneurs 

and businesses in securing Shariah-compliant financing, challenges related to investment and 

wealth management that align with Islamic finance principles, and the dynamic landscape of 

Islamic finance in Canada, including emerging financial institutions and innovative financial 

instruments. 

The third research problem revolves around the absence of an Islamic finance advisory 

framework within major Canadian banks. It identifies a gap in specialized expertise within these 

banks, particularly regarding Shariah-compliance and ethical investment. It also considers the 

complexities of Islamic finance, the need for tailored financial solutions, client discomfort and 

marginalization due to the absence of advisory services, potential implications for financial 

inclusion, and the regulatory environment that may shape the future of Islamic finance advisory 

services in Canada. 

Lastly, the fourth research problem extends beyond domestic challenges to explore international 

opportunities for Canada to enhance its economic ties through sukuk issuance and engagement 

with international Islamic capital markets. This dimension of the problem explores capital raising 

opportunities through sukuk issuance, the role of the government in diversifying sources of 

capital, the potential impact of sukuk investments on various sectors of the Canadian economy, 
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the opportunity to strengthen bilateral relations with Islamic countries and foster economic ties, 

and the potential for Canada to position itself as a hub for ethical and Islamic finance. 

 

Collectively, these research problems offer a comprehensive exploration of the challenges, 

opportunities, and complexities surrounding ethical finance for Canadian Muslims, addressing 

the issue from multiple perspectives within Canada and on the global stage. 

1.3 Purpose of Research and Questions 

The purpose of this research is to discuss the pivotal role of Islamic finance in Canada, offering 

actionable solutions for its integration into major Canadian banks. It emphasizes the unmet 

demand for these products and economic implications due to their absence. The study aims to 

equip major banks with innovative strategies for tapping into the unexplored Muslim Canadian 

market, fostering new perspectives and methodologies for financial institutions. Crucially, the 

research seeks to enhance the lives of Muslim Canadians by providing faith-compliant access to 

Islamic financial products, advancing economic well-being, and upholding their human rights. It 

also includes discussion on international capital raising opportunities for the Canadian 

government and corporations using Islamic finance products. There is a large potential to utilize 

Islamic finance products to support the various government infrastructure projects and introduce 

further capital to the country’s financial markets. This study, envisions a Canada where 

economic growth and ethical finance converge, woven into the fabric of inclusivity and 

prosperity. The following are the three main research questions that will be addressed in this 

study: 

1.3.1 What is the current landscape of Islamic finance in Canada? 

This research questions intends to explore the current landscape of Islamic finance in Canada. 

This inquiry carries significant weight as it unravels a wealth of insights crucial for various 
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facets of Canadian society, including economic growth, cultural inclusivity, and financial sector 

innovation. The core of this research problem lies in addressing the following key areas: 

• Economic Environment: Canada, as a diverse and multicultural nation, is home to a 

steadily growing Muslim population. This demographic shift has brought forth an 

increasing demand for financial products and services that align with Islamic principles. 

Understanding the current landscape of Islamic finance is essential for identifying and 

leveraging untapped opportunities within this market. It can provide valuable insights 

into consumer preferences, investment trends, and the potential for economic growth 

driven by Islamic finance. 

• Social Environment: Inclusivity is a cornerstone of Canadian society. As interest in 

Islamic finance grows, it is crucial to ensure that financial services are inclusive, catering 

to individuals of all faiths and backgrounds who value ethical and faith-based financial 

systems. A comprehensive understanding of the current landscape can shed light on how 

well financial institutions are meeting the diverse needs of their clientele and whether 

there are gaps in accessibility and inclusivity. 

• Current Islamic Finance Offerings: Islamic finance, with its principles rooted in ethical 

and Shariah-compliant practices, represents a unique approach to finance. Exploring the 

current landscape allows us to evaluate the extent to which financial institutions are 

integrating Islamic finance into their offerings. Are they developing innovative Shariah-

compliant products and services? Are they aligning with global best practices in Islamic 

finance? Understanding the state of innovation in the financial sector is vital for staying 

competitive and relevant in today's dynamic financial landscape. 

• Policy and Regulation: As Islamic finance gains traction in Canada, policymakers and 

regulators need to adapt to this evolving financial ecosystem. A thorough understanding 

of the current landscape enables policymakers to craft regulations that foster the growth 



22 

 

of Islamic finance while ensuring consumer protection and financial stability. It can also 

inform the development of tax policies and incentives to attract Islamic finance 

investments. 

• Sustainability: Ultimately, the research problem addresses the broader goal of 

sustainable economic progress. Islamic finance, with its emphasis on ethical and 

responsible financial practices, can contribute to economic stability and resilience. A 

deeper understanding of the current landscape can guide stakeholders in harnessing the 

potential of Islamic finance to build a more sustainable and prosperous economy. To 

address this research problem comprehensively, a multifaceted approach is required. This 

includes conducting market research, analyzing financial institutions' offerings, assessing 

regulatory frameworks, and engaging with stakeholders in the Islamic finance industry. 

In conclusion, understanding the current landscape of Islamic finance in Canada transcends the 

boundaries of finance; it is a matter of economic opportunity, cultural inclusivity, innovation, 

policy development, cross-cultural dialogue, and sustainable progress. By delving into this 

research problem, we equip ourselves with the knowledge and insights necessary to shape a 

financial landscape that aligns with the values, preferences, and aspirations of Canadian society, 

fostering a more cohesive, inclusive, and prosperous future. 

1.3.2 What are the implications for the absence of Islamic finance in Canada? 

The research problem at hand delves into the profound implications arising from the absence of 

Islamic finance in Canada. Beyond the immediate financial sector, this issue has far-reaching 

consequences that touch upon economic diversification, growth, inclusivity, and cultural 

acceptance. It also has implications for Canada's standing on the global stage. The core of this 

research problem lies in addressing the following key areas: 
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• Economic Diversification: Diversification is a fundamental principle of risk 

management and growth in economics. It involves expanding into different sectors or 

markets to reduce reliance on a single source of income or investment. In the context of 

Canada, the absence of Islamic finance limits the avenues for economic diversification. 

Islamic finance offers distinct financial products and services that cater to a specific 

segment of the population. By not harnessing this potential, Canada's economic landscape 

remains less diversified, potentially exposing it to vulnerabilities associated with an over-

reliance on conventional financial instruments. 

• Growth and Resilience: Economic diversification is closely linked to growth and 

resilience. A diversified economy can weather economic shocks more effectively. With 

Islamic finance, Canada could tap into a burgeoning market, stimulate economic growth, 

and enhance its resilience in the face of economic challenges. The absence of Islamic 

finance hampers these prospects, potentially limiting Canada's ability to adapt to 

changing economic conditions. 

• Catering to Unique Needs: Canada's multicultural fabric includes a rapidly growing 

Muslim population. This demographic has specific financial needs and values that often 

diverge from conventional financial offerings. The absence of Islamic finance restricts 

access to financial products that align with their religious beliefs, such as interest-free 

banking and ethical investment options. This exclusion from the financial mainstream 

may perpetuate a sense of marginalization within the Muslim community. 

• Ethical and Inclusive Finance: The absence of Islamic finance not only affects the 

Muslim population but also individuals of all faiths who value ethical and inclusive 

financial systems. Islamic finance principles prioritize ethical considerations and 

responsible investing. By not offering these options, Canada misses an opportunity to 

provide financial products that resonate with a broader audience. 
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• Global Hub for Islamic Finance: Globally, Islamic finance is a substantial and growing 

sector. By not actively developing Islamic finance within its borders, Canada misses an 

opportunity to establish itself as a global hub for this sector. Becoming a center for 

Islamic finance could attract international investments, foster economic partnerships, and 

facilitate cross-border collaborations. Canada's absence from this global stage hampers its 

potential to influence the direction and development of Islamic finance on a worldwide 

scale. 

• Diversity, Cultural Acceptance, and Financial Integrity: Beyond economic 

considerations, addressing the implications of the absence of Islamic finance is in line 

with Canada's core principles of diversity, cultural acceptance, and financial integrity. It 

signifies a commitment to ensuring that all Canadians, regardless of their background or 

beliefs, have access to a financial system that respects their values and contributes to their 

well-being. 

In conclusion, the research problem at hand is not just a financial matter; it is a question of 

economic opportunity, cultural acceptance, ethical finance, and global engagement. Addressing 

these implications is vital for fostering economic prosperity, upholding the principles of 

diversity, cultural acceptance, and financial integrity, and ensuring that Canada remains a 

dynamic and inclusive nation on the global stage. 

1.3.3 What marketing strategies and advising frameworks are necessary for the success of 

Islamic finance in Canada? 

The research problem at hand revolves around the imperative need to establish effective 

marketing strategies and advising frameworks for the successful integration of Islamic finance 

within the Canadian financial landscape. This is a multifaceted challenge with profound 

implications, not only for the financial sector but for the broader Canadian society. Islamic 

finance, guided by the principles of Shariah, presents a unique and ethically grounded approach 
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to financial services. In a culturally diverse and multicultural country like Canada, where a 

substantial and growing Muslim population resides, the demand for Islamic finance has been 

steadily increasing. However, this demand is met with a critical gap in the market – the absence 

of well-defined marketing strategies and advising frameworks that can bridge the gap between 

financial institutions and this growing demand. The core of this research problem lies in 

addressing the following key areas: 

• Market Accessibility: Islamic finance represents a distinct set of financial products and 

services that cater to individuals who seek ethical and Shariah-compliant financial 

solutions. The absence of effective marketing strategies limits the accessibility of these 

services to the very audience they are designed for, potentially perpetuating financial 

exclusion. 

• Diverse Demographics: The Canadian Muslim population is incredibly diverse, 

encompassing a wide range of demographics. Effective marketing strategies must take 

into account this diversity and tailor their approaches to meet the unique financial needs 

and preferences of different segments within the Muslim community. 

• Education and Awareness: Islamic finance is not widely understood by the general 

Canadian population. A lack of awareness can hinder its adoption. Developing marketing 

strategies that focus on education and awareness is crucial to demystify Islamic finance 

and promote its benefits. 

• Regulatory Compliance and Ethical Practices: Marketing strategies and advising 

frameworks must emphasize the importance of regulatory compliance and ethical 

practices in Islamic finance. This includes adhering to Canadian financial regulations 

while also ensuring Shariah compliance. 
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• Financial Inclusion: Beyond catering to the Muslim community, effective strategies 

should be inclusive, welcoming individuals of all faiths who are interested in ethical and 

responsible financial solutions. This promotes a broader sense of financial inclusivity. 

• Economic Growth and Prosperity: Successfully integrating Islamic finance into the 

Canadian financial landscape has the potential to stimulate economic growth. By tapping 

into this market, financial institutions can expand their customer base and product 

offerings, fostering innovation and prosperity. 

• Cultural Integration: Islamic finance can serve as a bridge for cultural integration 

within Canada. By offering financial products that respect the values and beliefs of 

various communities, it contributes to a more culturally inclusive society. 

Addressing this research problem requires a multifaceted approach. It involves conducting in-

depth market research to understand the specific needs and preferences of the target audience, 

collaborating with experts in Islamic finance and Shariah-compliance, and developing 

comprehensive marketing strategies that encompass education, outreach, and ethical 

considerations. It also entails establishing advising frameworks that are staffed with certified 

experts in Islamic finance, capable of providing tailored guidance to clients. In essence, this 

research problem transcends the boundaries of finance; it is a matter of social responsibility, 

economic growth, and cultural integration. By effectively addressing the challenge of marketing 

Islamic finance in Canada and developing advising frameworks that ensure its success, we take a 

significant step towards building a more inclusive, equitable, and prosperous financial landscape 

that aligns with the values and aspirations of Canadian society. 

1.4 Discussion on Islamic Finance 

This segment serves as a comprehensive introduction to the intriguing realm of Islamic finance, a 

financial system deeply rooted in ethical principles and guided by Shariah-compliant practices. 
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This discussion is important as it will develop a general understanding of how it differs from 

conventional financing and reinforces the development of such products later in the study. First 

and foremost, it is essential to understand that Islamic finance operates within the framework of 

Shariah law, which entails strict adherence to the teachings of the Quran. This discussion will 

shed light on the core principles of Shariah-compliance, emphasizing areas of prohibition such as 

riba (usury), haram (prohibited activities), gharar (excessive uncertainty), and maysir (gambling). 

These prohibitions form the bedrock of how Islamic finance diverges from the conventional 

financial framework, underlining its commitment to ethical and socially responsible finance. 

Subsequently, the segment will delve into the multifaceted world of Islamic finance products, 

each meticulously designed to operate within the boundaries of Shariah compliance. These 

products include but are not limited to murabaha, mudarabah, musharakah, ijarah, sukuk, takaful, 

compliant funds, wakala and ujrah. By comprehensively examining these diverse Islamic finance 

products and their operational mechanisms within Shariah-compliance guidelines, this segment 

provides valuable insights not only for scholars and students but also for financial practitioners 

and policymakers in Canada. It is a crucial step in bridging the gap between conventional and 

Islamic finance, fostering financial inclusion, and harnessing the potential of ethical finance in 

the Canadian context. 

1.4.1 Areas of Prohibition 

In this section, we will embark on a comprehensive exploration of the fundamental facets that 

make Islamic finance notably distinct from conventional finance. These distinctions are rooted in 

the Shariah, Islamic law, and hold immense significance not only in shaping the landscape of 

Islamic finance but also in guiding the financial practices of Muslim Canadians. 
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1.4.1.1 Riba 

Riba, an Arabic term often translated as usury or interest, is a concept of paramount significance 

in Islamic finance and ethics. It denotes the prohibition of charging, paying, or accepting interest 

on loans or debts. The prohibition of riba in Islam is grounded in religious beliefs and carries 

profound ethical, social, and economic implications. In this discourse, we will explore what riba 

is, why it is prohibited, its detrimental impact on the community, and examples of products that 

are riba-based. In Islamic terminology, riba refers to the unjust gain or excess over the principal 

amount in a financial transaction. It is considered exploitative and unjust. There are two primary 

types of riba in Islamic jurisprudence: 

• Riba al-Nasi'ah: This is often referred to as "usury" and involves an increase in the 

principal amount due to a delay in payment. It is akin to conventional interest, where a 

borrower must pay more than the principal amount over time. 

• Riba al-Fadl: This type pertains to the unequal exchange of goods or commodities. It 

occurs when one party receives more of a specific item in a transaction than the other, 

leading to unjust enrichment (Uddin, 2015). 

The prohibition of riba in Islam is rooted in ethical and moral principles. It aims to uphold 

fairness, justice, and social equity in financial transactions. Here are some key reasons why riba 

is prohibited: 

• Exploitation: Riba can lead to the exploitation of individuals in vulnerable financial 

situations. Charging interest on loans can create cycles of debt and impoverish borrowers, 

leading to financial inequality. 

• Unearned Income: Islam encourages individuals to earn income through productive and 

ethical means. Riba represents unearned income, as it generates profit without 

contributing to economic growth or value creation. 
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• Social Welfare: Islamic teachings emphasize the well-being of the community. Riba's 

prohibition ensures that financial practices align with principles of social justice and 

welfare, reducing income disparities. 

Additionally, the practice of riba can have several adverse effects on the community: 

• Cycle of Debt: Interest-bearing loans can trap individuals in a cycle of debt, making it 

difficult for them to escape financial hardship. 

• Wealth Concentration: Riba can lead to the concentration of wealth in the hands of a 

few, contributing to income inequality and economic instability. 

• Ethical Concerns: Charging and paying interest may lead to ethical dilemmas, as it can 

conflict with Islamic principles that emphasize fairness, honesty, and social 

responsibility. 

Numerous financial products and practices in the conventional financial system involve riba. 

Here are some common examples: 

• Conventional Bank Loans, Line of Credit: Most conventional bank loans involve the 

payment of interest on the borrowed amount. The interest represents riba, as it is an 

additional fee charged for the use of funds. 

• Credit Cards: Credit card transactions often involve the payment of interest on 

outstanding balances within a certain point. This interest is considered riba because it is 

charged for the delay in repaying borrowed money. 

• Mortgages: In conventional mortgages, borrowers pay interest on the loan amount over 

the duration of the mortgage. This interest constitutes riba. 

• Interest Based Investments:  Investors who purchase GICs, bonds, and other 

investments receive interest payments as returns on their investments. These interest 

payments are riba-based. 
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In conclusion, riba's prohibition in Islam stems from ethical, moral, and social considerations. It 

seeks to ensure fairness and justice in financial transactions and to prevent exploitation and 

wealth concentration. The negative impact of riba on communities is evident in the cycle of debt 

and income inequality it can foster. Recognizing the ethical concerns associated with riba, 

Islamic finance offers alternative products that are interest-free and conform to Islamic 

principles, providing a unique approach to finance that promotes economic justice and social 

welfare. 

1.4.1.2 Haram Industries 

Haram industries in Islamic finance refer to sectors or activities that are considered sinful or 

prohibited according to the Shariah. Avoiding involvement in these industries as an investor, 

participant or business venture is a fundamental ethical principle in Islamic finance. Main 

categories of haram industries are recognized as follows: 

• Intoxicants (Alcohol, Cannabis, Harmful Drugs, etc.): The production, distribution, 

sale, and consumption of intoxicants are strictly forbidden in Islam. This prohibition 

extends to any business involved in those industries, including breweries, distilleries, 

bars, liquor stores, growers, producers, dealers, vendors, and so forth.  

• Gambling and Betting: All forms of gambling and games of chance are considered 

haram in Islam. This includes casinos, betting shops, online gambling platforms, and any 

financial transactions or investments that resemble gambling in nature. 

• Pork Products: The consumption of pork and its by-products is prohibited in Islam due 

to religious dietary restrictions. This prohibition extends to businesses that deal with pig 

farming, processing, restaurants that serve it, and products that include it. 

• Adult Entertainment and Pornography: Engaging in or profiting from the production, 

distribution, or consumption of adult content, pornography, or any form of inappropriate 

and sexually explicit material is strictly forbidden in Islam. 
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• Conventional Banking and Finance: Conventional banks and financial institutions that 

rely on interest-based transactions are generally considered haram in Islamic finance. 

Investing in such institutions is viewed as a violation of the prohibition on riba. 

• Tobacco, Vape, and Harmful Substances: Such industries are often categorized as 

haram due to the harm associated with smoking and its addictive nature. 

• Weapons and Armaments: Such industries are also often categorized as haram because 

weapons and armaments may be used for unjustified aggression or harm that is unethical. 

