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The Status of Islamic Banks in the World  
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Abstract 

Islamic banking with features such as the prohibition of usury transactions, the emphasis on 

real contracts and the link between the monetary sector and the real sector of the economy, 

has been a safe alternative to conventional banking after the financial crisis in the world, 

and the tendency to practice it in different Muslim and non-Muslim countries of the world 

are also rising rapidly. Currently, Islamic banking industry is growing and Iran, Malaysia, 

Saudi Arabia and the United Arab Emirates account for the highest amount of Shari'a assets, 

respectively. Considering the development of the idea of Islamic banking and the necessity 

of continuous monitoring of the situation of this industry, this report seeks to present a 

comprehensive picture of the Islamic banking industry in the world to investigate recent 

developments in this industry. It should be noted that the data for this report have been 

extracted from Bankscope databases as one of the most reliable banking information 

sources. This database contains comprehensive information from banks all over the world, 

and allows for a comprehensive review of each bank separately or in a set of banks with a 

specific feature. 
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1. Introduction  

The Islamic banking system is rooted in the ideology and values of Islamic economics, and 

its realization entails the establishment of economic and social justice and the equitable 

distribution of income and wealth in society. Therefore, the purpose of Islamic banking is a 

particular or moderated pattern of conventional banking in which all relationships are 

consistent with Sharia and Islamic jurisprudence and in line with the basic objectives of the 

Islamic economic system, such as justice and ethics. Therefore, if the main component of 

Islamic banking is to eliminate the usury from all banking operations and adapt banking 

operations to religious standards, then the use of Islamic contracts, the identification of the 

route of resource consumption and the monitoring of banking operations can be considered 

as features of Islamic banking. 
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In conventional banking, there is a direct relationship between the bank and the customer 

and the recipient of the facility, and because of this direct connection, there is a relationship 

between the lender and the borrower, but in Islamic banking, the depositors' funds are 

invested in terms of religious and legal terms and in the form of certain contracts. Within 

this framework, the goals of the Islamic banking system are: 

1. Establishment of a monetary and credit system based on the rights and justice (with 

Islamic rules) in order to regulate the correct circulation of money and credit for the 

health and economic conditions of the country. 

2. Activities to achieve the goals and policies of the government with monetary and 

credit instruments. 

3. Establishing facilities for the development of public and private cooperatives through 

attracting free funds, savings, deposits and mobilization and equipping them to 

provide conditions and facilities for work and investment. 

4. Maintaining the value of money and creating the balance of payments and facilitating 

trade 

5. Facilitation of payments and receipts, exchanges, and transactions and other services 

provided to the bank under the law. 

According to the latest data and statistics, the total value of Islamic banks' assets increased 

from $960 million in 2012 to $1.3 trillion in 2016, and forecasts suggest that the Islamic 

finance industry has been growing in size and in the world. At the same time, the number of 

Islamic banks operating in the Gulf Cooperation Council (GCC) in 2016 will reach 35 

banks, which have nearly $800 billion in capital under the Islamic Shari'a, and with assets of 

about $500 billion, 36 percentage of the total Islamic banking assets is allocated to them. 

2. The Status of Islamic Banks in the World 

According to statistics obtained in 2016, the total value of Shari'a assets is about 1.5 trillion 

dollars. However, according to the geographical classification, the Middle East (with 105 

Islamic banks), Central and Far East countries (with 54 Islamic banks) and Western Europe 

(with 13 Islamic banks) are $1 trillion, $230 billion, and $43 billion respectively are the 

largest share of the Shari'a. Hence, it has a globally active and high-tech global market 

place, and forecasts show that over the next few years, it will worth more than $2 trillion, 

which is at least twice as fast as large-scale banking. 

