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Abstract: In recent years, Islamic finance has emerged as a significant 

alternative to conventional financial systems, driven by its ethical principles and risk-

sharing mechanisms. Rooted in Shariah law, Islamic finance prohibits interest-based 

transactions (riba), speculative activities (gharar), and investments in harmful 

industries, making it an attractive option for both Muslim and non-Muslim investors 

seeking ethical financial solutions. With assets exceeding a huge amont globally, 

Islamic finance is no longer confined to predominantly Muslim nations but has gained 

traction in global financial hubs such as London, Hong Kong, and New York. 

This article explores the rise of Islamic finance, its fundamental principles, 

key financial instruments, and the challenges and opportunities shaping its future in 

an increasingly digital and interconnected world. 

Key words: Islamic finance, Shariah, riba, gharar, sukuk, murabaha, 

mudarabah, takaful, fintech, ethical investments. 

Аннотация: В последние годы исламские финансы стали значительной 

альтернативой традиционным финансовым системам благодаря своим 

этическим принципам и механизмам распределения рисков. Основанные на 

нормах шариата, исламские финансы запрещают операции, основанные на 

процентах (риба), спекулятивную деятельность (гарар), а также инвестиции 
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в вредоносные отрасли. Это делает их привлекательными как для мусульман, 

так и для немусульман, ищущих этически ориентированные финансовые 

решения. С активами, превышающими значительные суммы по всему миру, 

исламские финансы больше не ограничены странами с преимущественно 

мусульманским населением, но также получили широкое признание в таких 

глобальных финансовых центрах, как Лондон, Гонконг и Нью-Йорк. 

Данная статья исследует рост исламских финансов, их основные принципы, 

ключевые финансовые инструменты, а также вызовы и возможности, 

формирующие их будущее в условиях цифровизации и глобальной 

взаимосвязанности. 

Ключевые слова: исламские финансы, шариат, риба, гарар, сукук, 

мурабаха, мудараба, такафул, финтех, этические инвестиции. 

 

Introduction 

Islamic finance is a financial system that operates in accordance with Islamic 

law, known as Shariah. Unlike conventional finance, which is largely based on 

interest and speculative transactions, Islamic finance follows ethical principles that 

promote fairness, transparency, and risk-sharing. The system has gained significant 

traction worldwide, with its assets exceeding $3 trillion globally, making it a major 

force in the modern financial landscape. 

At the heart of Islamic finance are key principles that differentiate it from 

conventional banking. One of the most fundamental concepts is Riba, which refers to 

the prohibition of interest. In Islamic finance, money cannot be treated as a 

commodity that generates profit on its own; instead, earnings must come from 

legitimate trade or investment in tangible assets. Another key principle is Gharar, 

which means excessive uncertainty or speculation in transactions. Islamic finance 

prohibits speculative activities, ensuring that all financial agreements are based on 

clear and transparent terms. Additionally, Haram (forbidden) industries, such as 

gambling, alcohol, and weapons, are strictly avoided in investment decisions. 
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Islamic finance is not limited to Muslim-majority countries; it has expanded 

into global financial centers such as London, Hong Kong, and New York, attracting 

investors from diverse backgrounds. The ethical nature of the system, along with its 

emphasis on shared risk and asset-backed transactions, makes it a sustainable and 

socially responsible alternative to conventional finance. 

This article explores the rise of Islamic finance, its core principles, major 

financial instruments, and the challenges and opportunities it faces in a rapidly 

evolving economic landscape. 

Islamic finance is guided by several key principles that set it apart from 

conventional financial systems. These principles ensure that all transactions comply 

with Shariah law while fostering ethical and sustainable economic practices. 

In conventional banking, interest is a fundamental component of financial 

transactions, whether in loans, deposits, or investments. However, in Islamic finance, 

charging or paying interest is strictly forbidden, as it is considered exploitative and 

unfair. Instead, Islamic banks operate on profit-and-loss sharing models, where 

earnings are derived from real economic activities rather than passive interest 

accumulation. 

Islamic finance promotes the concept of risk-sharing between financial 

institutions and their clients. Transactions are structured to ensure that both parties 

share the risks and rewards of an investment. Instruments such as Mudarabah (profit-

sharing agreements) and Musharakah (joint ventures) are commonly used to achieve 

this objective. Unlike conventional banking, where banks profit regardless of the 

borrower’s success or failure, Islamic banks only earn profits if the investments 

generate positive returns. 