It is important to note that the determination of what constitutes a haram industry is largely 

influenced by the general teachings of prohibitions in Islam. Islamic scholars, financial 

institutions, and regulatory bodies generally work together to provide guidance and ensure 

compliance with Shariah principles in Islamic finance. Additionally, the industry continues to 

evolve with the development of ethical alternatives and innovative financial instruments to 

address these concerns while promoting ethical and socially responsible investments. 

1.4.1.3 Gharar 

Gharar can be loosely translated as "uncertainty," "ambiguity," or "risk." It refers to any element 

of uncertainty or ambiguity that is deemed excessive and could lead to exploitation or unfairness 

in a financial transaction (Uddin, 2015). Its primary purpose is to ensure ethical conduct, 

fairness, and transparency in financial dealings. Gharar can manifest in various forms, depending 

on the specific context of a transaction. Some key characteristics include: 

• Excessive Uncertainty: Transactions that involve an unreasonable degree of uncertainty 

or ambiguity are considered to contain gharar. This uncertainty can relate to the subject 

matter, pricing, delivery, or terms of the contract. 

• Misrepresentation: Gharar can also arise from misrepresentation or deceit in a 

transaction. If one party conceals crucial information or provides false information to the 

other party, it can lead to gharar. 
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• Speculation: Contracts that rely heavily on speculation or gambling-like elements are 

regarded as problematic in Islamic finance. Such speculative elements introduce gharar. 

• Unlawful Elements: Gharar can occur when a transaction involves elements that are 

forbidden in Islam, such as alcohol, gambling, or usurious interest. 

The prohibition of gharar is central to Islamic finance and serves several important purposes: 

• Risk Mitigation: Avoiding transactions with excessive uncertainty helps reduce the risk 

of financial losses and disputes, safeguarding the financial well-being of individuals and 

businesses. 

• Fairness and Transparency: Gharar-free transactions promote fairness and 

transparency, allowing all parties to understand the terms and consequences of their 

agreements. This transparency is crucial for maintaining trust and ethical conduct in 

business. 

• Ethical Conduct: Islamic finance seeks to uphold ethical conduct in financial 

transactions, aligning with Islamic values and principles, which emphasize honesty, 

fairness, and justice. 

The prohibition of gharar has significant implications for businesses operating within the 

framework of Islamic finance: 

• Contract Validity: Contracts that contain gharar are considered void in Islamic finance. 

This means that businesses must ensure that their contracts are free from excessive 

uncertainty and ambiguity to be legally enforceable. 

• Risk Management: Businesses operating in Islamic finance must adopt robust risk 

management practices to identify and mitigate gharar in their transactions. This requires 

careful structuring of contracts and financial products to ensure compliance. 
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• Ethical Standards: The prohibition of gharar reinforces the ethical standards of Islamic 

finance. Businesses must prioritize ethical conduct and transparency in their operations to 

gain the trust of investors and customers. 

• Product Development: Companies offering Islamic financial products and services must 

innovate while adhering to gharar principles. This involves designing products that 

balance risk and return without introducing excessive uncertainty. 

In conclusion, gharar is a core concept in Islamic finance, designed to maintain ethical conduct, 

fairness, and transparency in financial transactions. Its prohibition has a direct impact on how 

businesses structure their contracts, manage risk, and uphold ethical standards. Adherence to the 

principles of gharar is essential for businesses operating in the Islamic finance industry, ensuring 

they remain compliant with Shariah while providing financial solutions that benefit society and 

adhere to ethical values. 

1.4.1.4 Maysir 

Among the key prohibitions in Islamic finance is "maysir," an Arabic term that translates to 

"gambling" or "speculation." Maysir refers to any form of gambling or speculative activity that 

involves uncertainty and the hope of financial gain based purely on chance (Uddin, 2015). The 

primary objective of prohibiting maysir is to promote fairness, transparency, and ethical conduct 

in financial transactions. maysir exhibits specific characteristics that distinguish it in the context 

of Islamic finance: 

• Gambling Element: Maysir typically involves an element of gambling, where 

individuals place bets or speculate on outcomes that are uncertain and beyond their 

control. 

• Speculation: Speculative activities that rely solely on uncertain outcomes or price 

fluctuations are also considered maysir. This includes speculative trading in financial 

markets. 
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• Unearned Income: Maysir often leads to unearned income, where individuals profit 

without engaging in productive economic activities. This contradicts the principles of 

Islamic finance, which emphasize earning through legitimate work and trade. 

• Zero-Sum Nature: Many maysir activities result in a zero-sum outcome, where one 

party's gain is another party's loss. This conflicts with the principle of fairness and 

equitable distribution of wealth in Islamic finance. 

The prohibition of maysir in Islamic finance is crucial for several reasons: 

• Ethical Conduct: Maysir encourages behavior that is inconsistent with Islamic values, 

such as greed, excessive risk-taking, and exploitation. The prohibition aims to promote 

ethical conduct in financial dealings. 

• Risk Mitigation: Maysir often involves excessive risk and can lead to financial losses. 

Its prohibition helps protect individuals and businesses from the harmful consequences of 

gambling and speculation. 

• Economic Stability: By discouraging speculative activities and unearned income, the 

prohibition of maysir contributes to economic stability and the equitable distribution of 

wealth. 

• Wealth Redistribution: Islamic finance seeks to ensure that wealth is generated through 

legitimate economic activities and is distributed fairly among society's members. Maysir 

undermines this goal by concentrating wealth in the hands of a few through chance-based 

gains. 

The prohibition of maysir has significant implications for businesses operating within the 

framework of Islamic finance: 

• Investment and Financing: Islamic financial institutions must carefully evaluate 

investment opportunities and financing arrangements to ensure they do not involve 



35 

 

maysir. This requires due diligence to avoid investments in speculative or gambling-

related businesses. 

• Product Development: Businesses offering Islamic financial products and services must 

design offerings that adhere to the prohibition of maysir. This includes structuring 

investment products, insurance, and financing options that do not rely on gambling or 

speculative elements. 

• Risk Management: Companies operating within Islamic finance must adopt robust risk 

management practices that align with the principles of ethical conduct. This includes 

avoiding speculative trading and financial practices that resemble maysir. 

• Ethical Governance: Business ethics and governance become central concerns in 

Islamic finance. Companies must ensure that their operations, including decision-making 

processes, are in accordance with Islamic ethical standards. 

In conclusion, maysir, as a prohibition in Islamic finance, seeks to maintain ethical conduct, 

fairness, and economic stability in financial transactions. Its impact on business operations is 

significant, as it necessitates careful consideration of investment choices, product development, 

risk management, and ethical governance. Adherence to the principles of maysir is essential for 

businesses operating in the Islamic finance industry, ensuring they remain compliant with 

Shariah and contribute to an ethical and just financial ecosystem. 

1.4.2 Islamic Finance Products 

This section will provide an insightful exploration of just some of the diverse array of Islamic 

finance products meticulously crafted to adhere to the tenets of Shariah principles. These 

financial instruments have gained significant prominence within the global Islamic finance 

industry, underlining their relevance and widespread utilization on an international scale. 
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1.4.2.1 Murabaha 

Murabaha is a widely used financial concept in Islamic finance, known for its compliance with 

Shariah principles while facilitating various types of transactions. It is essentially a cost-plus-

profit arrangement that allows for the sale of goods and assets with deferred payment terms 

(Obaidullah, 2005). Understanding what murabaha is and how it works is fundamental for 

practitioners and investors in the field of Islamic finance. murabaha is an Arabic term that 

translates to "profit" or "gain." In the context of Islamic finance, it is a type of sale transaction 

where the seller explicitly discloses the cost price and the profit margin. The buyer agrees to 

purchase the item or asset at the total price, including the cost price and profit margin, either 

immediately or with deferred payment terms. This makes murabaha a transparent and compliant 

alternative to conventional interest-based financing. Murabaha operates based on several 

fundamental principles aligned with Islamic finance: 

• Transparency: Murabaha transactions are characterized by transparency, as both the 

cost price and the profit margin are disclosed to the buyer. This transparency aligns with 

Islamic finance's emphasis on fair and ethical dealings. 

• Asset-Backed Financing: Murabaha is an asset-backed financing method, meaning that 

the transaction involves tangible assets, goods, or commodities. The financing is linked to 

a real and valuable item, which reduces speculative or interest-based elements. 

• Avoidance of Riba: Riba, or usurious interest, is strictly prohibited in Islamic finance. 

Murabaha offers a way to finance transactions without involving interest payments, 

making it compliant with Shariah principles. 

The murabaha transaction typically follows a straightforward process: 

• Request for Financing: The buyer expresses the desire to purchase a specific item or 

asset but may not have the immediate funds to do so. 
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• Agreement on Terms: The seller and buyer enter into an agreement specifying the item's 

cost price and the agreed-upon profit margin. The total price is determined by adding the 

cost price and profit margin. 

• Payment Terms: The buyer may choose to pay an amount immediately or agree to 

deferred payment terms. If deferred, the payment schedule is agreed upon in advance. 

• Purchase and Ownership Transfer: Upon payment, the buyer takes ownership of the 

item. In the case of deferred payment, ownership is transferred after the final payment is 

made. 

• Repayment: If the payment is deferred, the buyer repays the total price, including the 

profit margin, according to the agreed-upon schedule. 

• Completion of Transaction: Once the buyer has made the full payment, the murabaha 

transaction is complete, and the ownership of the item is fully transferred to the buyer. 

Murabaha is a versatile financing tool in Islamic finance and can be applied in various contexts: 

• Trade Finance: Murabaha facilitates trade transactions, allowing buyers to acquire 

goods and assets with deferred payments, which is particularly useful for import and 

export businesses. 

• Consumer Finance: Individuals can use murabaha for personal purchases, such as 

automobiles, electronics, and home appliances. 

• Real Estate: Murabaha is applied in real estate transactions, enabling buyers to acquire 

properties with deferred payment terms. 

• Corporate Finance: Businesses can use murabaha to acquire assets, equipment, or 

working capital financing without resorting to interest-based loans. 

Murabaha offers several advantages in the context of Islamic finance: 

• Compliance with Shariah: It is a Shariah-compliant alternative to interest-based 

financing, aligning with Islamic ethical and legal principles. 



38 

 

• Transparency: The disclosure of cost and profit ensures transparency in the transaction, 

reducing the risk of hidden fees or usurious elements. 

• Asset-Backed: Murabaha is asset-backed, providing a tangible basis for the financing, 

which reduces speculative risk. 

• Widespread Use: It is widely used in Islamic finance and is recognized as a practical and 

ethical financing method. 

In conclusion, murabaha is a cornerstone of Islamic finance, offering a transparent and Shariah-

compliant method for financing transactions involving goods and assets. Its principles of 

transparency, asset-backed financing, and avoidance of interest align with Islamic ethical values, 

making it a preferred choice for various financial transactions in Islamic finance. Its versatility 

and widespread use demonstrate its significance in facilitating ethical and fair financial dealings 

in the Islamic finance industry. 

1.4.2.2 Mudarabah 

Mudarabah is a fundamental concept in Islamic finance, representing a partnership arrangement 

based on profit-and-loss sharing (Obaidullah, 2005). It is a vital tool that allows investors and 

entrepreneurs to collaborate while adhering to Islamic principles. Mudarabah is an Arabic term 

that refers to a partnership or profit-sharing arrangement between two parties: the "rab al-mal" 

(capital provider) and the "mudarib" (entrepreneur or manager). In a mudarabah contract, the rab 

al-mal provides the capital, while the mudarib contributes expertise, management, and effort. 

The profits generated from the venture are shared between the parties according to pre-agreed 

terms, while any losses are typically borne by the rab al-mal. Mudarabah operates based on 

several fundamental principles aligned with Islamic finance: 

• Profit-and-Loss Sharing: Mudarabah embodies the principle of profit-and-loss sharing, 

where profits and losses are shared between the two parties based on agreed-upon ratios. 

This ensures a fair distribution of risk and rewards. 
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• Expertise and Effort: The mudarib is responsible for managing the venture and applying 

their expertise, effort, and skills to generate profits. The rab al-mal provides the capital 

but does not actively participate in the management. 

• Transparency and Trust: Transparency and trust are crucial in mudarabah 

arrangements. All terms, including profit-sharing ratios and investment objectives, must 

be clearly defined in the partnership contract. 

• Limited Liability: The liability of the rab al-mal is typically limited to their invested 

capital, while the mudarib may face unlimited liability for losses in some cases. 

The mudarabah partnership generally follows these steps: 

• Partnership Agreement: The rab al-mal and mudarib enter into a mudarabah agreement 

specifying the terms and conditions of the partnership. This includes the investment 

amount, profit-sharing ratios, and the objectives of the venture. 

• Capital Contribution: The rab al-mal provides the capital required for the venture, 

while the mudarib contributes expertise, management skills, and effort to run the business 

or investment. 

• Venture Operation: The mudarib manages and operates the venture, making strategic 

decisions and using their skills to generate profits. The rab al-mal does not actively 

participate in the management. 

• Profit Distribution: After the end of the specified period or when profits are realized, 

the profits are distributed between the rab al-mal and mudarib according to the agreed-

upon profit-sharing ratios. The mudarib receives a share of the profits for their effort and 

management. 

• Loss Sharing: If the venture incurs losses, the losses are typically borne by the rab al-

mal, as long as the mudarib has not acted negligently or violated the terms of the 

agreement. This reflects the risk-sharing aspect of mudarabah. 
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• Reporting and Transparency: Throughout the partnership, the mudarib is responsible 

for providing regular reports and financial statements to the rab al-mal, ensuring 

transparency and accountability. 

• Liquidation or Termination: At the end of the partnership term or when specific 

conditions are met, the mudarabah agreement may be terminated. Any remaining capital 

and profits are distributed as per the agreement. 

Mudarabah can be applied in various contexts and industries, including: 

• Entrepreneurship: Entrepreneurs can seek capital from investors through mudarabah 

arrangements to fund their business ideas. 

• Islamic Banking: Islamic banks often use mudarabah structures for savings and 

investment accounts, where depositors act as rab al-mal and the bank acts as mudarib. 

• Venture Capital: Mudarabah is used in Islamic venture capital and private equity 

transactions to finance startups and growth-stage companies. 

• Investment Funds: Islamic investment funds may employ mudarabah structures to pool 

investor capital and invest in various ventures. 

Mudarabah offers several advantages in the context of Islamic finance: 

• Profit-and-Loss Sharing: Mudarabah embodies the principle of equity and risk-sharing, 

promoting fairness and ethical conduct in financial transactions. 

• Expertise Utilization: Entrepreneurs can access capital while leveraging their expertise 

and skills to manage and grow their businesses. 

• Capital Access: Investors can invest their capital in ventures aligned with their ethical 

values while participating in the potential profits generated. 

• Transparency: The mudarabah contract requires transparency and clear terms, 

enhancing trust between the parties involved. 
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• Ethical Investment: Mudarabah aligns with Islamic ethical values, making it a preferred 

choice for socially responsible and ethical investors. 

In conclusion, mudarabah is a core concept in Islamic finance, offering a transparent and 

Shariah-compliant means of partnership and profit-and-loss sharing. Its principles of equity, 

expertise utilization, transparency, and ethical values make mudarabah a prominent choice for 

both entrepreneurs seeking capital and investors looking to participate in ventures while adhering 

to Islamic principles. Mudarabah plays a significant role in promoting fair and ethical financial 

dealings in the Islamic finance industry. 

1.4.2.3 Musharakah 

Musharakah is a fundamental concept in Islamic finance that represents a partnership or joint 

venture arrangement based on shared ownership and profit-and-loss sharing (Obaidullah, 2005). 

It is a key financial tool that allows individuals and businesses to engage in economic activities 

while adhering to Islamic principles. Understanding what musharakah is and how it works is 

crucial for practitioners and investors in the field of Islamic finance. Musharakah, an Arabic 

term, translates to "partnership" or "joint venture." In the context of Islamic finance, musharakah 

refers to a financial partnership or joint venture between two or more parties. These parties pool 

their resources, capital, and efforts to conduct a business or investment venture. Profits and 

losses arising from the venture are shared among the partners based on pre-agreed ratios. 

Musharakah operates based on several fundamental principles aligned with Islamic finance: 

• Shared Ownership: All partners in a musharakah arrangement share ownership of the 

assets and venture, contributing both capital and effort to the partnership. 

• Profit-and-Loss Sharing: Partners in a musharakah partnership share the profits and 

losses generated by the business or investment based on their agreed-upon ratios. This 

principle promotes risk-sharing and fairness. 
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• Equity and Risk Sharing: The financial risks and rewards of the partnership are 

distributed among the partners in proportion to their respective contributions and profit-

sharing ratios. 

• Transparency: Transparency and disclosure are essential in musharakah partnerships, 

with all partners having access to financial information and reports related to the venture. 

The musharakah partnership generally follows these steps: 

• Partnership Agreement: Two or more parties enter into a musharakah agreement, which 

outlines the terms and conditions of the partnership, including the purpose of the venture, 

capital contributions, profit-sharing ratios, and management responsibilities. 

• Capital Contribution: Each partner contributes capital to the partnership as specified in 

the agreement. Capital can take the form of cash, assets, or services. 

• Business or Investment Venture: The partnership engages in a business or investment 

venture, with each partner actively participating in the management and operations as per 

their expertise. 

• Profit Generation: The venture generates profits through its operations or investments. 

Profits are distributed among the partners based on the agreed-upon profit-sharing ratios, 

which are often determined at the outset of the partnership. 

• Loss Sharing: In the event of losses, partners share the financial burden in proportion to 

their capital contributions and profit-sharing ratios. This reflects the risk-sharing aspect of 

musharakah. 

• Transparency and Reporting: The partnership maintains transparency by providing 

regular financial reports and statements to all partners, allowing them to monitor the 

venture's performance. 

• Termination of Musharakah: The Musharakah agreement may have a specified term or 

conditions for termination. At the end of the term or under certain circumstances, the 
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musharakah partnership is concluded, and any remaining assets or funds are distributed 

among the partners according to their respective shares. 

Musharakah can be applied in various contexts and industries, including: 

• Entrepreneurship: Entrepreneurs can seek capital and expertise from partners through 

musharakah arrangements to fund and manage their business ideas. 

• Real Estate: Partnerships can be formed to invest in real estate properties, including 

residential and commercial developments. 

• Project Financing: Corporations and businesses can engage in joint ventures with 

partners to finance and undertake large-scale projects, such as infrastructure 

development. 

• Islamic Banking: Islamic banks may offer musharakah-based products, such as home 

financing, where the bank and the customer jointly own the property, and profits are 

shared based on their respective shares. 