 

 

 

 



 
 

 

Table 1: The status of different regions in terms of the number of Islamic banks and assets 

Geographical 

Region 

Number 

of Islamic 

Banks 

Total Assets 

(Million 

Dollars) 

Assets Conform to the 

Shari’a (Million Dollar) 

The Share of Islamic 

Banking in Each Region 

2015 2016 2015 2016 

Western Europe 13 87,563,945 44,646 43,088 0.04 0.05 

Middle East 105 3,711,790 884,906 1,026,924 24 28 

Central and Far 

East Countries 
54 79,869,231 194,532 230,972 0.26 0.3 

Africa 32 2,062,303 28,203 25,277 1.4 0.3 

Total 204 173,207,269 1,152,287 1,326,261 0.6 0.7 

 

As shown in Table 1, the largest number of Islamic banks in the world in 2016 belongs to 

the Middle East and then to the countries of Central Asia and East Asia (including Malaysia, 

China, Japan, Korea, etc.) and Africa. On the other hand, the study of the number of Islamic 

banks based on their assets also shows that 62 percent of Islamic banks in the world have 

assets less than $3 billion, about 30 percent between $3 billion and $20 billion, and only 10 

percent of Islamic banks account for more than $2 billion. (Figure 1) 

In terms of assets value, a large volume of assets of Islamic world banks in 2016 is in the 

range of assets of more than $20 billion, and only 8% of Islamic bank assets are less than $3 

billion, indicating the extent of the activity and size of Islamic banks in the world. In 

addition, the focus of major Islamic banks is concentrated in the Middle East and then in the 

Far East and Europe.  

Figure 1. Distribution of world Islamic banks based on asset value in 2016 
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Figure 2. Distribution of world Islamic banks based on the amount of capital in 2016 (Million 

Dollars) 

 

 

 

 

 

 

 

 

 

Figure 3. Distribution of world Islamic banks based on net profit in 2016 (Million Dollars) 

 

 

 

 

 

 

 

 

The survey of the number of Islamic banks according to the total amount of capital shows 

that about 37 percent of Islamic banks are in the category of less than $150 million and 38 

Islamic banks with a capital of more than $1 billion, represent 19 percent of the total Islamic 

banks. In addition, about 40 percent of Islamic banks fall within the range of $150 million to 

$1,000 million (Figure 2). Figure 3 also shows that most Islamic banks have a net profit of 

less than $20 million and about 16 percent of Islamic banks are among more than $100 

million profit. 
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Figure 4. The distribution of world Islamic banks based on the amount of facilities in 2016 

(Million Dollars) 

 

Figure 5. The distribution of world Islamic banks based on the amount of deposits in 2016 (Million 

Dollars) 

 

 

 

 

 

 

 

 

 

Figures 4 and 5 show that the distribution of world Islamic banks is uniform based on the 

classification of the amount of facilities and deposits, and in each of the categories, there are 

about 47 Islamic banks, accounting for about 24% of the total Islamic banks. 
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2.1.  Islamic Banking in Different Countries 

Table 2 presents a general picture of the status of Islamic banking in the world. According 

to this table, there are more than 204 Islamic banks in 36 different countries. 126 banks of 

all Islamic banks are small banks with assets under $3 billion. 30 banks have assets ranging 

between $3 billion and $8 billion, and 28 banks have assets between $8 billion and $20 

billion. The number of Islamic banks with more than $20 billion assets in 2016 is about 20 

banks, with 9 banks for Iran, the United Arab Emirates, Saudi Arabia and Qatar each with 2 

banks, and Bahrain and Kuwait with 1 bank each. . It should be noted that countries like 

Iran and Bahrain with 21 banks, Malaysia and Sudan with 19 Islamic banks, along with 

other conventional banks, have the largest number of Islamic banks in terms of assets. 