Islamic finance requires that all transactions be linked to tangible assets or 

services. This principle ensures that money is not created out of thin air, reducing the 

risks of financial bubbles and economic instability. Contracts such as Murabaha 

(cost-plus financing) and Ijara (leasing agreements) are structured to involve actual 

goods and services rather than speculative financial instruments. 
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Investments in industries that are considered harmful or unethical under 

Islamic law—such as gambling, alcohol, tobacco, and arms manufacturing—are 

strictly prohibited. This makes Islamic finance appealing not only to Muslim investors 

but also to individuals and institutions seeking ethical investment opportunities. 

Islamic finance has experienced rapid growth over the past few decades, 

driven by increasing demand from both Muslim and non-Muslim investors. The 

industry has expanded beyond the Middle East, establishing strong footholds in 

Southeast Asia, Africa, and Western financial hubs. Several factors have contributed 

to this expansion: 

Consumers and investors worldwide are becoming more conscious of where 

their money is going. The rise of ethical investing, environmental, social, and 

governance (ESG) considerations, and sustainable finance has made Islamic financial 

products more attractive to a broader audience. 

Many governments, particularly in Muslim-majority countries, have actively 

promoted Islamic finance through regulatory frameworks, tax incentives, and the 

establishment of Shariah-compliant financial institutions. Countries such as Malaysia, 

the UAE, and Saudi Arabia have become leading hubs for Islamic finance, while non-

Muslim countries like the UK and Japan have also introduced policies to 

accommodate Islamic financial products. 

The emergence of financial technology (Fintech) has significantly 

contributed to the growth of Islamic finance. Digital banking platforms, blockchain 

technology, and artificial intelligence have enabled more efficient and transparent 

Shariah-compliant financial services. Islamic fintech startups are providing 

innovative solutions in areas such as peer-to-peer lending, crowdfunding, and digital 

Sukuk (Islamic bonds). 

Islamic finance offers a range of financial instruments that adhere to Shariah 

principles while serving various economic needs. Some of the most widely used 

instruments include: 

Unlike conventional bonds that generate fixed interest, Sukuk represent 

ownership in a tangible asset or investment. Sukuk holders receive returns generated 
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by the asset, ensuring compliance with Shariah principles. These instruments have 

gained widespread acceptance globally, with governments and corporations issuing 

Sukuk to fund infrastructure and development projects. 

Murabaha is a common mode of Islamic financing where a financial 

institution purchases an asset and sells it to the customer at a predetermined profit 

margin. This structure ensures transparency and prevents uncertainty, making it a 

popular alternative to conventional loans.  

In a Mudarabah contract, one party provides capital while the other manages 

the business venture. Profits are shared based on a pre-agreed ratio, but losses are 

borne solely by the capital provider. This encourages responsible financial 

management and aligns incentives between investors and entrepreneurs. 

Takaful is an alternative to conventional insurance that operates on the 

principle of mutual cooperation. Participants contribute to a pooled fund, which is 

used to support members in case of financial loss. This system eliminates uncertainty 

and excessive risk, ensuring compliance with Islamic finance principles. Challenges 

and Opportunities in Islamic Finance Despite its impressive growth, Islamic 

finance faces several challenges that could impact its future development.  

The lack of globally uniform regulatory standards for Islamic finance poses 

challenges for cross-border transactions. Different countries have varying 

interpretations of Shariah compliance, leading to inconsistencies in financial 

practices. Greater efforts are needed to establish internationally recognized standards 

to enhance transparency and trust in the industry. 

Islamic financial institutions must compete with well-established 

conventional banks that offer extensive services and products. To remain competitive, 

Islamic banks need to innovate and expand their offerings while maintaining 

compliance with Shariah principles. 

The rise of digital banking, blockchain, and artificial intelligence presents 

both challenges and opportunities for Islamic finance. Embracing fintech solutions 

can enhance efficiency, reduce costs, and attract a new generation of tech-savvy 

investors. 
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Islamic finance continues to gain momentum as a viable alternative to 

conventional financial systems. Its ethical foundation, risk-sharing principles, and 

asset-backed transactions make it a sustainable and attractive option for global 

investors. 

 

The rise of islamic finance all over the world (2010-2024) 

Uzbekistan is witnessing a significant shift toward adopting Islamic finance, 

driven by both regulatory reforms and growing public demand. As part of the 

country’s national development strategy, Uzbekistan – 2030, there is a clear 

commitment to introduce Islamic financing mechanisms in at least three commercial 

banks and to create a robust legislative base for its operation. 