Musharakah offers several advantages in the context of Islamic finance: 

• Risk Sharing: Partners share both the profits and losses of the venture, promoting 

fairness and risk-sharing in financial transactions. 

• Expertise Utilization: Musharakah allows for the utilization of the expertise, skills, and 

resources of multiple partners, enhancing the potential for success. 

• Transparency: Regular reporting and disclosures enhance transparency and allow 

partners to monitor the performance of the venture. 

• Equity and Fairness: Musharakah transactions promote fairness and equity in financial 

dealings, aligning with Islamic principles. 

• Customization: Partnerships can be structured to meet the specific objectives and needs 

of the parties involved, making musharakah a flexible financial tool. 
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In conclusion, musharakah is a core concept in Islamic finance, offering a transparent and 

Shariah-compliant means of partnership and profit-and-loss sharing. Its principles of shared 

ownership, profit-and-loss sharing, transparency, and equity make musharakah a preferred 

choice for individuals and businesses seeking ethical and responsible financial partnerships while 

adhering to Islamic principles. Musharakah plays a significant role in promoting fair and ethical 

financial dealings in the Islamic finance industry and provides a structured approach to 

collaborative ventures. 

1.4.2.4 Ijarah 

Ijarah is a fundamental concept in Islamic finance, providing a Shariah-compliant alternative to 

conventional leasing arrangements (Obaidullah, 2005). It is a versatile financial tool that allows 

individuals and businesses to access assets, goods, or services while adhering to Islamic 

principles. Ijarah, an Arabic term, can be translated as "lease" or "rent." In the context of Islamic 

finance, it refers to a leasing or rental arrangement where one party (the lessor or owner) allows 

another party (the lessee or user) to use an asset, good, or service for a specified period in 

exchange for regular payments. The lessor retains ownership of the asset while transferring its 

use to the lessee. Ijarah is widely used for various purposes, including equipment leasing, real 

estate, and even Islamic banking products. Ijarah operates based on several fundamental 

principles aligned with Islamic finance: 

• Ownership and Usage Separation: In an ijarah contract, ownership of the asset remains 

with the lessor, while the lessee is granted the right to use it. This separation of ownership 

and usage is consistent with Islamic principles, allowing individuals and businesses to 

access assets without interest-bearing loans. 

• Fixed Rentals: The rental payments in an ijarah contract are typically fixed and agreed 

upon in advance, ensuring transparency and avoiding usury or riba, which is prohibited in 

Islamic finance. 
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• Asset Maintenance: The lessor is responsible for maintaining and managing the asset 

throughout the lease period, relieving the lessee of maintenance and repair costs. 

• Duration and Termination: The lease term and conditions, including termination 

clauses, are clearly defined in the ijarah agreement, ensuring both parties' rights and 

obligations are well-defined. 

The ijarah transaction generally follows these steps: 

• Asset Selection: The lessee selects an asset or service that they wish to use or access, 

such as a car, real estate, or machinery. 

• Ijarah Agreement: The lessor and lessee enter into an ijarah agreement, specifying the 

terms and conditions of the lease, including the duration, rental amount, and any 

maintenance or insurance provisions. 

• Payment Schedule: The lessee agrees to make regular rental payments to the lessor 

throughout the lease period. These payments are usually fixed and made at predetermined 

intervals, such as monthly or quarterly. 

• Asset Delivery: The lessor provides the asset or service to the lessee, who can now use it 

for the specified purposes. 

• Asset Maintenance: The lessor is responsible for maintaining and managing the asset, 

including any required repairs, or servicing. 

• Lease Duration: The ijarah agreement continues for the agreed-upon lease term. If there 

is a need to terminate the lease prematurely, the agreement should outline the procedures 

and consequences. 

• End of Lease: At the end of the lease term, the asset is typically returned to the lessor. 

However, some ijarah contracts may include a purchase option, allowing the lessee to 

acquire ownership of the asset. 

Ijarah is a versatile financing tool in Islamic finance and can be applied in various contexts: 
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• Real Estate: It is commonly used for real estate financing, enabling individuals and 

businesses to access properties without resorting to interest-based mortgages. 

• Vehicle Leasing: Ijarah is employed for vehicle leasing, allowing individuals and 

companies to use cars, trucks, or other vehicles without interest-based loans. 

• Equipment Leasing: Businesses can lease machinery, equipment, or technology for their 

operations without incurring interest costs. 

• Islamic Banking Products: Islamic banks use ijarah to offer Shariah-compliant 

financing options, such as ijarah sukuk (Islamic bonds) and ijarah -based savings 

accounts. 

Ijarah offers several advantages in the context of Islamic finance: 

• Shariah-Compliance: It is fully compliant with Shariah principles, particularly in its 

separation of ownership and usage and the absence of interest. 

• Asset Access: Ijarah provides individuals and businesses with access to assets and 

services they may not be able to afford outright. 

• Transparency: Fixed rental payments and clearly defined terms enhance transparency 

and predictability in financial transactions. 

• Risk Management: Asset maintenance and management responsibilities lie with the 

lessor, reducing risks and costs for the lessee. 

• Versatility: Ijarah can be applied to various assets and industries, making it a versatile 

financial tool in Islamic finance. 

In conclusion, ijarah is a core concept in Islamic finance, offering a transparent and Shariah-

compliant method for individuals and businesses to access assets, goods, or services. Its 

principles of ownership and usage separation, fixed rentals, asset maintenance, and well-defined 

terms make it a preferred choice for various financial transactions in Islamic finance. Its 
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versatility and compliance with Islamic ethical values demonstrate its significance in facilitating 

ethical and fair financial dealings in the Islamic finance industry. 

1.4.2.5 Sukuk 

Sukuk, often referred to as Islamic bonds, are a prominent and innovative financial instrument in 

Islamic finance. These instruments provide a Shariah-compliant means of raising capital, 

enabling investors to participate in the ownership of underlying assets while adhering to Islamic 

principles (Obaidullah, 2005). Understanding what sukuk are and how they work is crucial for 

practitioners and investors in the field of Islamic finance. Sukuk is an Arabic term that translates 

to "certificates" or "receipts." In the context of Islamic finance, sukuk represent ownership 

interests in specific assets, projects, or business ventures. Unlike conventional bonds, sukuk 

holders do not receive interest but rather share in the profits generated by the underlying asset or 

venture. Sukuk issuances are structured to comply with Islamic principles, particularly the 

prohibition of riba (usury or interest) and the avoidance of gharar (excessive uncertainty) and 

maysir (gambling or speculation). Sukuk operates based on several fundamental principles 

aligned with Islamic finance: 

• Asset-Backed Financing: Sukuk are always backed by tangible assets, services, or 

projects, ensuring that they represent real economic value. This asset-backed nature 

reduces speculative elements in sukuk transactions. 

• Profit-and-Loss Sharing: Sukuk holders share in the profits and losses generated by the 

underlying asset or venture. This principle aligns with the concept of risk-sharing in 

Islamic finance. 

• Transparency and Disclosure: Issuers of Sukuk are required to provide full and 

transparent information about the underlying assets or projects, ensuring transparency 

and trust in the sukuk issuance. 

The Sukuk issuance process generally involves the following steps: 
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• Asset Selection: An issuer, which can be a government, corporation, or other entity, 

identifies a pool of specific assets, projects, or business ventures to finance. These 

underlying assets are Shariah-compliant and can range from real estate and infrastructure 

projects to industrial and commercial ventures. 

• Special-Purpose Vehicle (SPV): To facilitate the sukuk issuance, the issuer typically 

establishes a special-purpose vehicle (SPV). The SPV acquires the underlying assets or 

projects and issues sukuk certificates representing ownership shares in the SPV. 

• Sukuk Offering: The issuer conducts a Sukuk offering in the financial markets, inviting 

investors to purchase sukuk certificates. Investors acquire these certificates in exchange 

for their capital contributions. 

• Profit Distribution: Sukuk holders receive periodic profit payments from the income 

generated by the underlying assets or ventures. These payments are often distributed 

semi-annually or annually. 

• Maturity or Redemption: Sukuk certificates have a maturity date, upon which investors 

may receive their initial capital back, or the sukuk may be redeemed earlier if specified in 

the terms of the issuance. 

• Asset Management: The issuer or a designated party manages and operates the 

underlying assets or projects, with the goal of generating revenue and profit to distribute 

to sukuk holders. 

• Reporting and Disclosure: Throughout the sukuk tenure, the issuer is responsible for 

providing regular reports and disclosures to sukuk holders, ensuring transparency and 

accountability. 

Sukuk can be used in various contexts and industries, including: 

• Infrastructure Development: Governments and corporations can raise funds for 

infrastructure projects such as highways, airports, and utilities through sukuk issuances. 
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• Real Estate Investment: Sukuk can be used to finance real estate developments, 

including residential and commercial properties. 

• Corporate Financing: Corporations can issue sukuk to raise capital for expansion, 

working capital, or debt refinancing. 

• Islamic Banking and Finance: Islamic banks and financial institutions may use sukuk to 

manage their liquidity and investment portfolios. 

Sukuk offer several advantages in the context of Islamic finance: 

• Shariah-Compliance: Sukuk structures are fully compliant with Shariah principles, 

including asset backing and profit-and-loss sharing, making them a preferred choice for 

ethical investors. 

• Asset Diversification: Sukuk provide investors with an opportunity to diversify their 

portfolios, as they represent ownership in a variety of assets and projects. 

• Risk Sharing: Sukuk holders share in both the profits and losses of the underlying assets 

or ventures, promoting risk-sharing in financial transactions. 

• Transparency: Issuers of sukuk are required to provide comprehensive information 

about the underlying assets and projects, ensuring transparency and investor confidence. 

• Ethical Investment: Sukuk align with Islamic ethical values, attracting investors seeking 

socially responsible and ethical investment opportunities. 

In conclusion, sukuk are a fundamental instrument in Islamic finance, offering a transparent and 

Shariah-compliant means of raising capital and providing investors with ownership shares in 

specific assets or projects. Their adherence to principles of asset backing, profit-and-loss sharing, 

transparency, and ethical values makes sukuk a prominent choice for both issuers and investors 

in the Islamic finance industry. Sukuk play a pivotal role in facilitating economic development 

while promoting fairness and ethical conduct in financial transactions. 
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1.4.2.6 Takaful 

Takaful is a central concept in Islamic finance, representing a cooperative and ethical approach 

to insurance. It is a system that aligns with Islamic principles and provides individuals and 

businesses with risk protection while promoting mutual assistance and shared responsibility 

(Obaidullah, 2005). Understanding what takaful is and how it works is crucial for practitioners 

and investors in the field of Islamic finance. Takaful is an Arabic term that can be translated as 

"mutual guarantee" or "joint responsibility." In the context of Islamic finance, takaful refers to an 

Islamic insurance system designed to provide protection and coverage against various risks. 

Unlike conventional insurance, which often involves interest-based transactions and speculative 

elements, takaful operates on the principles of mutual cooperation, shared risk, and ethical 

conduct. Takaful is based on several fundamental principles aligned with Islamic finance: 

• Mutual Cooperation: Takaful participants form a cooperative community, contributing 

to a common pool of funds. They share the financial burden of claims and losses, 

fostering a sense of mutual support. 

• Shared Risk: Takaful spreads the risk among all participants. When a member suffers a 

loss, it is covered using the pooled funds contributed by all participants, ensuring that no 

one bears the full burden of a significant loss alone. 

• Ethical Conduct: Takaful adheres to Islamic ethical values, avoiding elements of 

uncertainty (gharar), gambling (maysir), and interest (riba). It aims to provide ethical and 

Shariah-compliant risk protection. 

• Ownership of Funds: Participants in takaful are considered co-owners of the takaful 

fund. They contribute to the fund and have a say in its management and distribution. 

The takaful process generally involves the following steps: 
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• Participant Contributions: Individuals or businesses seeking risk protection become 

participants in a takaful scheme. They make regular contributions, called "premiums" or 

"contributions," to a takaful fund. 

• Formation of the Takaful Fund: The contributions from all participants are pooled into 

a takaful fund. This fund serves as the source of funds to cover claims and losses. 

• Risk Assessment: Takaful operators assess and evaluate the risks faced by the 

participants and calculate the necessary contributions to maintain the takaful fund. 

• Coverage: Participants are provided with coverage against various risks, depending on 

the type of takaful scheme. If a participant suffers a covered loss, they are entitled to 

receive compensation from the takaful fund. 

• Claims Settlement: When a participant makes a claim, the takaful operator reviews the 

claim's validity and determines the compensation amount. If the claim is approved, the 

compensation is paid from the takaful fund. 

• Surplus Distribution: At the end of each financial period, any surplus funds in the 

takaful fund, after covering claims and expenses, are distributed among the participants 

according to predefined profit-sharing ratios. This distribution reflects the cooperative 

and profit-and-loss sharing nature of takaful. 

• Fund Management: The takaful fund is managed by the takaful operator, which is 

responsible for investing the fund's assets in Shariah-compliant investments. Any 

investment returns earned are added to the fund. 

Takaful can be applied in various contexts and industries, including: 

• Life Takaful: Providing coverage for individuals and families against the financial risks 

associated with death, disability, and critical illness. 

• General Takaful: Offering protection for property, assets, and liabilities, including 

motor, travel, and property insurance. 
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• Health Takaful: Providing healthcare coverage and medical expense reimbursement for 

individuals and employees. 

• Corporate Takaful: Businesses can use takaful to protect against various risks, 

including property, liability, and employee benefits. 

Takaful offers several advantages in the context of Islamic finance: 

• Ethical and Sharia-Compliance: Takaful adheres to Islamic ethical values, avoiding 

elements that are prohibited in Shariah, such as interest and gambling. 

• Risk Sharing: Takaful spreads the risk among participants, ensuring that no one bears 

the full financial burden of a significant loss. 

• Community Building: Takaful fosters a sense of community and mutual support among 

participants, promoting ethical conduct and cooperation. 

• Profit Sharing: Surplus funds are distributed among participants, providing them with 

the opportunity to earn a share of the profits generated by the takaful fund. 

• Transparency: Takaful operators are required to maintain transparency in their 

operations, financial reporting, and claims settlement processes. 

In conclusion, takaful is a core concept in Islamic finance, offering a cooperative and ethical 

approach to risk protection and insurance. Its principles of mutual cooperation, shared risk, 

ethical conduct, and surplus distribution make it a preferred choice for individuals and businesses 

seeking ethical and Shariah-compliant risk coverage. Takaful plays a significant role in 

promoting fair and ethical financial dealings in the Islamic finance industry while providing a 

safety net for participants against various risks.  

1.4.2.7 Shariah-Compliant Funds 

Shariah-compliant funds are a crucial component of Islamic finance, offering investors an 

opportunity to participate in financial markets while adhering to Islamic principles. These funds 
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operate in accordance with Shariah law, which prohibits activities such investments in riba, 

maysir, gharar and haram industries. Understanding what Shariah-compliant funds are and how 

they work is essential for practitioners and investors in the field of Islamic finance. They are also 

known as Islamic funds, Shariah funds, or Halal funds, and they provide an avenue for investors 

to grow their wealth while remaining in compliance with their religious beliefs. Shariah-

compliant funds operate based on several fundamental principles aligned with Islamic finance: 

• Prohibition of Riba (Interest): Shariah-compliant funds do not invest in businesses or 

financial instruments that involve interest-based transactions, as riba is strictly prohibited 

in Islam. 

• Avoidance of Haram (Forbidden) Activities: These funds avoid investments in 

companies that engage in activities that are considered haram (forbidden), such as 

alcohol, pork, gambling, and unethical business practices. 

• Debt Avoidance: Shariah-compliant funds limit their exposure to debt and leverage, as 

excessive debt is discouraged in Islamic finance. 

• Profit-and-Loss Sharing: Investments are made in businesses that engage in profit-and-

loss sharing arrangements, such as mudarabah and musharakah, to ensure equitable 

distribution of gains and losses. 

Shariah-compliant funds operate following these key principles: 

• Screening Process: The fund managers employ a Shariah board or advisor to screen 

potential investments. This screening process assesses whether a company's business 

activities and financial practices comply with Islamic principles. Companies involved in 

haram activities or non-compliant financial practices are excluded from the fund's 

investment universe. 
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• Portfolio Diversification: The fund's portfolio is constructed by investing in a 

diversified range of Shariah-compliant assets. This typically includes equities, sukuk, real 

estate, and other permissible investments. 

• Ongoing Compliance Monitoring: Shariah-compliant funds continuously monitor their 

holdings to ensure that they remain in compliance with Shariah principles. If a holding 

becomes non-compliant, it is promptly divested from the portfolio. 

• Ethical and Transparent Management: Shariah-compliant funds maintain a high level 

of transparency and ethical conduct in their operations. This includes disclosing holdings, 

adhering to profit-and-loss sharing principles, and ensuring that investor capital is 

managed in a Shariah-compliant manner. 

• Distribution of Profits: The profits generated by the fund are distributed among 

investors based on the agreed-upon profit-sharing ratios. Typically, a portion of the 

profits goes to the fund manager as a management fee, while the rest is distributed to 

investors. 

Shariah-compliant funds are versatile and can be applied in various contexts, including: 

• Equity Funds: These funds invest in Shariah-compliant stocks of publicly traded 

companies. 

• Sukuk Funds: Focusing on Islamic bonds, sukuk funds invest in fixed-income securities 

that adhere to Shariah principles. 

• Real Estate Funds: Shariah-compliant real estate investment funds provide opportunities 

to invest in properties and real estate projects. 

• Private Equity and Venture Capital Funds: These funds invest in businesses, startups, 

and projects that comply with Shariah principles. 

Shariah-compliant funds offer several advantages in the context of Islamic finance: 
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• Ethical Investing: Investors can align their investments with their ethical and religious 

beliefs, avoiding industries and practices that are prohibited in Islam. 

• Diversification: Shariah-compliant funds provide diversified investment options across 

various asset classes, reducing risk. 

• Professional Management: These funds are managed by experienced professionals who 

understand Islamic finance and the intricacies of Shariah-compliant investments. 

• Transparency: Shariah-compliant funds emphasize transparency and ethical conduct, 

providing investors with clear information about their holdings and operations. 

• Income and Growth: Investors can potentially benefit from both income (from profit-

sharing) and capital appreciation, depending on the fund's investment strategy. 

In conclusion, Shariah-compliant funds are an essential part of Islamic finance, offering investors 

the opportunity to grow their wealth while adhering to Shariah principles. These funds follow a 

stringent screening process, diversify their portfolios, and maintain ongoing compliance to 

ensure that investments are in accordance with Islamic values. Shariah-compliant funds provide 

a practical and ethical investment option for individuals and institutions seeking to invest in a 

manner consistent with their religious beliefs. 