Table 2. Distribution of Islamic banks in different countries of the world by the amount of assets in 

2016 (Million Dollars) 

Country Less than 

3,000 

From 

3,000  to 

8,000 

From 8,000 to 

20,000 

More than 

20,000 

Number of 

Islamic Banks 

Number of 

Total Banks 

Jordan  4 1 0 0 5 28 

Algeria 1 0 0 0 1 20 

UAE 3 1 4 2 10 40 

Indonesia 8 3 0 0 11 143 

England 7 0 0 0 7 519 

Iran 2 5 5 9 21 21 

Bahrain 15 4 1 1 21 45 

Brunei 0 1 0 0 1 41 

Bangladesh 5 3 1 0 9 74 

Pakistan 7 2 0 0 9 68 

Turkey 2 0 3 0 5 165 

Tunisia 2 0 0 0 2 34 

Singapore  1 0 0 0 1 33 

Malaysia 6 5 6 2 19 93 

Egypt 2 1 0 0 3 52 

Nigeria 1 0 0 0 1 44 

Yemen 3 1 0 0 4 10 

Others 8 0 0 0 8 385 

Total 126 30 28 20 204 2112 

Sudan 19 0 0 0 19 24 

Syria 0 0 2 1 3 15 

Iraq 12 0 0 0 12 49 

Saudi Arabia 2 0 2 2 6 20 

Oman 3 0 0 0 3 24 

Palestine 2 0 0 0 2 8 

Cypress 1 0 0 0 1 41 

Qatar 1 0 2 2 5 16 

Kenia 2 0 0 0 2 51 

Kuwait 4 3 2 1 10 37 

Lebanon 3 0 0 0 3 51 



 
 

Table 3. Share of assets, capital, net income, deposits and facilities in Islamic banks relative to the 

total banking system by country in 2016 (Percentage) 

Country Assets Capital Net Income Deposits Facilities 

Jordan 7.44 4.93 8.20 8.07 10.44 

UAE 19.49 19.55 18.71 20.37 21.21 

Indonesia 3.10 1.89 0.76 3.67 3.31 

Iran 100 100 100 100 100 

Bahrain 31.50 25.68 12.69 31.86 35.05 

Bangladesh 17.81 14.65 25.56 18.53 21.99 

Pakistan 7.21 5.41 4.02 7.59 10.08 

Turkey 3.46 2.43 1.84 3.80 3.50 

Tunisia 4.15 3.25 1.61 4.95 3.72 

Singapore 0.03 0.10 -0.13 0.001 0.01 

Sudan 97.00 80.18 98.59 96.91 98.68 

Syria 34.22 21.83 23.11 38.56 35.50 

Iraq 13.52 25.81 15.59 7.47 13.39 

Saudi Arabia 25.54 25.99 26.83 25.82 26.80 

Oman 3.33 4.41 -0.90 2.50 3.56 

Qatar 23.04 27.10 25.90 23.40 23.10 

Kuwait 13.68 21.04 30.36 33.31 32.86 

Lebanon 0.13 0.29 0.04 0.08 0.04 

Malaysia 14.76 10.54 13.23 16.51 18.74 

Egypt  3.41 3.44 4.73 3.43 2.47 

Yemen 33.55 43.38 22.73 32.80 47.71 

 

 

2.2.  Comparison of Islamic Financing Methods by Contract in Islamic Banks of the 

World 

According to Islamic Development Bank's Islamic Research and Training Institute (IRTI-

IDB), the contribution of different financing methods to the breakdown of various Islamic 

contracts is shown in Figure 6. As it is seen, on average between 2012 and 2016, among the 

various financing methods, the Murabaha contract has the highest share and 51% is 

recognized as the most prominent method of financing among Islamic banks. After the 

Murabaha contract, the Musharakah agreement (with a 30% share), the contract for the lease 

and the Istisna’a contract, with a share of 12 and 3 percent, respectively, are the most 

important as compared to other financing instruments in Islamic banks. 