 

Figure 1: Development of islamic finance  
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By 2022, Uzbekistan established strategic partnerships with major 

international Islamic finance institutions, including the Islamic Corporation for the 

Development of the Private Sector (ICD) and the Islamic Research and Training 

Institute (IRTI). These collaborations brought crucial expertise to develop the local 

Islamic finance framework.   

The sector saw technological advancement in 2024 with the launch of Islamic 

fintech startups and digital banking platforms adhering to Sharia principles. This 

demonstrated Uzbekistan's commitment to modernizing its financial services while 

maintaining religious compliance.   

Most recently in 2025, the government announced plans for sovereign sukuk 

issuance and broader market development. This strategic move positions Uzbekistan 

to attract Islamic investments and strengthen its position in the global Islamic finance 

ecosystem.   

In May 2024, the ex-Deputy Chairman of the Central Bank, Behzod 

Hamroyev, announced that a draft law on Islamic finance has been prepared and will 

be submitted to the Parliament by the end of the year. According to him, the new 

legislation will require amendments to several existing laws, including those 

regulating collateral, banking, and the judiciary system. This complex legal alignment 

is essential for fully integrating Islamic financial practices into the national financial 

infrastructure. 

Additionally, amendments have already been made to the law “On Non-bank 

Credit Organizations and Microfinancing Activities,” allowing microfinance 

institutions to offer Shariah-compliant services. The Central Bank has also developed 

regulations on the provision of Islamic finance services by these institutions, which 

are currently undergoing state registration. 

Several Uzbek banks—such as JSCB “Agrobank”, JSCB 

"Uzpromstroybank", JSCB «Microcreditbank», and JSICB “Ipak Yuli” —have 

already begun offering Murabaha-based services through credit lines provided by the 

Islamic Corporation for the Development of the Private Sector (ICD). Notably, 



   MODERN EDUCATION AND DEVELOPMENT  

   Выпуск журнала №-23  Часть–4_ Апрель –2025 

213 

Trustbank has launched a dedicated Islamic window, "Trust Muamalat," providing 

Shariah-compliant leasing services (Ijarah). 

Despite these advances, structural challenges remain. A detailed report by 

Islamic finance expert Iskandar Tursunov identifies key issues hindering the growth 

of the sector: 

 Lack of tax neutrality: Islamic transactions often involve multiple 

contracts and stages, which may incur higher tax liabilities compared to conventional 

financing unless neutral taxation policies are introduced. 

 Insufficient resource mobilization mechanisms: Legal infrastructure 

for mobilizing savings, issuing sukuk, and attracting Islamic venture capital is still 

underdeveloped. 

 Absence of a centralized Shariah council: Coordination and oversight 

are essential to ensure consistency in the application of Islamic finance principles. 

The demand, however, is clear and growing. According to a UN-backed study, 

61% of entrepreneurs and 75% of the population would prefer using Islamic financial 

products if they were available. Comparisons with Kazakhstan, where demand for 

Islamic financial services recently exceeded $15 billion, suggest that Uzbekistan—

with a population nearly double that of Kazakhstan—could experience a similar or 

even higher surge in market demand. 

Moreover, Islamic finance holds significant potential for enhancing financial 

inclusion in rural areas, where around 50% of Uzbekistan's population resides. Asset-

based contracts like Salam provide crucial working capital for farmers, while 

supporting food security and poverty alleviation. 

As Uzbekistan continues to develop its Islamic finance ecosystem, strategic 

cooperation among ministries, legal harmonization, financial literacy programs, and 

the use of modern digital platforms such as Islamic P2P lending and crowdfunding 

can unlock billions in hidden capital. If managed efficiently, Islamic finance could 

become a cornerstone of inclusive and sustainable economic growth in Uzbekistan. 

   Conclusion Islamic finance continues to gain momentum as a viable alternative to 

conventional financial systems. Its ethical foundation, risk-sharing principles, and 
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asset-backed transactions make it a sustainable and attractive option for global 

investors. With increasing technological integration, supportive government policies, 

and growing demand for ethical financial products, Islamic finance is set to play a 

crucial role in shaping the future of the global economy. Moreover, as more countries 

recognize the benefits of Islamic finance, collaborations between financial institutions 

and governments will drive further expansion. The adaptability of Islamic finance to 

modern economic changes, particularly in digital banking and fintech, ensures its 

relevance in the ever-evolving global marketplace. However, addressing regulatory 

challenges, fostering innovation, and enhancing public awareness will be essential for 

its continued expansion and success. If these challenges are met effectively, Islamic 

finance has the potential to redefine financial systems, promoting fairness, ethical 

investments, and economic resilience on a global scale. 
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