1.4.2.8 Wakala 

Wakala is an essential concept in Islamic finance, representing an agency or investment 

management agreement that aligns with Shariah principles (Obaidullah, 2005). It is a 

fundamental tool that allows individuals and institutions to engage in investment and wealth 

management while adhering to Islamic ethical standards. Understanding what wakala is and how 

it works is crucial for practitioners and investors in the field of Islamic finance. Wakala, an 

Arabic term, translates to "agency" or "representation." In the context of Islamic finance, wakala 

refers to an agency or investment management contract where one party (the "principal" or 

"investor") appoints another party (the "wakil" or "agent") to manage and invest their funds in a 
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Shariah-compliant manner. The wakil assumes the responsibility of investing and managing the 

funds while ensuring that all financial transactions comply with Islamic principles. Wakala 

operates based on several fundamental principles aligned with Islamic finance: 

• Agency and Trust: Wakala embodies the concept of trust and agency, where the investor 

entrusts their funds to the wakil, who acts as their representative for investment purposes. 

• Shariah-Compliance: All investments and financial transactions conducted by the wakil 

on behalf of the investor must adhere to Islamic principles, avoiding prohibited elements 

such as riba, gharar, maysir, and haram industries. 

• Transparency and Accountability: The wakil is responsible for maintaining 

transparency in investment decisions and providing regular reports and disclosures to the 

investor, ensuring accountability. 

• Profit and Loss Sharing: Any profits generated from the investments are shared 

between the investor and the wakil according to pre-agreed profit-sharing ratios. This 

reflects the principle of equity and risk-sharing in Islamic finance. 

The wakala arrangement generally follows these steps: 

• Wakala Agreement: The investor (principal) and the wakil (agent) enter into a wakala 

agreement that outlines the terms and conditions of the investment arrangement. This 

includes the investment objectives, profit-sharing ratios, and the scope of the wakil's 

authority. 

• Funds Transfer: The investor transfers their funds to the wakil, who is responsible for 

managing and investing them in a Shariah-compliant manner. 

• Investment Decisions: The wakil makes investment decisions on behalf of the investor, 

selecting investments that align with Islamic principles. These investments can include 

equities, real estate, commodities, or other Shariah-compliant assets. 
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• Profit Distribution: Any profits generated from the investments are distributed between 

the investor and the wakil according to the pre-agreed profit-sharing ratios. The investor 

receives their share of the profits. 

• Loss Handling: In the event of losses, the wakil typically does not charge a management 

fee. However, the wakil's expenses related to the investment process may still be 

reimbursed from any profits in subsequent periods. 

• Reporting and Transparency: The wakil is responsible for providing regular 

investment reports and financial statements to the investor, ensuring transparency and 

accountability in the investment process. 

• Termination of Wakala: The wakala agreement may have a specified term or conditions 

for termination. At the end of the term or under certain circumstances, the wakala 

agreement is concluded, and any remaining funds are returned to the investor. 

Wakala can be applied in various contexts and industries, including: 

• Investment Funds: Islamic investment funds, such as mutual funds and exchange-traded 

funds (ETFs), use wakala structures to pool investor capital and invest in a diversified 

portfolio of Shariah-compliant assets. 

• Wealth Management: High-net-worth individuals and institutions may utilize wakala 

agreements to have their wealth professionally managed in a Sharia-compliant manner. 

• Portfolio Management: Investors seeking exposure to specific asset classes, such as 

equities or real estate, can use wakala arrangements to access specialized portfolio 

management services. 

• Retirement Planning: Wakala agreements can be employed in Islamic retirement 

planning to ensure that individuals' retirement savings are invested in accordance with 

Islamic principles. 

Wakala offers several advantages in the context of Islamic finance: 



58 

 

• Shariah-Compliance: Wakala ensures that all investment decisions and financial 

transactions are fully compliant with Islamic principles. 

• Professional Management: Investors benefit from the expertise of professional portfolio 

managers or wakils who make informed investment decisions on their behalf. 

• Transparency: Regular reporting and disclosures enhance transparency and allow 

investors to monitor the performance of their investments. 

• Profit Sharing: Investors participate in the profits generated from their investments, 

aligning with the principles of equity and risk-sharing in Islamic finance. 

• Customization: Wakala agreements can be tailored to meet the specific investment 

objectives and risk tolerance of individual investors or institutions. 

In conclusion, wakala is a fundamental concept in Islamic finance, offering a transparent and 

Shariah-compliant means of investment management and agency. Its principles of trust, Shariah-

compliance, transparency, and profit and loss sharing make wakala a preferred choice for 

investors seeking ethical and responsible investment opportunities while adhering to Islamic 

principles. Wakala plays a significant role in promoting fair and ethical financial dealings in the 

Islamic finance industry and provides a structured approach to investment management. 

1.4.2.9 Ujrah 

Ujrah is an important concept in Islamic finance that relates to the pricing or charging of fees for 

services rendered (Obaidullah, 2005). It is a principle that aligns with Shariah law and provides a 

framework for financial transactions that do not involve interest or usury. Understanding what 

ujrah is and how it works is essential for practitioners and investors in the field of Islamic 

finance. Ujrah, derived from the Arabic word "ajr," translates to "fee" or "compensation." In the 

context of Islamic finance, ujrah refers to a fee or compensation charged for services or benefits 

provided without involving riba. It can apply to various financial transactions, contracts, and 

services where a charge is made in return for a service or benefit, but does not include any 
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elements of interest or unjust enrichment. Ujrah operates based on several fundamental 

principles aligned with Islamic finance: 

• Fair Compensation: Ujrah is a mechanism for service providers to receive fair and just 

compensation for the services or benefits they provide. The fee charged should be 

commensurate with the value of the service rendered. 

• Avoidance of Riba: Ujrah transactions do not involve interest or usury. Fees are charged 

based on services or benefits provided rather than the time value of money, ensuring 

compliance with Shariah principles. 

• Transparency: Transparency and disclosure are essential in ujrah transactions. Both 

parties involved should clearly understand the services being provided and the associated 

fees. 

• Equity and Fairness: Ujrah transactions promote fairness and equity in financial 

dealings. Service providers receive compensation for their efforts, and service recipients 

pay a fair price for the services received. 

The ujrah mechanism generally follows these steps: 

• Service Agreement: Two parties, the service provider, and the service recipient, enter 

into a service agreement that outlines the scope of services to be provided and the 

associated fees (ujrah) to be charged. 

• Service Delivery: The service provider delivers the agreed-upon services or benefits to 

the service recipient as specified in the agreement. 

• Fee Calculation: The ujrah fee is calculated based on the nature and extent of the 

services provided. It should be determined in advance and agreed upon by both parties. 

• Fee Payment: The service recipient pays the ujrah fee to the service provider as 

compensation for the services or benefits received. 
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• Completion of Transaction: Once the ujrah fee is paid, the transaction is considered 

complete, and both parties have fulfilled their obligations under the agreement. 

Ujrah can be applied in various contexts and industries, including: 

• Islamic Banking: Banks may charge ujrah fees for services such as account 

management, document processing, and financial advisory services. 

• Investment Services: Investment firms may charge ujrah fees for managing investment 

portfolios, conducting research, and providing financial planning services. 

• Real Estate: Real estate agencies may charge ujrah fees for services related to property 

management, brokerage, and leasing. 

• Consulting: Consulting firms may charge ujrah fees for providing advisory services, 

market research, and strategic planning. 

Ujrah offers several advantages in the context of Islamic finance: 

• Shariah-Compliance: Ujrah transactions adhere to Sharia principles by avoiding interest 

or usury, making them a preferred choice for ethical and responsible financial dealings. 

• Fair Compensation: Service providers receive fair and just compensation for the 

services or benefits they provide, promoting equitable relationships. 

• Transparency: Ujrah transactions require clear agreements and fee structures, enhancing 

transparency and trust between the parties involved. 

• Customization: Ujrah allows for flexibility in pricing, enabling service providers to 

tailor fees to the specific needs and circumstances of their clients. 

• Risk Sharing: Ujrah transactions are not based on the time value of money, reducing the 

risk associated with fluctuations in interest rates. 

In conclusion, ujrah is a fundamental concept in Islamic finance, offering a transparent and 

Shariah-compliant mechanism for pricing and charging fees for services or benefits rendered. Its 
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principles of fair compensation, avoidance of interest, transparency, and equity make ujrah a 

preferred choice for ethical and responsible financial transactions. Ujrah plays a significant role 

in promoting fair and ethical financial dealings in the Islamic finance industry and provides a 

structured approach to pricing and charging fees for services (The World Bank, 2015).  
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Chapter 2: Literature Review 

The literature review is a critical component of any research endeavor, offering a comprehensive 

overview of existing scholarship and insights into the chosen field of study. This chapter will 

explore the literature on Islamic finance in Canada, examining key themes, developments, 

opportunities, and research findings. 

2.1 Islamic Finance Development Indicator 

This report primarily sheds light on the most recent developments and trends of global Islamic 

finance. It mentions that in 2021 Canada experienced one of the highest increases in financial 

assets by 146%. It also includes a variety of other countries that attribute much of their 

significant growth to Islamic financial products. The report outlines that North America as a 

region holds $1 billion in Islamic banking assets. They expect Islamic banking to continue to 

grow globally and especially in non-core Islamic finance markets. There are many examples 

such as the new Islamic Bank of Australia and other digital Islamic banks in Germany and the 

UK offering Islamic finance in the west. This growth trend is also found in Russia’s legalization 

of Islamic banks in four different states. The report also mentions that global sukuk experienced 

a 9% growth in 2021 and non-core markets continues to have high investor confidence. Global 

Islamic Funds are mentioned to have experienced significant growth by 34%. These funds 

include the launch of new indices that plan to further contribute to the industry. (Refinitiv, 2022) 

Overall, this study proves that the global trends for Islamic finance are very strong. The growth 

rate coupled with the increasing infrastructure is developing the industry at a significant pace. 

This is also reinforced by core Islamic finance countries looking to diversify and expand their 

offerings internationally. The following are figures that illustrate these trends in greater detail. 
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Figure 1 - Most Developed Countries in Islamic Finance (Refinitiv, 2022) 

 

 
Figure 2 – IFDI Average Scores by Region (Refinitiv, 2022) 
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Figure 3 – Islamic Finance Landscape (Refinitiv, 2022) 

 

 

Figure 4 – Islamic Finance Industry and Its Supporting Ecosystem (Refinitiv, 2022) 
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2.2 Canada Islamic Finance Outlook 2016 

This report discusses that there are currently 1.3 million Muslims in Canada and is forecasted to 

reach 6 million by 2030. If Canadian financial institutions are active in implementing and 

offering Islamic finance products, then there is evidence of an opportunity to potentially acquire 

US$23 billion in assets across big Organization of Islamic Cooperation (OIC) markets and 

US$558 million in domestic Muslim assets. The report suggests that the geographic 

concentration of the Muslim population and less regulatory complexity makes Canada more 

attractive that the United States for home Islamic finance. It also mentioned that the excellent 

Canadian finance infrastructure along with its reputation and demand for Islamic finance 

products can make Canada a hub for Islamic finance. Muslim Canadians are a large market that 

have significant potential. As shown in the tables below, there was a 778% expected growth in 

Islamic home financing and 43% increase in Islamic mutual funds from 2015.   

 

Figure 5 – Projected Potential Islamic Home Finance Assets in Canada (Thomson Reuters, 2016) 
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Figure 6 – Projected Islamic Mutual Find Market in Canada  (Thomson Reuters, 2016) 

Growth in Socially Responsible Investment (SRI) standards with Canadian institutional investors 

that consist of 95% of total assets under management currently incorporate some form of 

responsible investment criteria. Furthermore, Environmental, Social, and Governance (ESG) 

standards also play a key role in SRI. Such a trending move among investors to SRI presents an 

opportunity to capture Islamic finance market share. Currently the SRI investment market 

accounts for US$5.5 trillion with Canada making up $569 billion alone. Additionally, because 

there are some parallel concepts between SRI and Islamic finance, it can provide some screening 

for qualified Shariah-compliant investments. If non-Muslims were attracted to Islamic funds (for 

example by their inclusion of ESG analysis alongside the Shariah screening), a market baseline 

estimate of US$557 million could be reached.  
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Figure 7 – Islamic Finance, SRI and ESG Comparison (Thomson Reuters, 2016) 

The report mentions that Canada is well situated to offer takaful insurance like products as per 

the example of Canadian institutions such as Sun Life Financial. Strengthening Islamic finance 

in Canada can also enhance Canadas agricultural Halal exports to Muslim counties due to the 

options of being able to protect shipments using Shariah-compliant risk sharing. The 

diversification of conventional Canadian banks in offering Islamic finance will encourage 

international business amongst many core Islamic markets. It can increase Canada’s export base 

and offer many business opportunities to Canadians exporting their products to Islamic markets. 

 

Figure 8 – Size and Growth Potential of the Islamic Economy (Thomson Reuters, 2016) 

Sukuk are also an especially crucial factor as it will provide the Canadian government and 

companies to raise capital from sukuk markets globally. This can help the government further 
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fund infrastructure products and help companies enhance their capital raising options. The 

Canadian Infrastructure Report Card estimated that the replacement cost for maintenance needed 

infrastructure in Canada is estimated at CAD $171.8 billion. Such an example sheds light on the 

importance of Canada being able to leverage sukuk markets to raise capital for these projects.  

The report finally highlights that there is a deficit in expertise of Islamic finance in Canada and 

that educational institutions should provide more training in this growing field. Currently, the 

report mentions only one Islamic finance course being offered by the University of Toronto and 

that more trained professionals are required to carry out this potential market expansion. An 

ecosystem must be developed that includes professionals with Islamic finance expertise such as 

lawyers, accountants, and scholars to operate the industry. Finally, the report mentions that the 

fastest way to jump start Islamic finance in Canada is to encourage current conventional banks 

and credit unions to offer them. (Thomson Reuters, 2016) 

2.3 Islamic Finance and Its Relevance to Canadian Financial System 

This article discusses that a key driver for Islamic finance in Canada is the large Muslim 

population and the high Muslim immigration rate. It also discusses that major banks have not 

been active in adopting Islamic finance because they lack the legal framework. Canada also lacks 

knowledge and expertise on Shariah-compliance. The tax framework on such banking products 

would also need to be considered. An example is how the Royal Bank of Canada attempted to 

offer Shariah-compliant financing but failed due to low demand. Banks are now considering 

offering simple retail banking products such as various accounts. The article also discusses how 

the Canada Mortgages and Housing Corporation (CMHC) has also expressed interest in Islamic 

mortgages. (Chaudhry, 2004) 
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2.4 Development of Islamic Finance in Europe and North America: 

Opportunities and Challenges 

According to this article, Islamic finance in Canada is gradually growing due to an increasing 

Muslim population that is currently the 2nd largest religion in Canada. However, it is not growing 

as quickly as its counterparts in Europe or the United States. This has resulted in limited Islamic 

finance products in Canada with major financial institutions almost absent in this field. The 

article also mentions some challenges of Islamic finance institutions in Canada due to 

consistently meeting religious compliance. Examples include Oasis Funds Management Inc from 

2006 and UM Financial from 2011 that both closed. The article discusses that the key issues 

facing Canadian Islamic financial institutions includes the lack of awareness with regards to 

education and technical expertise. Second, are the regulatory hurdles that the industry faces and 

finally islamophobia against Shariah-compliant products. (Alharbi, 2016) 

2.6 The Barriers to, and Incidence of Islamic Banking and Finance in Canada 

This article examines how the majority of Muslim Canadians reside significantly in Canada’s 

main cities such as Toronto, Montreal, Vancouver, Calgary, and Ottawa. However, Toronto is by 

far the most significant Muslim community in terms of size. This means that around 1 million 

Muslims live in Ontario alone making that 60% of all Muslims in Canada. With 40% 

concentrated in Toronto. It is also mentions that Canada has a higher percentage of Muslims per 

population than the United States. This article also mentions that the historic tensions between 

the middle east and west has caused some bias with regards to people’s perceptions of Islamic 

finance. However, there is still a strong interest for such products from the existing Muslim 

population. Market research by NorthStar sampled 102 Muslim small businesses that answered 

35% were extremely interested in Islamic finance and 23% were less interested. NorthStar also 

interviewed 503 Muslims Canadians in 2009 that represented 60% of clients with TD Bank. The 

study found that Muslims were generally not emotionally attached to one specific bank and that 
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the Islamic products that were highest in demand were mortgages, loans, savings, and deposit 

accounts. (Tahmina, 2013) 

2.5 Requirements for the Success of Islamic Finance in Canada 

This article mentions that Islamic finance can benefit Muslims as well as non-Muslims because it 

is a form of ethical finance. This would also open the doors for further investment by investors 

interested in Islamic finance products in Canada and internationally. Islamic finance is a crucial 

factor to the well-being of Muslim Canadians and is considered an economic loss with its 

absence. This means that major Canadian banks should offer Islamic banking solutions and that 

the interest in such products is evident based on the level of religiosity. Another issue is that 

conventional banking has a different mechanism and can cause difficulty in adapting to the 

current legal, tax and political framework. Each province will also have varying rules with 

regards to banking that can be advantageous for potential Islamic institutions depending on the 

province’s framework. Such a framework also requires further development with regards to how 

the Shariah of Islamic finance is interpreted and will need to be organized in further detail. There 

have been some applications with the Office of the Superintendent of Financial Institutions 

(OSFI), but their response has been delayed. Canada Mortgage and Housing Corporation 

(CMHC) on the other hand has shown interest and is seeking reports on Islamic finance for 

Canada. (Samia Benaziez, 2020) 

2.7 Summary 

The literature review gives a strong impression that Islamic finance has a significant potential. It 

is evident that the industry growth rate globally is developing large opportunities for Canadian 

sukuk markets as well as the Islamic economy. This means that there are opportunities for 

Canada to develop compliant systems that allow governments and corporations to access new 

opportunities of raising capital. Another is the integration and enhancement of the country’s 

export base through encouraging financial products that fit well with Islamic export markets. 
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Additionally, Canada’s large and growing Muslim population is becoming a larger market by the 

year. The demand for Islamic finance and especially home financing is becoming a market that is 

hard to ignore. With such changing demographics and demand, it is important for financial 

institutions to access this growing market. The industry does have its fair share of hurdles that 

need to be addressed. There needs to be more consideration from the government in terms of 

working with the legal and taxation framework to streamline Islamic finance. Further large 

segments are major conventional banks and credit unions that have a large potential to adopt 

Islamic finance. There needs to be more product development, research, adequate marketing, and 

implementation for such products to become more widely available in Canada. 
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Chapter 3: Methodology 

3.1 Overview of Research Problem 

The 4.9% of Canadians that identify as Muslims mostly are in a difficult position between 

Islam’s teachings and what is offered by major Canadian banks. This specifically relates to the 

issue of complying to Shariah in a market where many conventional financial products are 

predominately prohibited. With such challenges many Muslim Canadians find themselves in 

very difficult positions with regards to how they manage the relationship between their faith and 

accessibility to finance. Some may take the burden of using conventional financial products with 

a self-justification that conflicts with their belief. This is a significant issue, as it interferes with 

the human rights of Canadian Muslims to be able to access financial products that coincide with 

their faith. It also develops a burden of religious non-compliance in the community, it creates a 

disturbance, and limits social integration and inclusivity. Others abstain from conventional 

financial products completely which causes many issues as well specifically with their economic 

development. As access to financial products is an imperative part of society in Canada and is 

difficult to ignore because of the financial system’s impact on the market environment. Such 

individuals are at a significant disadvantage and brings forth many opportunity costs to Canada 

as a whole.  