 

 

 



 
 

Figure 6. Different methods of financing by Islamic contract (Average for years 2016-2012) 

 

3.  Investigating Financial Statements of Islamic Banks 

Reviewing the financial statements of the banks (balance sheet and profit and loss 

statement) provides a possibility to compare the performance of Islamic banks in different 

years. Between 2012 and 2016 total assets, deposits, facilities and capital in Islamic banks 

during the years under review have been steadily increasing by 2014, and since 2014, this 

growing trend has been steadily slipping. Meanwhile, only net income has been on a 

downward trend by 2015 and has been on the upside trend since 2015, partly influenced by 

market fluctuations and the economic and political conditions of countries. Nonetheless, an 

examination of the profitability of Islamic banks shows that in recent years they are in a 

favorable situation and above the global standard.  

In general, the trend of indices in Islamic banks during the years is a positive and growing 

trend, so that the assets of Islamic banks rose from $960 billion in 2012 to $1,300 billion in 

2016. In other words, the assets of Islamic banks in 2016 have risen 1.6 times than in 2012. 

Also, the Islamic banks' grant facility has risen from $600 billion in 2012 to about $770 

billion in 2016. The volume of Islamic bank deposits reached $965 billion dollars in 2016.  

A significant share of the assets of Islamic banks are facilities. Fixed assets, although they 

account for a small proportion of total Islamic bank assets, but its growth grew by about 

18% in the years under review. Other asset combinations have also been positive in 2016, 

which shows the concentration of Islamic banks on these assets. The ratio of income-

generating assets (excluding facilities) to total assets is an indication of the bank's 
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profitability, which indicates how much of the bank's assets are used in income-generating 

activities. The average ratio has not changed significantly over the years and accounts for 

about 20% of total assets, and in 2016 there was a significant increase compared to the 

previous year. 

In the composition of the debts of Islamic banks, deposits, other debts and equity are 

respectively a significant share of the total assets of Islamic banks. The ratio of deposits to 

assets is an indicator that its excessive increase would increase the risk of sudden 

withdrawal of deposits and the liquidity problem. This ratio has not fluctuated significantly 

between 2012 and 2015 and has fallen in 2016. The ratio of equity to assets reflects the 

extent to which depositors and lenders are protected against unforeseen losses. This ratio for 

Islamic banks has increased from 3% in 2012 to 6% in 2016, and compared to other 

liabilities to assets over the years, there has been no significant change. 

In the composition of Islamic banks' debts, the growth in reserve for doubtful receivables in 

the years 2015 and 2016 is negative and dropped from $6 billion in 2012 to $2 billion in 

2016, with a small share of assets (about 0.2%). Capital and deposit growth has been 

positive over the years under review, with equity rising from $29 billion in 2012 to 81 

billion in 2016. Deposits have also risen with an increase from $80 billion to $96 billion in 

2016. 

Figure 7. The balance sheet structure of the Islamic banks in 2016 (Percentage of total assets) 
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Table 4. The structure of the profit and loss statement in Islamic banks (Million Dollars) 

Net 

Revenues 

Other 

Operating 

Income 

Total 

Operating 

Income 

Loan Loss 

Provision 

Operating 

Costs 

Other 

Costs 
Tax 

Net 

Income 
Year 

16212 28534 50550 5799 29769 103 1705 13379 2012 

14670 33071 53645 4960 34941 268 1827 12192 2013 

15926 38773 61322 5119 42208 255 1655 12596 2014 

13050 39455 59188 5846 42290 1303 1469 10892 2015 

17070 26356 49425 5421 29298 320 1480 13547 2016 

 

Figure 8. The structure of the profit and loss statement of Islamic banks in 2016 (percentage of 

operating revenues) 

 

 

 

 

 

 

 

 

 

 

 

4. Investigating Financial Ratios in Islamic Banks 

 

4.1. Status of asset quality in Islamic banks 

As you can see, the reserves and asset quality ratio varies between 3% and 4% over the 

years, ranging from 4% in 2012 to 3.5% in 2016, reaching its lowest level in 2014. The 

proportion of Loan loss reserves in Islamic banks has a decreasing trend toward the whole 
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Loans, which indicates the high quality of the portfolios of Islamic banks' facilities over the 

years. 