As previously mentioned, this translates to many difficulties to Muslims in Canada and causes a 

significant economic loss. The lack of Shariah-compliant home financing puts many at a 

disadvantage with buying a family home. Many are stuck as perpetual renters because they are 

unable to purchase a home with cash due to their exposure to soaring housing prices (Shaina 

Luck, 2022). This also relates to purchases of vehicles, student loans, and many other items that 

limits the economic contribution to Canada. This issue relates to the commercial side as well 

where many Muslim entrepreneurs and businesses are limited due to the lack of Shariah-

compliant financing. Commercial finance is imperative as it provides options to finance 
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customers, suppliers, inventory, equipment, facilities, and various administrative expenses. With 

limited options, many Muslim businesses are at an economic disadvantage that also limits their 

competitiveness and economic contribution to Canada. As traditional insurance is also prohibited 

in Islam, many Canadian Muslims are unable to acquire full protection for their personal 

belongings. Aside from insurance that is obligated to obtain for legal purposes in Canada such as 

vehicle insurance (Government of Ontario, 2023). This also severely limits entrepreneurs’ ability 

to insure their equipment and transactions against unforeseen circumstances. Investing is another 

aspect that requires Shariah-compliance, and many investment options are limited to Muslims. 

The methods of how money is invested and in what financial products must be vetted to Islamic 

compliance. With the lack of variety in Shariah-compliant investments, this limits Canadian 

financial markets as they are less marketable to a large segment of the Canadian population.  

A formal banking advisory framework must be developed to identify, develop, and serve 

Canadians who are interested in Islamic financial products. With a lack of infrastructure and 

framework, many banking advisors will find it difficult to advise and optimize results to their 

Muslim clients. This also creates a lack of confidence in Canadian financial markets. In general, 

the Muslim Canadian population is underserved in the current financial system. There must be 

efforts from both the government and major banks to encourage Islamic financial products. 

Without such products, Canada will continue to miss out on a large opportunity cost impacting 

its financial markets, overall economy, and social wellbeing of its large Muslim population. 

Finally, Islamic finance products such as sukuk can support both the Canadian government and 

financial markets access to raising international capital. As Muslim investors in sukuks are 

mainly from core-Muslim countries such as the Arabian Gulf, this presents a very large 

opportunity to access a significant market of capital. This is imperative as many Gulf sovereign 

funds are exceptionally large and wealthy (Calabrese, 2023). There is a lack of capitalization on 

such opportunities that the Canadian government is not pursuing. This over-reliance on 

conventional financing is hindering economic development and further competitiveness in the 
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international market. Furthermore, financial markets in Canada have the potential to encourage 

much large influx of capital into their markets and provide companies with significantly large 

opportunities. Such concepts would reinforce Canada positive investment environment and 

contribute to further competitive advantage and diplomatic relations with a large part of the 

world.  

3.2 Operationalization of Theoretical Constructs 

There are vaious types of research methods that can be adopted for this study. It could be done in 

a quantitavie manner, where many numercial evidences and conclusions can be made from 

varoius data sets. Another is a qualitative method where literature and discussions that can be 

used to create and validate points. For this study, it is essential that a mixed method is used. This 

is to foster as much triangulation and credibility as possible. There will be emphasis on 

reviewing litrature, statsitics, surveys and case studies to develop a through understanding and a 

set of valid conclusions. 

3.4 Research Design 

The study will look into addressing its research purpose and questions by adopting a adequate 

research design. Many of the research objectives require access to qualitative research to develop 

an understanding of the overal opporunities and challneges of the study. There are vaious 

concepts with regards to government influences and global opporuntities that will play an 

important in furthering this study. Quantiative research is also important to illustrate the 

numercial impact of the various research questions. It will support the study in developing a 

quantitative undesrtanding of the importance of Islamic finance in Canada. Another component 

is the case study method that will use the various research methods to bring together solid 

conlcusions to the research questions. 
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3.5 Population and Sample 

The population in the surveys and statistics used in the sources include members of the Muslim 

communities across the greater Toronto area. This population was chosen because this region is 

conidered the most densly populated Muslim areas in Canada. The samples primarily include 

Muslim families and business owners residing in the greater Toronto area. These samples were 

chosen because they have the greatest potential for Islamic finance. As a result, it narrows down 

respondents to those that have a need and interest in financial products such as: 

• Financing resedential, commercial, vehicle or student loans 

• Insurance home, auto and commercial 

• Investing equities, fixed-income, exchange-traded and mutual funds 

3.6 Instrumentation 

The decision to utilize data from existing studies as the instrumentation in this study can be 

attributed to several advantages: 

• They provide a cost-effective and efficient means of data collection, as they eliminate the 

need for adminsitering, printing, postage, and manual data entry. This makes it particularly 

attractive for large sample sizes or geographically dispersed participants. 

• They offer higher response rates and reduce the potential for selection bias. Moreover, 

established surveys often include features like skip logic and data validation checks, 

enhancing data accuracy and quality. Additionally, the digital format allows for easier data 

management, storage, and analysis.  

• They facilitate quick data processing and reporting, enabling the study to obtain timely 

results and potentially expedite the dissemination of findings. Overall, the utilization of 

existing surveys and statistics as the chosen instrumentation in this study can maximize 

efficiency, accessibility, and data quality while streamlining the research process. 
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3.7 Data Analysis 

In the study's data analysis phase, the collected data is carefully examined to draw meaningful 

conclusions and insights.  

• The first step involves data cleaning, where there is a check for missing or inconsistent 

infomration and address any outliers or errors. 

• Next the study requires to explore and analyze the variables of interest. This may involve 

various statistical techniques, such as descriptive statistics and correlations.  

• The results needs to be critically interpreted, identifying patterns, trends, or relationships in 

the data.  

Finally, the data analysis phase concludes with summarizing the key findings, discussing their 

implications, and drawing conclusions based on the evidence derived from the data. 

3.8 Research Design Limitations 

• Existing studies may suffer from sampling bias, as they primarily rely on self-selection. 

Participants who choose to respond to online surveys may have different characteristics or 

opinions compared to those who do not participate, leading to a non-representative sample.  

• They may be biased towards individuals who have internet access and are comfortable with 

technology. This limitation restricts the generalizability of findings to populations without 

internet access or with lower digital literacy, potentially introducing a bias in the results.  

• They could lack the control that can be achieved in traditional laboratory settings. 

Researchers have limited control over the participants' environment, potential distractions, 

or the validity of responses, which can impact the reliability and accuracy of the collected 

data.  

• Are susceptible to various response biases, such as social desirability bias or satisficing. 

Participants may provide answers they perceive as socially desirable or may rush through 
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the survey without carefully considering their responses, compromising the quality and 

validity of the data.  

• Online surveys typically rely on closed-ended questions, limiting the depth of qualitative 

information that can be obtained. The absence of probing or follow-up questions may result 

in a lack of contextual understanding, reducing the richness of the data collected. 

3.9 Summary 

The research problems addressed in this study are the challenges faced by Muslim Canadians in 

accessing financial products that comply with their Shariah principles. The lack of Shariah-

compliant options in the Canadian financial system creates difficulties for Muslim Canadians in 

managing their financial affairs while adhering to their faith. This leads to a burden of religious 

non-compliance, limits social integration, and hinders economic development within the Muslim 

community. The absence of Shariah-compliant financing options affects various aspects, 

including home purchases, vehicle loans, student loans, commercial finance, insurance, and 

investments. The research aims to highlight the importance of Islamic finance in Canada, outline 

the existing environment, explore the demand and challenges, investigate the preferences and 

decisions of the Muslim population regarding Shariah-compliant financial products, and assess 

the economic and social impacts of Islamic finance on the Canadian economy. The research also 

aims to discuss the potential international capital raising opporunities and delve into the various 

economic and diplomatic benefits that can emerge from sukuk products. 

To address the research purpose and questions, a mixed research method combining quantitative 

and qualitative approaches is proposed. The study will involve literature review, analysis of 

statistics, surveys, and case studies to gain a comprehensive understanding and generate valid 

conclusions. The population of interest includes Muslim communities in the greater Toronto 

area, primarily focusing on Muslim families and business owners. The sample will consist of 

individuals who require or have an interest in financial products such as residential and 
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commercial financing, insurance, and investments. Existing studies, leveraging the advantages of 

cost-effectiveness, convenience, and data processing capabilities. However, there are limitations 

to consider, including sampling bias, limited generalizability, lack of control, response bias, and 

limited depth and context due to the nature of surveysand statistics. Overall, this research aims to 

shed light on the importance of Islamic finance in Canada, the challenges faced by Muslim 

Canadians in accessing Shariah-compliant financial products, and the potential economic and 

social impacts of addressing this issue.  
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Chapter 4: Discussion of Research Questions 

This chapter will delve deeper into the core research questions, bridging them with existing 

research, information, and data. This critical analysis aims to uncover the implications, 

challenges, and issues surrounding Islamic finance in Canada. 

4.1 What is the current landscape of Islamic finance in Canada? 

Canada's Muslim population, currently at 1.8 million, is projected to reach 6 million by 2030. If 

Canadian financial institutions actively implement and offer Islamic finance products, there is a 

significant opportunity to acquire around US$23 billion in assets across major Organization of 

Islamic Cooperation (OIC) markets, along with US$558 million in domestic Muslim assets. The 

concentration of Muslims in Canada, coupled with favorable regulatory conditions and an 

excellent financial infrastructure, makes the country an attractive destination for Islamic finance. 

The market potential is evident from the expected 778% growth in Islamic home financing and a 

43% increase in Islamic mutual funds since 2015. In addition, the growth of socially responsible 

investment (SRI) standards in Canada presents an opportunity to capture a share of the Islamic 

finance market. With SRI accounting for a market worth US$5.5 trillion globally (including 

Canada's contribution of $569 billion), the alignment between SRI and Islamic finance, 

particularly in environmental, social, and governance (ESG) standards, can provide screening for 

Shariah-compliant investments. This opens up possibilities for attracting non-Muslim investors 

to Islamic funds, potentially reaching a market estimate of US$557 million. Strengthening 

Islamic finance in Canada can also support agricultural halal exports to Muslim countries and 

allow for capital raising through sukuk markets for infrastructure projects, considering the 

estimated replacement cost of CAD $171.8 billion for infrastructure maintenance in Canada. 

When introducing Islamic finance products in Canada's financial system, there are several legal 

and taxation challenges that need to be addressed. These challenges involve compliance with 

existing regulatory frameworks, consumer protection, disclosure requirements, and the tax 
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treatment of Islamic finance transactions. Several Canadian agencies play a role in tackling these 

challenges and facilitating the integration of Islamic finance into the financial system. 

Collaboration and coordination among these agencies, along with financial institutions, industry 

associations, and other stakeholders, are crucial to successfully integrate Islamic finance into 

Canada's financial system. By addressing legal and taxation challenges, these entities aim to 

create a conducive environment for the development and growth of Islamic finance in Canada.  

4.1.1 The Major Banks of Canada 

The Canadian banking system is primarily dominiated by “The Big Six”, that make up around 

93% of assets in Canada (Bickis, 2023). These are the banks that the study targets with the 

possibility of offering Islamic finance products. They are as follows: 

1. Royal Bank of Canada: The Royal Bank of Canada, often referred to simply as RBC, 

stands as one of Canada's foremost financial institutions and holds a prominent position 

on the global banking stage. Established in 1864, RBC has since evolved into a financial 

powerhouse, offering a comprehensive suite of banking, wealth management, and 

insurance services to millions of clients across the country and around the world. With a 

rich history spanning over a century, RBC has earned a reputation for its stability, 

innovation, and commitment to customer service. As one of Canada's Big Six banks, 

RBC plays a pivotal role in shaping the nation's financial landscape and is known for its 

dedication to community engagement, corporate responsibility, and its ongoing efforts to 

meet the evolving needs of its diverse clientele. 

2. Toronto-Dominion Bank: The Toronto-Dominion Bank of Canada, commonly known 

as TD Bank, is a prominent and well-respected financial institution deeply rooted in 

Canada's banking history. Established in 1855, TD has grown into one of the largest 

banks in Canada and North America, offering a wide range of financial products and 

services to millions of customers. With a strong commitment to innovation and customer-
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centric banking, TD has consistently been at the forefront of adopting technology to 

enhance its services, making banking more convenient and accessible for its clients. TD 

Bank is recognized for its expansive branch and ATM network, both domestically and 

internationally, and is known for its dedication to community involvement and 

sustainability initiatives. As a trusted pillar of the Canadian financial sector, TD Bank 

continues to evolve and adapt to meet the diverse financial needs of its customers while 

upholding its reputation for reliability and excellence. 

3. Bank of Montreal: The Bank of Montreal, commonly referred to as BMO, is one of 

Canada's oldest and most distinguished financial institutions. Founded in 1817, BMO has 

played an integral role in the economic development and growth of Canada. With a rich 

history spanning more than two centuries, the bank has established itself as a symbol of 

stability, trustworthiness, and innovation. BMO offers a comprehensive array of banking 

and financial services to its diverse clientele, including personal and commercial banking, 

wealth management, investment banking, and more. Renowned for its strong customer 

focus and commitment to community engagement, BMO has a robust presence not only 

in Canada but also in the United States and international markets. As a stalwart in the 

Canadian financial landscape, BMO continues to adapt and excel in an ever-changing 

financial industry while remaining dedicated to its core values of integrity, customer 

service, and corporate responsibility. 

4. Canadian Imperial Bank of Commerce: CIBC is a prominent and well-respected 

financial institution headquartered in Toronto, Canada. With a rich history dating back to 

1867, CIBC has established itself as one of Canada's major banks and has a growing 

presence internationally. It offers a comprehensive range of banking and financial 

services, including retail and commercial banking, wealth management, investment 

banking, and more. CIBC is known for its commitment to customer service, innovative 

financial solutions, and its dedication to community involvement. With a strong focus on 
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meeting the evolving needs of its clients, CIBC continues to be a trusted and forward-

thinking banking partner. 

5. Scotiabank: Scotiabank, officially known as The Bank of Nova Scotia, is a leading 

Canadian multinational bank headquartered in Toronto, Canada. Established in 1832, it 

has grown into one of Canada's largest and most respected financial institutions. 

Scotiabank operates a vast network of branches and offices globally, serving millions of 

customers in various countries. It offers a wide range of financial services, including 

retail and commercial banking, wealth management, investment banking, and 

international banking. Known for its commitment to innovation and customer 

satisfaction, Scotiabank is a trusted partner for individuals, businesses, and communities 

seeking financial solutions worldwide. 

6. National Bank: National Bank of Canada (Banque Nationale du Canada) is a prominent 

Canadian financial institution headquartered in Montreal, Quebec. Established in 1979, it 

has since become one of the largest and most respected banks in Canada. National Bank 

offers a comprehensive suite of banking and financial services, including retail banking, 

wealth management, commercial banking, and investment banking. With a strong 

commitment to customer service and innovation, National Bank serves millions of clients 

across Canada and around the world. It has a reputation for providing tailored financial 

solutions to meet the diverse needs of individuals, businesses, and communities, making 

it a trusted banking partner. 

These mentioned major banks are the primary insitutions that the study targets as requiring the 

inclusing of Islamic finance in their portofilo of products and services. Given the banking market 

is predominatly shared amongst these players, the most effective way to capitalize on the various 

advantages of Islamic finance is through their inclusion. Their size, network, resources, 
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reputation and expertise all play a vital role to the forseeable success of offering Islamic financial 

products at the required scale in Canada. 

4.1.2 Major Bodies of the Canadian Financial System 

In the landscape of Islamic finance in Canada, several key regulatory and oversight bodies play 

pivotal roles in shaping and governing the industry. These organizations ensure that Islamic 

finance products adhere to Canadian laws and regulations while promoting transparency, 

consumer protection, and fair practices. Here, we introduce the primary regulatory and oversight 

entities that influence the development and operation of Islamic finance in the country: 

• Office of the Superintendent of Financial Institutions (OSFI): As the primary 

regulatory body for federally regulated financial institutions in Canada, OSFI holds a 

central role in the oversight of Islamic finance. OSFI reviews and approves the 

introduction of Islamic finance products within the existing regulatory framework. Their 

mandate includes ensuring that financial institutions comply with prudential standards 

and maintain financial stability. 

• Financial Consumer Agency of Canada (FCAC): The FCAC is responsible for 

safeguarding and educating consumers in the financial sector. Their role extends to 

Islamic finance, where they work to ensure consumer protection and disclosure 

requirements. The FCAC promotes transparency in financial transactions and addresses 

consumer rights and fair practices to create a secure environment for financial consumers. 

• Canada Revenue Agency (CRA): When it comes to taxation matters associated with 

Islamic finance products, the CRA takes the lead. They administer tax laws in Canada 

and provide guidance on the tax treatment of such transactions. Ensuring compliance 

with tax laws and addressing taxation challenges related to Islamic finance fall within the 

purview of the CRA. 
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• Canadian Securities Administrators (CSA): Comprising securities regulators from 

each province and territory, the CSA plays a crucial role in overseeing the regulatory 

framework for Islamic finance products within the jurisdiction of securities laws. They 

review and approve these frameworks, ensuring compliance with securities regulations. 

Market participants in the Islamic finance sector often seek guidance from the CSA 

regarding compliance and regulatory matters. 

• Canadian Bar Association (CBA): The CBA represents legal professionals in Canada 

and plays a significant role in addressing legal challenges associated with Islamic 

finance. They provide guidance, conduct research, and advocate for legal reforms that 

support the development of Islamic finance. The CBA's involvement ensures that the 

legal aspects of Islamic finance transactions are well-understood and appropriately 

addressed. 

Together, these regulatory and oversight bodies collaborate to create a conducive environment 

for the growth and operation of Islamic finance in Canada. Their efforts are directed toward 

maintaining financial stability, protecting consumers, ensuring compliance with tax and 

securities laws, and addressing legal challenges. In doing so, they facilitate the development of 

Islamic finance products that align with Canadian regulatory standards while respecting the 

principles of Shariah-compliance. 

4.1.3 Islamic Finance Institutions in Canada 

On the other hand, Canada has experienced an emergence of Islamic finance insitituions that 

offer some Islamic finance products. They are as follows: 

• Aya Financial: Home Financing Program, Shariah-Compliant Term Deposit (Murabaha) 

• EQRAZ: Home Financing 
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• Manzil: Halal investing; RRSP, TFSA, Personal, RESP, Halal Mortgage (Musharaka or 

Murabaha), Prepaid Master Card 

• Ijara Community Development Corp.: Rsedential & commercial Financing 

• Canadian Halal Financial Corporation: Home Financing 

• Halal Homes Canada: Home financing 

• Ansar Co-operative Hosuing Corporation: Home, Investing and Insurance (Takaful 

Home Auto) 

• Al Ehsan: Home Financing, Halal Real Estate Investment 

• Qurtuba Housing Co-Operative: Home Financing 

• Assiniboine Credit Union: Islamic Mortgage 

4.1.4 Available Shariah-Compliant Investment Products 

Additionally, there are some labelled Shariah-compliant invesement products available to 

Canadians in local and United States markets. They are as follows: 

• Wealthsimple Shariah World Equity Index ETF (WSHR) - CAD 

• Wahed FTSE USA Shariah ETF (HLAL) - USD 

• The SP Funds S&P 500 Sharia Industry Exclusions ETF (SPUS) - USD 

• SP Funds Dow Jones Global Sukuk ETF (SPSK) - USD 

• The SP Funds S&P Global REIT Sharia ETF (SPRE) - USD 

• Global Iman Fund (IMANX) - USD 
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• Manzil Mortgage Fund (MANZL) - CAD 

4.2 What are the implications for the absence of Islamic finance in Canada? 

The limited availability of Islamic finance products restricts Muslims from accessing financial 

services that align with their religious principles, creating economic implications for the 

community. It hampers the ability of individuals and families to secure Shariah-compliant home 

financing, leading to limited homeownership opportunities and hindering wealth accumulation 

within the Muslim community. Moreover, the lack of Islamic financial instruments and 

investment options can impede the growth of Muslim entrepreneurs by limiting their access to 

capital for business ventures. This not only inhibits their economic progress but also hampers 

their potential contributions to job creation, innovation, and overall economic development. To 

foster economic inclusion and empower the Muslim community, it is crucial for Canadian 

financial institutions to offer Islamic finance products that cater to the unique needs and values 

of this demographic. Furthermore, implications arise with the lack of Canada’s capability to 

benefit from the significant capital raising opporunities through the use of sukuk products to 

enrich the government and financal markets. 

4.2.1 Market Competitiveness  

Without comprehensive Islamic finance options, Canada may struggle to attract Muslim 

investors, particularly those from countries with well-established Islamic finance industries. This 

lack of competitiveness can result in missed opportunities for foreign direct investment, capital 

raising, partnerships, and the establishment of Islamic financial institutions in Canada. By not 

catering to the needs of Muslim investors and providing Shariah-compliant financial services, 

Canada may lag behind other countries that have successfully tapped into the growing Islamic 

finance market. To remain competitive and attract diverse sources of investment, it is essential 

for Canadian major Canadian banks to offer Islamic finance products and services that meet the 

needs of both domestic and international Muslim investors.  
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4.2.2 Capital Outflows  

Lack of options may lead to capital outflows from Canada as Muslims seek Shariah-compliant 

financial services abroad. This not only affects individual investors but also impacts the ability of 

Canadian businesses to access Islamic financing for their expansion and investment needs. A 

good example of this are that the majority of the mentioned Islamic Shariah-compliant 

investment funds accessible to Canadians are mainly in the United States markets. Capital 

outflows can weaken the domestic economy by reducing the availability of funds for investment 

and hindering the development of local industries. As a result, job opportunities may be limited, 

and overall economic growth potential may be curtailed. To mitigate capital outflows and retain 

investment within the country, it is crucial for Canadian financial institutions to provide Islamic 

finance products and services that cater to the needs of both domestic and international Muslim 

investors, ensuring that Shariah-compliant options are readily accessible within the country.  

4.2.3 Foreign Investment in Financial Markets 

A small variety of compliant investments may deter foreign investors from Muslim majority 

countries who prioritize Shariah-compliance in their investment decisions. By not offering 

comprehensive Islamic finance products, Canada may miss out on attracting significant foreign 

direct investment and partnerships. This can limit the potential for economic cooperation and the 

establishment of strategic trade relationships with countries in the Organization of Islamic 

Cooperation (OIC). To enhance foreign investment prospects and promote economic growth, it is 

essential for major Canadian banks to actively offer Shariah-compliant investment opportunities 

that appeal to a wide range of investors, including those from Muslim majority nations.  

4.2.4 Raising International Capital for Government 

The absence of Islamic finance in Canada presents significant implications for the country's 

ability to raise international capital through sukuk, Islamic bonds. Canada's exclusion from the 
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sukuk market limits its access to a vast pool of global Islamic investors seeking ethical and 

Shariah-compliant investment opportunities. This missed opportunity hampers the diversification 

of Canada's capital sources, potentially limiting its ability to fund critical infrastructure projects 

and economic development. Furthermore, it prevents Canada from establishing itself as an 

attractive destination for Islamic finance investments, hindering potential economic partnerships 

and cross-border collaborations. In essence, the absence of Islamic finance constrains Canada's 

global financial reach and economic growth potential. 

4.2.5 Inclusion and Innovation 

The limited availability of Islamic finance in Canada hampers the development of local 

expertise, innovation, and research in this specialized field. By not offering Islamic finance, 

Canada may miss out on opportunities to provide Muslim Canadians with access to products and 

education necessary in order to advance economically. This also hinders the further growth of 

Muslim entrepreneurs and the financial services industry. It ultimately limits the country's ability 

to become a global leader in Islamic finance innovation and education. To tap into the potential 

of Islamic finance and drive economic growth, it is crucial for Canadian educational institutions 

and regulatory bodies to support the development of expertise in this field. By offering 

specialized training programs, promoting research, and fostering an ecosystem of professionals 

with Islamic finance knowledge, Canada can position itself as a hub for Islamic finance 

expertise, attracting talent and driving innovation in the industry. 

4.3 What marketing strategies and advising frameworks are necessary for the 

success of Islamic finance in Canada? 

Major banks in Canada can successfully offer Islamic finance products if they focus on 

maintaining Shariah-compliance of such products, offer sensitive Islamic finance advising on a 

client level and develop marketing strategies that directly reach the Muslim Canadian consumer.  
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4.3.1 Shariah-Compliance Review 

The banks will require an internal Shariah-compliance review process that will review the 

various Islamic finance products that are offered. Such reviews include ensuring products are 

diligently screened for compliance. This will require them to either develop an internal team of 

Islamic finance scholars that can undertake this review process. Another option is for banks to 

outsource the Shariah-compliance review process to already established Islamic finance auditing 

companies primarily found in core Islamic markets. Using external partners is beneficial as in the 

example of the S&P 500 Shariah Industry Exclusions ETF which was provided a 

Shariah0compliance certificate from Raqaba. Shariah-compliance is also an ongoing task that 

will require banks to monitor their products on an ongoing basis and make compliance 

adjustments as needs arise. This is especially prevalent in cases where investment vehicles 

Shariah-compliance may change over time due to a company’s actions. Such actions include 

changes in excessive debt or participation in prohibited industries. Reporting is an important 

factor and will compliance reviews done often as some clients will request updated Shariah-

compliance reviews for such products. Islamic finance companies in Canada have failed in the 

past due to either inconsistency or complete incompliance issues. This reinforces the importance 

of solidifying this aspect so that there is a sense of great confidence in the Islamic finance 

products that are being offered. Once there is just a slight speculation in the quality of 

compliance, banks will suffer greatly in continuing to be a reliable and attractive option to their 

Muslim clients. 

4.3.2 Advisory and Education Framework 

It is essential for banks to have the capacity to understand their clients’ needs and offer 

appropriate solutions based on their circumstances. It is the essence of successful banking and 

marketing products to clients. Canadian banking advisors are obliged to follow a framework 

established by the Mutual Funds Dealer Association (MFDA) that includes three main aspects; 
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Know Your Client (KYC), Know Your Product (KYP) and Suitability. This process was 

developed so that financial representatives could analyze the client and educate them on products 

that are suitable for their goals. The issue is that most advisors at major banks lack an 

understanding of basic Islamic finance concepts to effectively offer Shariah-compliant financial 

advice. This causes a big issue where clients develop somewhat of a distrust of the overall 

financial advice of their banking advisors. Some Muslims may also feel reluctant to discuss or 

explain this with their advisor as it is not easy for everyone to do so when it comes to faith. To 

best alleviate this issue, it is necessary that major banks create a training model where advisors 

can obtain a general understanding of Islamic finance. In Muslim concentrated communities, 

banks can also have designated advisors at the branch that have additional training to cater to the 

Islamic community. Developing an Islamic finance advisory framework that involves relevant 

training and education is exceptionally important as it would be one of the main sources of 

product success.  

4.3.3 Focused Marketing  

The financial landscape in Canada is becoming increasingly diverse, with various communities 

seeking financial products that align with their values and beliefs. For major Canadian banks 

offering Islamic finance products, the path to success lies in embracing targeted marketing 

strategies that cater specifically to the Muslim community. Major banks must explore the critical 

importance of targeted marketing and its potential to drive customer engagement, brand loyalty, 

and sustainable growth within this dynamic market segment. 

Effective targeted marketing begins with a deep understanding of the cultural and religious 

context of the Muslim community in Canada. By recognizing the unique values, preferences, and 

financial needs of this demographic, major Canadian banks can develop marketing campaigns 

that resonate on a personal level. Highlighting how Islamic finance products adhere to Shariah 
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principles and meet the ethical standards of the Muslim faith demonstrates a commitment to 

understanding and addressing the community's aspirations. 

Targeted marketing allows major Canadian banks to build trust and relatability with the Muslim 

community. By crafting messaging that reflects an appreciation for Islamic values and 

sensitivities, banks can establish themselves as allies in the financial well-being of Muslims. 

Addressing the community's specific financial concerns, such as interest-free options and ethical 

investment, demonstrates a genuine commitment to providing tailored solutions that align with 

their beliefs. 

A successful targeted marketing approach involves engaging with the Muslim community 

through channels that are relevant and accessible to them. This might include community events, 

religious centers, online platforms, and publications that cater to the interests and needs of 

Muslims. Major Canadian banks can use these channels to share information about their Islamic 

finance offerings, educate the community, and foster a sense of inclusivity and cultural 

resonance. 

Targeted marketing not only involves promoting existing Islamic finance products but also 

tailoring new offerings to meet specific needs within the Muslim community. Major Canadian 

banks can leverage their insights into the community's financial priorities to design innovative 

and relevant products that address unique challenges. This proactive approach demonstrates a 

commitment to continuous improvement and reinforces the notion that the bank is invested in the 

community's financial success. 

Effective targeted marketing not only attracts new customers but also nurtures long-term 

relationships. By consistently engaging with the Muslim community and demonstrating an 

ongoing commitment to their financial well-being, major Canadian banks can foster brand 

loyalty and repeat business. Sustained engagement through targeted marketing efforts can lead to 

positive word-of-mouth referrals, creating a ripple effect within the community. 



92 

 

In conclusion, the emphasis on targeted marketing to the Muslim community in Canada is 

paramount for major Canadian banks aiming to achieve success in selling Islamic finance 

products. By understanding the cultural and religious context, building trust, engaging through 

relevant channels, tailoring products, and fostering long-term relationships, banks can create a 

meaningful and impactful presence within the Muslim community. Through these strategic 

efforts, major Canadian banks can not only achieve financial success but also demonstrate their 

dedication to diversity, inclusivity, and responsible banking practices. 

4.3.4 International Partnerships 

Major Canadian banks can collaborate with reputable Islamic financial institutions to broaden 

their product offerings and access their expertise in the field. This will allow such banks to 

establish themselves and further their Islamic finance reputation. Partnerships among banks can 

bring an enhanced level of reliability to Islamic products as it could be backed by both major 

reputable Canadian banks and the expertise of a well-known Islamic financial institution. 

Developing these partnerships can create a shared risk approach, minimize startup costs, provide 

insights, assist in compliance, offer scale and a unique edge in marketing Islamic finance in 

Canada with a global Islamic financial institutions brand name. 

4.4 Summary 

The current landscape of Islamic finance in Canada presents significant opportunities for 

financial institutions to tap into the growing Muslim population and cater to their financial needs. 

With the Muslim population projected to reach 6 million by 2030, there is a considerable 

potential to acquire around US$23 billion in assets across major Organization of Islamic 

Cooperation (OIC) markets, along with US$558 million in domestic Muslim assets. The 

concentration of Muslims in Canada, coupled with favorable regulatory conditions and a robust 

financial infrastructure, makes the country an attractive destination for Islamic finance. The 

expected growth in Islamic home financing and Islamic mutual funds since 2015 highlights the 
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rising demand for Shariah-compliant financial products. The alignment between Islamic finance 

and socially responsible investment (SRI) standards opens possibilities for attracting non-Muslim 

investors to Islamic funds, further expanding the market potential. Additionally, strengthening 

Islamic finance in Canada can support agricultural halal exports to Muslim countries and allow 

for capital raising through sukuk markets for infrastructure projects, addressing infrastructure 

maintenance needs. However, introducing Islamic finance products in Canada's financial system 

comes with legal and taxation challenges. Compliance with existing regulatory frameworks, 

consumer protection, disclosure requirements, and the tax treatment of Islamic finance 

transactions need to be carefully addressed. Collaboration and coordination among various 

Canadian agencies, financial institutions, and industry stakeholders are crucial to successfully 

integrate Islamic finance into the financial system. Currently, there are several financial 

institutions offering Islamic finance products and services in Canada. These include Aya 

Financial, EQRAZ, Manzil, Ijara CDC, Canadian Halal Financial Corporation, Halal Homes, 

Ansar & Islamic Co-Operative, Al Ehsan, Qurtuba Housing Co-Operative, Assiniboine Credit 

Union, and more. Investment products such as Shariah-compliant ETFs and mutual funds are 

also available. The general perception of the Muslim community regarding major Canadian 

banks offering Islamic finance is positive, as there is a growing demand for Shariah-compliant 

financial services. However, the limited availability of Islamic finance products has economic 

implications for the Muslim community, including restricted access to financial services, reduced 

market competitiveness, capital outflows, hindered foreign investment, and missed opportunities 

for innovation and expertise. To ensure the success and widespread adoption of Islamic finance 

in Canada, major banks need to focus on maintaining Shariah-compliance, develop an Islamic 

finance advisory framework with trained advisors, and implement targeted marketing strategies. 

Banks should build community engagement, collaborate with reputable Islamic financial 

institutions, and leverage digital and physical advertising to reach potential Muslim clients 

effectively. Overall, embracing Islamic finance in Canada can not only meet the financial needs 



94 

 

of the growing Muslim population but also present opportunities for economic growth, financial 

inclusion, and international partnerships. 
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Chapter 5: Recommendations & Considerations 

5.1 Recommendations 

This chapter is dedicated to exploring a spectrum of recommendations aimed at bolstering the 

adoption of Islamic finance in the Canadian financial landscape. Furthermore, it will delve into a 

diverse array of methods and strategies meticulously crafted to address the multifaceted 

challenges mentioned earlier in this study. In essence, it serves as a roadmap for navigating the 

intricate subject of introducing Islamic finance principles and practices within the Canadian 

financial ecosystem. 

5.1.1 Islamic Finance is a Canadian Human Right 

In a diverse and multicultural society like Canada, the recognition and protection of individual 

rights are essential pillars of its identity. One such fundamental right is the freedom of religion, 

which encompasses the right to practice and manifest one's faith without discrimination or 

hindrance. For the Muslim community in Canada, the availability of Islamic finance options at 

major Canadian banks represents a crucial human right, ensuring that individuals can fully 

participate in the country's financial system while adhering to their religious beliefs. For 

Muslims living in Canada, having access to financial services that align with their values is 

essential to maintaining a harmonious balance between their economic activities and religious 

obligations. Ensuring the availability of Islamic finance options at major Canadian banks is 

pivotal for promoting financial inclusivity among Muslims. This is why it is imperative that the 

government of Canada and major banks develop a proper understanding of why Islamic finance 

is a human right and its significance as a missing piece of Canadian society. 

By providing products and services that comply with Shariah principles, banks extend a 

welcoming hand to a substantial segment of the population that might otherwise face barriers to 

participation in the mainstream financial system due to their religious convictions. It also plays a 
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vital role in promoting a welcoming enviornment to many new Muslim immigrants. This 

inclusivity facilitates economic empowerment, enhances financial literacy, and promotes a sense 

of belonging within the broader Canadian society.  

Canada prides itself on being a nation that celebrates cultural diversity and respects different 

belief systems. The provision of Islamic finance options is a testament to this commitment, as it 

acknowledges and accommodates the specific needs of the Muslim community. It demonstrates a 

willingness to embrace and learn from diverse perspectives, creating an environment where 

religious rights are protected and cultural sensitivities are valued. This not only enhances social 

cohesion but also contributes to the country's reputation as a beacon of tolerance and 

understanding. 

Islamic finance emphasizes the principle of equity and fairness in economic transactions. By 

offering Islamic financial products and services, major Canadian banks contribute to a more just 

and ethical financial landscape. Muslims can engage in financial activities that avoid 

conventional financial exploitative practices, contributing to a system where wealth distribution 

is more equitable and aligned with the broader goals of social justice. This approach resonates 

with Canadian values of inclusivity and equality and reinforces the country's commitment to 

upholding the human rights of all its residents. Islamic finance is a neccessity for Muslim 

Canadians to fulfill their various financial needs. As earlier mentioend in the study, most 

conventional banking products are considered inpermissble and etablishing Islamic finance 

alternatives can provide alternatives for Muslim Canadians. This would make a very positive 

impact in their lives and support them in achieving their financial goals as a group. This means 

that more Muslim Canadians will have access to financing for their homes, vehicles, businesses, 

and startups. They will also be able to better access compliant financial products to protect and 

build their wealth. 
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In conclusion, the availability of Islamic finance options at major Canadian banks is undeniably 

a human right for Muslims living in Canada. This provision safeguards religious freedom, fosters 

financial inclusivity, and showcases Canada’s dedication to respecting cultural diversity and 

promoting social justice. By recognizing and accommodating the specific needs of the Muslim 

community, Canadian banks contribute to a society that values and upholds the rights of all its 

citizens, regardless of their faith or background. As Canada continues to embrace its 

multicultural identity, the inclusion of Islamic finance options stands as a testament to the 

nation’s commitment to creating an inclusive and harmonious future for all. 

5.1.2 Parternships with International Islamic Finance Insitutions 

The global financial landscape is rapidly evolving, with increasing demand for diverse and 

ethical financial products. Major Canadian banks have a unique opportunity to enhance their 

Islamic finance offerings by forging strategic partnerships with Islamic banks abroad. Islamic 

banking institutions in countries with well-established Islamic finance markets, such as 

Malaysia, the United Arab Emirates, and Saudi Arabia, possess a wealth of experience and 

expertise in developing and offering Sharia-compliant financial products. Collaborating with 

these institutions would grant Canadian banks access to invaluable insights, best practices, and 

innovative approaches, enabling them to refine their existing offerings and introduce new 

products that cater more effectively to the needs of the Muslim community in Canada. 

By entering into international partnerships, major Canadian banks can diversify their Islamic 

finance product portfolio. The global Islamic finance market offers a rich array of products, 

including sukuk), Islamic mutual funds, and commercial financing. These offerings can provide 

Canadian banks with a competitive edge and expand their customer base, attracting both 

domestic and international clientele seeking ethical and religiously aligned financial solutions. 

Developing partnerships with established Islamic banks abroad can facilitate entry into 

international markets for Canadian banks. As the demand for Islamic finance transcends national 
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borders, these collaborations can pave the way for increased market penetration and revenue 

generation. A presence in global Islamic finance hubs can also position Canadian banks as 

pioneers in promoting ethical financial practices on an international scale, enhancing their 

reputation and attracting socially conscious investors. 

Islamic finance is subject to specific regulatory and compliance requirements derived from 

Shariah principles. Collaborating with Islamic banks that operate within well-defined regulatory 

frameworks can assist Canadian banks in navigating these intricate guidelines. This partnership-

driven approach can streamline the development and delivery of Shariah-compliant products, 

ensuring adherence to both domestic and international standards. 

Forming international partnerships enables Canadian banks to tap into cultural nuances and 

preferences that are essential for tailoring their offerings to specific regions and communities. 

These partnerships can facilitate the design of customized products that resonate with the unique 

financial needs and cultural sensibilities of the Muslim population in Canada. This localized 

approach enhances customer satisfaction and loyalty. 

In conclusion, the development of international partnerships between major Canadian banks and 

Islamic banks abroad offers a multitude of advantages for both parties involved. Access to 

expertise, diversification of offerings, market penetration, regulatory compliance, and cultural 

sensitivity are among the compelling reasons why such collaborations can significantly bolster 

the Islamic finance offerings of Canadian banks. As the global demand for ethical and Shariah-

compliant financial products continues to rise, Canadian banks stand to benefit immensely from 

these partnerships, further solidifying their commitment to financial inclusivity, diversity, and 

responsible banking practices. 
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5.1.3 Collaboarating with Large Wealth Funds in Islamic Core Markets 

Canada's economic landscape is a dynamic and diverse one, with a growing need for capital to 

support various development projects, infrastructure investments, and business ventures. To 

expand its capital raising capabilities, Canada can strategically tap into the substantial wealth 

available within Islamic markets. This recommendation explores how Canada can benefit from 

such wealth funds located in Islamic markets and leverage their resources for mutual economic 

growth. 

To attract investments from Islamic markets, Canada should develop financial instruments that 

align with Islamic principles. The cornerstone of Islamic finance is adherence to Shariah law, 

which prohibits certain financial practices, such as interest-based transactions (riba) and 

investments in industries deemed non-compliant with Islamic ethics, such as alcohol or 

gambling. Canada can create sukuk (Islamic bonds) and other investment vehicles that comply 

with these principles, making them attractive to wealthy investors in Islamic markets. 

Clear and transparent regulatory frameworks are essential to attract investments from Islamic 

markets. Canada should work on creating a robust regulatory environment that ensures 

compliance with Islamic finance principles while also providing legal protection and recourse for 

investors. Regulatory clarity not only enhances investor confidence but also signals Canada's 

commitment to ethical and responsible finance. 

Canada can establish bilateral agreements with key players in Islamic finance, such as countries 

in the Gulf Cooperation Council (GCC) and Southeast Asia. These agreements can facilitate 

cross-border investments, financial partnerships, and cooperation on financial regulations. Such 

agreements can pave the way for Canadian entities to access funds in Islamic markets and vice 

versa. 
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Canada already has strong trade relationships with many countries that have significant Islamic 

wealth. Leveraging these relationships can open doors to discussions on financial collaborations. 

Diplomatic efforts can be directed toward showcasing Canada's commitment to ethical finance 

and the potential for mutually beneficial investments. 

Collaborating with established Islamic financial institutions is another strategic approach. These 

institutions have expertise in managing Shariah-compliant funds and can serve as intermediaries 

between Canada and wealthy investors in Islamic markets. Establishing partnerships with such 

institutions can expedite the flow of funds into Canadian projects and businesses. 

Canada should actively promote its investment opportunities to the wealthy funds in Islamic 

markets. This can include showcasing infrastructure, mega projects, green initiatives, technology 

startups, and other sectors that align with the preferences of Islamic investors. Highlighting the 

potential for both financial returns and ethical investments can be a persuasive strategy. 

Conducting educational outreach programs and seminars in Islamic markets can help raise 

awareness about Canada's commitment to Islamic finance. These programs can explain the 

compatibility of Canadian financial products with Islamic principles and provide insights into the 

regulatory environment. Education is a key step in building trust and interest among potential 

investors. 

Canada's own Muslim community can play a significant role in connecting with wealthy 

individuals and institutions in Islamic markets. Engaging with local Muslim leaders, 

organizations, and entrepreneurs can help facilitate introductions and partnerships. 

In conclusion, Canada has a unique opportunity to harness the wealth located in Islamic markets 

to increase its capital raising capabilities. By creating Shariah-compliant financial instruments, 

ensuring regulatory clarity, establishing bilateral agreements, leveraging existing trade 

relationships, collaborating with Islamic financial institutions, showcasing investment 



101 

 

opportunities, conducting educational outreach, and engaging the Canadian Muslim community, 

Canada can position itself as an attractive destination for ethical investments from Islamic 

markets. This not only benefits Canada's economic growth but also promotes international 

financial cooperation and reinforces the nation's commitment to ethical and responsible finance. 

5.1.4 Collaboration Among Major Canadian Banks 

In an era of rapid globalization and increasing diversity, the financial services industry faces a 

unique opportunity to cater to the needs of various communities. For Muslims in Canada seeking 

Shariah-compliant financial solutions, major Canadian banks can play a transformative role by 

collaborating among themselves to offer Islamic finance products. Collaboration among major 

Canadian banks to offer Islamic finance products presents a powerful means of tapping into an 

underserved market segment. The Muslim community, a significant and growing demographic in 

Canada, seeks financial products aligned with their religious principles. By working together, 

banks can effectively pool their resources and expertise to develop a comprehensive range of 

Shariah-compliant offerings that address the diverse financial needs of this community. Such 

collaboration would allow banks to collectively reach a wider audience, enhancing their market 

share and revenue potential. Pooling resources for the development and implementation of 

Islamic finance products allows major Canadian banks to share knowledge and best practices. 

Each bank's unique strengths and insights can contribute to the creation of innovative and 

effective solutions. Collaborative efforts foster an environment of learning and continuous 

improvement, ultimately benefiting not only the banks involved but also the broader financial 

ecosystem. 

Developing and launching Islamic finance products often involves navigating intricate Shariah 

principles and regulatory compliance. Collaboration among major Canadian banks can lead to 

the establishment of standardized guidelines and practices, reducing the risk of Shariah non-

compliance. By sharing experiences and lessons learned, banks can collectively address potential 
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challenges and streamline the product development process, ensuring a smooth and consistent 

rollout of Shariah-compliant offerings. 

A collaborative approach to Islamic finance demonstrates the commitment of major Canadian 

banks to the financial well-being of the Muslim community. Such coorindated efforts showcase a 

dedication to cultural inclusivity, religious sensitivity, and ethical banking practices. This, in 

turn, enhances consumer confidence among Muslims, fostering stronger relationships between 

banks and their clients. The sense of trust and respect generated by collaborative initiatives can 

contribute to greater client loyalty and long-term sustainability. It also aligns with broader social 

responsibility objectives. By catering to the needs of an underserved community, banks 

contribute to a more inclusive and equitable financial system. This commitment resonates with 

Canadian values of diversity, respect, and inclusivity, positioning the banking sector as a 

proactive participant in building a more socially just society. 

In conclusion, collaboration among major Canadian banks to offer Islamic finance products 

represents a pivotal step toward fostering financial inclusivity and creating a more 

accommodating financial landscape for all Canadians. Through shared knowledge, risk 

mitigation, enhanced client confidence, and the promotion of social responsibility, these 

collaborative efforts can reshape the financial services industry and contribute to a more 

harmonious and prosperous society. By working together to provide Shariah-compliant solutions, 

major Canadian banks demonstrate their dedication to meeting the diverse needs of their 

customers, while simultaneously strengthening their own position in the competitive market. 

5.1.5 Advisory Framework for Islamic Finance 

As major Canadian banks strive to cater to the diverse financial needs of their customers, the 

provision of Islamic finance products presents a significant opportunity to promote financial 

inclusivity and cultural sensitivity. Enhancing the advisory framework for Islamic finance is not 

only a strategic move but also an ethical imperative. Canadian banks should prioritize the 
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enhancement of their advisory framework when offering Islamic finance products, underscoring 

the importance of informed decision-making, customer satisfaction, and responsible financial 

guidance. 

The successful implementation of Islamic finance products hinges on a deep understanding of 

Shariah principles and their application in financial transactions. By enhancing their advisory 

framework, major Canadian banks can ensure that their advisors possess the necessary cultural 

competence and sensitivity to guide clients through the intricacies of Islamic finance. Advisors 

well-versed in Shariah-compliance can address client concerns, answer questions, and provide 

accurate information, thereby fostering a trusting relationship built on mutual respect and 

understanding. 

A robust advisory framework empowers clients to make informed decisions aligned with their 

financial goals and religious beliefs. Offering Islamic finance products requires not only 

explaining the specific features and benefits of these products but also highlighting how they 

comply with Shariah principles. A well-developed advisory framework equips advisors to 

communicate these complex concepts clearly and concisely, enabling clients to confidently 

navigate their financial choices and select products that resonate with their values. 

Enhancing the advisory framework for Islamic finance enables major Canadian banks to offer 

tailored financial planning solutions. Advisors who are well-versed in Shariah-compliant 

strategies can collaborate with clients to develop personalized financial plans that align with their 

long-term personal goals while adhering to their religious principles. Such goals could include 

saving up for Hajj (Islamic pilgrimage to Mecca), and calculating Zakat (mandatory Islamic 

donation) among others. This customized approach enhances the client-advisor relationship and 

ensures that financial planning is both effective and culturally sensitive. 

Islamic finance products often involve unique risk-sharing mechanisms and structures that differ 

from conventional financial instruments. A comprehensive advisory framework equips advisors 
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to accurately assess and communicate these risks to clients, ensuring that they are fully aware of 

the potential implications of their financial decisions. Additionally, a robust advisory framework 

promotes ethical guidance, helping clients navigate financial choices that align with their values 

while minimizing exposure to unacceptable risk. 

Major Canadian banks that prioritize enhancing their advisory framework for Islamic finance 

demonstrate their commitment to providing quality service to diverse communities. This 

commitment can help these banks differentiate themselves in the market, attracting a wider 

customer base and building a reputation for inclusivity and cultural sensitivity. By offering 

comprehensive and well-informed advisory services, banks can position themselves as trusted 

partners in their clients' financial journeys. 

In conclusion, the enhancement of the advisory framework for Islamic finance is a critical 

endeavor for major Canadian banks aiming to provide comprehensive and culturally sensitive 

financial services. By equipping advisors with the knowledge, cultural competence, and ethical 

guidance necessary to support clients seeking Shariah-compliant solutions, banks can foster 

informed decision-making, build trust, and contribute to the financial empowerment of diverse 

communities. Ultimately, a robust advisory framework not only benefits clients but also 

strengthens the banks' market position and reputation, reaffirming their commitment to 

responsible and inclusive banking practices. 

5.1.6 Targeted Marketing to Muslim Canadian Communities 

Major Canadian banks need to identify and segment their potential Muslim client base within 

their communities. Tailored marketing campaigns focusing on the values of ethical banking, risk-

sharing, and social responsibility will attract interest and create a positive association with 

Islamic finance. Canadian Muslim demographics as mentioned previous are generally centralized 

in Canada’s main and largest cities. This emphasizes the importance of marketing Islamic 

finance more intensively to areas that are more concentrated than others. This will require 
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marketing that is also specific and relevant to Muslim Canadians. Banks will need to leverage 

demographic concentration with relevant marketing methods. For example, banks in 

concentrated Muslim areas should develop marketing posters in their branches that illustrate 

Muslim families achieving their goals, such as purchasing a new home, vehicle, or retiring 

through their market investments. Street advertising can also be implemented in concentrated 

areas including the traditional billboard, buses, stops, seats and so forth. Physical advertising is 

an important aspect in concentrated Muslim areas where they can see such products being 

marketed by their favorite major Canadian banks.  

Online advertising is an aspect that can be also leveraged greatly. This is done through using 

various platforms such as social media, email, video, display, search, mobile and others. Such 

strategies would be effective as marketing of Islamic finance products can be done directly to 

potential clients who generally consumer Islamic content online. A workable digital presence is 

also crucial for marketing Islamic finance products effectively. Banks should invest in user-

friendly web pages and optimize their online banking that provide comprehensive information 

about their Islamic financial offerings and enable convenient access to these services.  

Community engagement is probably one of the most important points in marketing to the 

Muslim community in Canada. Banks will need to build relationships with local Muslim 

communities and organizations. This is importance so that they can effectively market their 

Islamic finance, educate, and further learn about their client needs. Furthermore, face-to-face 

marketing can be effective if banks actively work with Mosques and Islamic Centers in 

sponsoring events and engaging in philanthropic activities that will also enhance the bank's 

reputation and credibility within these communities. Examples can include sponsoring Ramadan 

Iftars, having activity booths during Eid festivals and hosting talks or workshops about Islamic 

finance. Such strategies can also be enhanced if banks created a designated team of Muslim 

client relations specialists that can mix in with the various Muslim communities seamlessly 

across Canada. It just sounds better when Islamic financial advising comes from another Muslim 
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finance specialist that may also be able to speak some of the dominant languages in the 

community such as Arabic, Urdu, Farsi and so on. 

 

5.2 Implications 

This chapter will delve into the multifaceted implications of adopting Islamic finance in the 

Canadian financial landscape. These implications, while promising, also give rise to several 

barriers that necessitate careful consideration and strategic solutions. The primary focus is on 

enhancing the capacity of major banks to offer comprehensive Islamic finance options, 

understanding the intricacies and challenges that lie ahead. 

5.2.1 Bias Towards Shariah 

In the Western world, there could exist a prevalent bias towards Islamic finance, primarily 

shaped by cultural misunderstandings and stereotypes. There may be occurances where 

individuals in Canada may associate Islam with negative perceptions, leading to a reluctance to 

explore the principles and benefits of Islamic finance. This bias often stems from misconceptions 

about Shariah law and the assumption that it imposes strict limitations on financial practices. 

However, it is essential to recognize that Islamic finance is a dynamic and rapidly growing 

sector, offering ethical and inclusive financial solutions that resonate with many individuals 

worldwide. Challenging these biases requires fostering intercultural dialogue and promoting a 

deeper understanding of the principles and values that underpin Islamic finance, enabling a more 

inclusive and informed global financial landscape. 

5.2.2 Failing to Compy with Shariah Principels 

Failing to comply with Shariah principles poses significant risks to a bank operating in the realm 

of Islamic finance. As a system guided by ethical and religious principles, Shariah-compliance is 
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the cornerstone of Islamic banking and finance. Non-compliance could lead to severe 

consequences, ranging from reputational damage to financial losses and potential legal 

implications. Islamic scholars play a critical role in ensuring that financial products and services 

adhere to Shariah law, and any failure to comply could result in the loss of credibility and trust 

among customers and stakeholders. Moreover, regulatory authorities in countries with significant 

Islamic finance industries closely monitor compliance, and penalties for violations can be severe. 

Therefore, banks operating in this sector must exercise utmost diligence, transparency, and 

commitment to ensuring Shariah0compliance to maintain a sustainable and reputable position in 

the market. Another important factor in this discussion is the importance of training. Banks as 

well as agencies should look to develop systems in place to accelerate training of people to 

maitain such a proposed Islamic financial products. This will require programs, courses, 

certifiactes and willing individuals to gain knowledge in various areas of expertise such as 

finance, accounting, law, compliance, Shariah law and so forth. Failing to do so can cause issues 

in the industry’s operability, that could result in various bottlenecks and challenges. 

5.2.3 Ineffective Marketing 

Failing to market Islamic finance effectively to Muslim Canadians can result in missed 

opportunities for both financial institutions and the community. The Muslim population in 

Canada constitutes a substantial market segment with specific needs and preferences aligned 

with their faith. Neglecting to tailor marketing efforts to cater to these unique requirements may 

lead to a lack of awareness about Islamic financial products and services among potential 

customers. Consequently, financial institutions might not attempt this untapped market and could 

lose out on valuable clientele. Effective marketing strategies, incorporating culturally sensitive 

messaging and communication channels, are crucial for engaging with Muslim Canadians and 

building trust in Islamic finance. Emphasizing the ethical and Shariah-compliant aspects of these 

offerings, along with educational initiatives, can help bridge the gap and ensure that Muslim 

Canadians feel recognized and served by the financial sector. By doing so, financial institutions 
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can establish meaningful connections, cultivate a loyal customer base, and contribute to the 

financial well-being of the Muslim community in Canada. 

5.2.4 Governmental and Beaurraractic Challenges  

Politicians and government agencies can pose unique challenges when it comes to the adoption 

of Islamic finance in Canada. The political landscape often involves multiple stakeholders with 

diverse interests, and some politicians may lack familiarity with Islamic finance concepts or 

perceive it as a niche area with limited electoral appeal. They could even face pressures from 

their constituents due to their bias towards Shariah-complaince. As a result, gaining political 

support and funding for initiatives related to Islamic finance may be challenging. Additionally, 

bureaucratic processes can be slow-moving and complex, leading to delays in implementing 

changes to regulations or policies required to accommodate Islamic finance practices. Moreover, 

competing priorities within government agencies could lead to limited resources and attention 

being allocated to the development of Islamic finance initiatives. To overcome these challenges, 

proponents of Islamic finance will need to engage in extensive advocacy efforts, form alliances 

with supportive policymakers, and present robust data and case studies demonstrating the 

potential economic and social benefits of embracing Islamic finance in Canada. Building trust 

and understanding between the Islamic finance industry and politicians/government agencies will 

be crucial to navigate these challenges successfully and pave the way for the growth of Islamic 

finance in the country. 

5.2.5 Slow Adoption  

The slow adoption or success of Islamic finance provided by major banks in Canada carries 

several risks for both the financial institutions and the Muslim community. First and foremost, 

the lack of timely integration of Islamic finance offerings by major banks may result in missed 

opportunities to tap into the sizable Muslim population in Canada seeking Shariah-compliant 

financial services. This delay could allow smaller niche players to gain a foothold in the market, 
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potentially leading to increased competition for the major banks once they eventually enter the 

Islamic finance space. Moreover, slow adoption might cause disillusionment among the Muslim 

community, as they may perceive a lack of genuine commitment from mainstream financial 

institutions to cater to their unique needs and values. As a consequence, these potential 

customers might seek alternatives from specialized Islamic finance providers, further eroding the 

major banks' market share in this segment. To mitigate these risks, major banks must prioritize 

the development and promotion of Islamic finance products, invest in educating their staff about 

the intricacies of these offerings, and actively engage with the Muslim community to build trust 

and demonstrate their dedication to meeting their financial requirements. By doing so, major 

banks can position themselves as inclusive and responsive financial institutions, capturing the 

opportunities that the Islamic finance market in Canada has to offer. 

5.3 Future Research 

This chapter will explore potential avenues for future research endeavors that could significantly 

contribute to the adoption of Islamic finance in Canada. These research areas have the potential 

to illuminate complex concepts, foster industry development, and address pivotal questions and 

intricate details. 

5.3.1 The Human Rights Argument for Islamic Finance 

Research on the human rights argument for Muslim Canadians to have access to Islamic finance 

in Canada would also shed light on the potential alleviation of financial pressures faced by this 

community. By offering access to compliant loans, investments, and financial products aligned 

with Islamic principles, Muslim Canadians would be empowered to manage their finances in 

accordance with their faith values. Moreover, research could explore how Islamic finance's focus 

on risk-sharing and ethical investments can provide greater financial stability and resilience for 

Muslim Canadians, especially during economic downturns. The study could also analyze the 

potential socio-economic benefits of increased financial inclusion, such as enhanced 
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entrepreneurship and investment in the Muslim community. Ultimately, understanding how 

Islamic finance addresses the unique financial needs of Muslim Canadians can inform 

policymakers, financial institutions, and advocates on the importance of promoting equitable 

access to Shariah-compliant financial services to enhance the well-being and prosperity of 

Canadians. 

5.3.2 How Canada can Support the Adoption of Islamic Finance 

Future research on the methods the government and its agencies can support the adoption of 

Islamic finance in Canada could yield valuable insights for policymakers and financial 

institutions seeking to foster a more inclusive and diverse financial landscape. Researchers could 

conduct a comprehensive analysis of successful models from other countries that have 

effectively integrated Islamic finance into their financial systems, identifying best practices and 

potential challenges to overcome. Furthermore, empirical studies could investigate the 

perceptions and attitudes of key stakeholders, including policymakers, regulators, and industry 

leaders, towards Islamic finance, pinpointing any barriers or misconceptions that hinder its 

adoption. A comparative study of existing regulations and policies related to Islamic finance in 

various provinces could also identify gaps and opportunities for standardization and 

harmonization. Research could assess the impact of tax incentives or financial support provided 

by the government to encourage the development of Islamic finance products and institutions. 

Moreover, a focus on public awareness and educational campaigns could provide valuable 

insights into designing targeted initiatives to enhance the understanding of Islamic finance 

among both the general public and Muslim communities. Ultimately, future research in this 

domain could inform evidence-based strategies and policy recommendations to accelerate the 

integration of Islamic finance in Canada, ensuring broader financial inclusion and empowering 

diverse populations to access Shariah-compliant financial services. 
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5.3.3 Islamic Finance in the Canadian Legal Framework  

Future research on Canada's legal framework considerations for its major banks to adopt Islamic 

financial products is essential for fostering the growth of Islamic finance in the country. 

Researchers could conduct a comprehensive analysis of existing financial regulations and laws to 

identify potential obstacles and opportunities for integrating Shariah-compliant products into 

mainstream banking operations. Understanding how current laws address issues such as profit-

sharing agreements, risk-sharing mechanisms, and the treatment of interest would be crucial in 

developing a more inclusive legal framework. Comparative studies of legal frameworks in 

countries that have successfully incorporated Islamic finance could offer valuable insights into 

best practices and lessons learned. Moreover, empirical research could explore the perspectives 

of major banks, legal experts, regulators, and policymakers to gauge their readiness to 

accommodate Islamic financial products and identify any concerns or areas of resistance. 

Recommendations for legal amendments or new regulatory measures that align with Shariah 

principles could be developed based on this research, aimed at providing a clear and supportive 

environment for major banks to offer Islamic financial products. By addressing legal 

considerations proactively, researchers can play a pivotal role in shaping a robust and 

accommodating legal framework, ensuring the growth and accessibility of Islamic finance within 

Canada's financial system. 

5.3.4 Islamic Finance in the Canadian Tax Framework  

Future research on the impact and tax framework considerations on major banks offering Islamic 

finance in Canada is crucial for understanding the potential benefits and challenges associated 

with integrating Shariah-compliant financial products within the existing tax system. Researchers 

could conduct comprehensive studies to assess how the adoption of Islamic finance impacts 

major banks' financial performance, market competitiveness, and customer base. An in-depth 

analysis of the tax implications of various Islamic finance structures, such as murabaha, ijarah, 
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and sukuk, compared to conventional financial products, would provide valuable insights for 

policymakers and tax authorities. Furthermore, empirical research could investigate the 

experiences of other insititutions that have already embraced Islamic finance, exploring how the 

tax framework influenced their decision-making and operations. Comparative studies with other 

jurisdictions that have adapted their tax systems to accommodate Islamic finance could offer 

valuable lessons for Canada. Recommendations for tax reforms or incentives that encourage 

major banks to offer Islamic financial products could be developed based on this research, 

fostering an environment conducive to the growth of Islamic finance in the country while 

ensuring fair treatment within the tax system. Overall, future research in this domain would play 

a pivotal role in shaping a tax framework that promotes financial inclusion and enables major 

banks to effectively embrace Islamic finance as part of their offerings in Canada. 

5.3.5 Developing and Maintaining Islamic Finance Compliance in Canada  

Future research on how major Canadian banks can successfully comply their Islamic finance 

with proper Shariah-compliance is crucial for ensuring the integrity and authenticity of Shariah-

compliant financial products and services. Researchers can conduct in-depth analyses of the 

Shariah principles and guidelines that govern Islamic finance to develop a comprehensive 

understanding of their application in the Canadian context. Empirical studies could assess the 

challenges and opportunities faced by major banks in aligning their operations with Shariah 

requirements, including the engagement of Shariah scholars and the establishment of Shariah 

boards to oversee product development and compliance. Comparative research with banks in 

other countries known for their strong adherence to Shariah principles could offer valuable 

insights into effective practices. Additionally, exploring the perspectives of Muslim customers 

and their expectations regarding Shariah compliance would be crucial in ensuring that banks 

address their specific needs and preferences. Recommendations could be made for establishing 

robust internal control mechanisms, ensuring transparency in product structures, and providing 

ongoing training for staff on Shariah-compliance. Overall, future research on this topic would 
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equip major Canadian banks with the knowledge and tools to navigate the complexities of 

Shariah-compliance successfully, enhancing their credibility and trust among Muslim customers 

and positioning them as leading providers of ethical and inclusive financial services in the 

Islamic finance domain. 

5.3.6 Effective Marketing of Islamic Finance in Canada 

Future research on the effective marketing of major banks' Islamic finance products to the 

Canadian Muslim community holds significant promise in promoting financial inclusivity and 

meeting the unique needs of this demographic. Researchers can conduct in-depth studies to 

understand the preferences, aspirations, and financial goals of Muslim customers in Canada, 

enabling major banks to tailor their marketing strategies accordingly. Exploring the role of 

cultural sensitivity and inclusivity in marketing messages could offer valuable insights into 

fostering a sense of trust and connection with the target audience. Moreover, empirical research 

could investigate the most effective communication channels and platforms for reaching the 

Muslim community, considering the role of digital and social media in engaging potential 

customers. Comparative studies with banks or financial institutions that have successfully 

marketed Islamic finance to diverse communities could provide practical examples and best 

practices. Recommendations could be developed for the design of educational campaigns to 

enhance awareness about Islamic finance and its benefits among the Canadian Muslim 

community. Additionally, evaluating the impact of marketing efforts on customer acquisition and 

retention would enable banks to refine their strategies continuously. Ultimately, future research 

on this topic can empower major banks to build meaningful relationships with the Canadian 

Muslim community, positioning themselves as trusted partners in their financial journey and 

contributing to the broader goal of financial inclusion and prosperity for all. 
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5.3.7 Developing International Partnerships for Islamic Finance Products 

Future research on how major Canadian banks can leverage strategic international partnerships to 

successfully offer Islamic financial products in Canada is essential for expanding the reach and 

depth of Shariah-compliant services in the country. Researchers can conduct case studies and 

comparative analyses of successful collaborations between Canadian banks and established 

Islamic finance institutions in other countries, identifying key factors that contributed to their 

success. Exploring regulatory considerations and cross-border challenges that arise from such 

partnerships would also be crucial in navigating legal complexities. Empirical research could 

investigate the perspectives of key stakeholders, including regulators, policymakers, and industry 

experts, to understand their views on the benefits and risks associated with international 

partnerships in Islamic finance. Recommendations could be developed for identifying potential 

partner institutions, assessing their compatibility with Canadian banks, and establishing effective 

governance structures to ensure the alignment of business objectives and adherence to Shariah 

principles. Moreover, research could explore how these partnerships can facilitate knowledge 

transfer and talent development in Islamic finance, empowering Canadian banks to build internal 

expertise and enhance product innovation. Ultimately, future research in this domain can guide 

major Canadian banks in making informed decisions about strategic international partnerships, 

enabling them to broaden their offerings and enhance their competitive advantage in the growing 

market of Islamic finance in Canada. 

5.3.8 The Benefits of Islamic Finance Adoption for the Canadian Economy 

Future research on how Islamic finance would benefit Canada's financial system and overall 

economic growth can yield valuable insights to policymakers, regulators, and financial 

institutions. Researchers could conduct comprehensive studies to quantify the potential economic 

impact of integrating Islamic finance into the country's financial system. By analyzing the 

experiences of other countries that have successfully embraced Islamic finance, researchers can 
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identify the specific areas where Canada's financial system could benefit, such as increased 

financial inclusion, access to new funding sources, and diversification of investment 

opportunities. Empirical research could also investigate how Islamic finance principles align 

with sustainable and ethical investment practices, contributing to a more resilient and responsible 

financial sector. Recommendations could be developed for creating a supportive regulatory 

environment that fosters the growth of Islamic finance, including tax incentives, capacity 

building initiatives, and public-private partnerships. Moreover, researchers could explore the 

impact of Islamic finance on economic sectors like housing, infrastructure, and small and 

medium-sized enterprises, identifying potential areas for catalyzing economic growth. 

Ultimately, future research in this domain can equip policymakers with evidence-based insights 

to develop strategies that leverage the potential benefits of Islamic finance, enhancing the 

stability and vibrancy of Canada's financial system and contributing to overall economic growth 

and prosperity. 

5.3.9 Effectively Issuing Sukuk in Canada and its Economic Benefits 

As the integration of sukuk into Canada's financial landscape gains momentum, future research 

in this area holds significant promise. This section outlines potential avenues for further 

investigation and analysis related to effectively issuing sukuk in Canada and the economic 

benefits it can bring to the nation. Future research should delve deeper into the development and 

refinement of regulatory frameworks governing sukuk issuance in Canada. This includes 

exploring how Canadian financial authorities adapt existing regulations to accommodate 

Shariah-compliant financial instruments effectively. Additionally, research can focus on ensuring 

that sukuk structures adhere to international best practices, thereby enhancing investor 

confidence and attracting foreign capital. Understanding market demand and investor perception 

is critical for the success of sukuk issuance in Canada. Research can explore the preferences and 

attitudes of both domestic and international investors towards sukuk as an investment option. 

Analyzing factors that influence investor decisions, such as risk appetite and yield expectations, 
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can provide valuable insights into tailoring sukuk offerings to meet market demands. Future 

studies should conduct comprehensive economic impact assessments to quantify the benefits of 

sukuk issuance in Canada. This includes analyzing the contribution of sukuk to economic 

growth, employment generation, and infrastructure development. Assessing the impact on key 

economic indicators, such as GDP growth and foreign direct investment (FDI), can help 

policymakers make informed decisions. Comparative studies between sukuk and conventional 

financial instruments can shed light on the advantages and disadvantages of each. Research can 

explore how sukuk issuance stacks up against traditional bonds in terms of cost-efficiency, risk 

management, and long-term sustainability. Such analyses can guide investors and issuers in 

making informed financial decisions. Research can focus on identifying specific sectors within 

Canada that stand to benefit most from sukuk financing. Whether it is infrastructure 

development, renewable energy projects, or affordable housing, investigating the potential of 

sukuk in different sectors can provide targeted insights for policymakers and project developers. 

Future research can explore the possibilities of international collaboration in sukuk issuance. 

Investigating cross-border sukuk offerings in partnership with other countries can expand 

Canada's access to global capital markets and strengthen its economic ties with partner nations. 

As sustainability and environmental, social, and governance (ESG) factors gain prominence in 

finance, research can explore how sukuk can align with these principles. Investigating how 

sukuk can fund sustainable and socially responsible projects can contribute to Canada's broader 

sustainability goals. Given the unique risk-sharing characteristics of sukuk, future research can 

delve into effective risk management and mitigation strategies. This includes evaluating the 

resilience of sukuk structures during economic downturns and proposing risk mitigation 

mechanisms to safeguard investor interests. Research can explore the social and cultural 

implications of sukuk issuance in Canada. Understanding how sukuk aligns with the values and 

expectations of diverse communities within the country can inform outreach and educational 

efforts to promote financial inclusion. Finally, research should assess the potential of sukuk 

issuance in enhancing Canada's long-term economic resilience. Investigating how sukuk can 
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contribute to financial stability and economic diversification can provide a comprehensive view 

of its role in Canada's economic landscape. 

5.4 Conclusion 

In conclusion, this research has shed light on the intricate relationship between Islamic teachings, 

financial management, and the challenges faced by the Canadian Muslim population, with 

implications that extend beyond individual financial choices to shape the broader economic 

landscape of Canada. The study has highlighted several critical dimensions of these challenges. 

First, the clash between Islamic principles and conventional financial products offered by major 

Canadian banks creates a significant ethical dilemma, limiting access to financial solutions that 

align with religious beliefs and hindering financial well-being and inclusion among Canadian 

Muslims. Second, Canadian Muslims encounter obstacles when seeking personal and 

commercial financing, as well as ethical investment and wealth management options. The 

evolving field of Islamic finance in Canada provides hope for addressing these hurdles. 

Additionally, the absence of specialized expertise and tailored solutions within major Canadian 

banks leaves Muslim clients underserved and at risk of marginalization, emphasizing the need to 

explore regulatory considerations and potential solutions in this regard. Lastly, Canada has a 

unique opportunity to bolster its economic position on the global stage through sukuk issuance 

and engagement with international Islamic capital markets, diversifying capital sources, 

strengthening bilateral relations, and establishing Canada as a hub for ethical and Islamic 

finance. Addressing these research problems requires a multifaceted approach involving 

regulatory reforms, industry initiatives, and collaboration among financial institutions, 

policymakers, and the Canadian Muslim community. By collectively bridging the gap between 

Islamic finance principles and conventional financial systems, Canada can champion ethical 

financial practices, stimulate economic growth, and fortify its global financial standing. 
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In conclusion, the recommendations outlined in this chapter provide a comprehensive roadmap 

for major Canadian banks to effectively introduce and promote Islamic finance within the 

Canadian financial landscape. Each recommendation targets specific aspects crucial to the 

adoption of Islamic finance and the empowerment of the Muslim community in Canada. 

Recognizing Islamic finance as a fundamental human right emphasizes the importance of 

providing financial services that respect the religious beliefs of Canadian Muslims, fostering 

financial inclusivity and underscoring Canada's commitment to diversity, respect, and social 

justice. Collaborating with established Islamic banks abroad offers access to expertise, product 

diversification, market penetration, and regulatory guidance, enabling Canadian banks to 

effectively tap into the global Islamic finance market. Leveraging the wealth available in Islamic 

markets can fuel Canada's economic growth through Shariah-compliant investment opportunities 

and diplomatic relations. Cooperation among banks in providing Islamic finance products 

enhances market reach, knowledge sharing, Shariah compliance, and client trust, showcasing a 

commitment to financial inclusivity and cultural sensitivity. Enhancing the advisory framework 

ensures that clients receive informed, culturally sensitive guidance in their financial decisions, 

empowering them to make choices aligned with their values and fostering trust and loyalty. 

Tailored marketing campaigns, both physical and digital, along with community engagement, are 

essential for reaching and serving the Muslim community effectively, building relationships, and 

understanding the unique needs of these communities. By implementing these recommendations, 

major Canadian banks can meet the financial needs of Canadian Muslims, position themselves as 

leaders in ethical and responsible banking, foster inclusivity, diversity, and social responsibility, 

and contribute to the growth and well-being of both the banks and the communities they serve. 

As Canada continues to embrace its multicultural identity, the adoption of Islamic finance stands 

as a testament to the nation's commitment to creating an inclusive and harmonious financial 

future for all. 
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