 

4.2. The liquidity situation in Islamic banks 

This criterion reflects the level of liquidity in the bank. Deposits and savings deposits can 

quickly be withdrawn from the bank; therefore, in order to avoid the problem of liquidity in 

banks, a proper amount of liquidity should always be kept in the bank reserves. 

 Facilities to Assets Ratio: This ratio represents the percentage of total assets available 

to the applicants. The higher this ratio, the lower the bank's liquidity. In other words, 

this ratio indicates how much assets are used by management in productive affairs 

and shows the bank's risk-taking in terms of revenue generation. 

 The Ratio of Facilities to Deposits and Short-Term Funds: This ratio is defined as all 

the assets with a normal risk (discounts, facilities and prepayments) to the principal 

deposits. This ratio represents the ability of the bank to equip deposits to support 

lending operations. It also assesses the ratio that the bank can lend on deposits. The 

higher ratio traditionally brings with it higher risk. In other words, a higher ratio 

means less liquidity or an undesirable economic process or withdrawal of deposits. 

The low ratio indicates that there are not enough positions for lending or 

unwillingness to lend because of the risks involved in lending. 

 The Ratio of Cash Assets to Deposits and Short-Term Funds: This ratio can be a 

prime measure for assessing the liquidity of the bank. The higher the ratio, the 

greater the bank's liquidity. 

 

Table 5. Liquidity ratios in Islamic banks (percentages) 

2016 2015 2014 2013 2012 Ratios 

64.6 63.9 64.5 62.8 62.1 Net Loans to Total Assets 

79.0 77.7 78.4 76 75 Net Loans to Deposits 

25.4 22.7 22.5 24.3 25 Liquid Assets to Deposits 

 

4.3.Capital Status in Islamic Banks 

 

 Equity to Total Assets Ratio: This ratio represents the degree of protection of 

depositors and creditors against the unpredictable losses that the bank is likely to 

face. In fact, this ratio shows the bank's resistance to economic problems. This ratio 



 
 

is one of the most important indicators that is being examined by bank lawmakers 

and credit analysts. In other words, this ratio reflects the strength of the bank's 

support from the shareholders, and the higher the ratio, the stronger the stability of 

the bank. 

 Capital Adequacy Ratio: The result of the division of the basic capital into the sum of 

the assets allocated to the risk factors in percentage terms. The ratio of capital 

adequacy is one of the ratios of healthy performance and financial stability of the 

financial institution and banks. Banks must have sufficient capital to cover the risks 

arising from their activities and ensure that losses incurred are not transferred to 

depositors. Therefore, they should have the minimum amount of capital to cover their 

operating risks. 

 

Table 6. Capital ratios in Islamic banks (percentages) 

Ratios 2012 2013 2014 2015 2016 

Equity to Total Assets 10.2 11.1 10.9 8.01 8801 

Capital Adequacy Ratio 16.5 16.6 15.7 15.1 16.3 

 

4.4.  Profitability status in Islamic banks 

 Profit Margin Ratio: In order to assess the profitability of banks, the net income ratio 

is calculated. This ratio is obtained by dividing the interest income received into total 

assets. 

 Return on Equity (ROE) Ratio: This indicator is calculated by dividing the profit 

from the tax deduction to the average total equity. This net income index is a share of 

each unit of equity and in fact, it assesses the return on investment and potential 

ability for domestic capital. If this is an incremental trend, it indicates more efficient 

banking operations. 

 ROA: Return on assets is one of the most important criteria for profitability, and it is 

achieved by dividing net income by total assets. This index represents the gain from 

the value of each asset unit. Indeed, this indicator can demonstrate the ability of 

management to make optimal use of the real resources of the bank's capital and 

finance in creating the money. The lower ratio indicates that the bank has not been 

able to use its assets well. 

 Cost to Revenue Ratio: This indicator is an important criterion in determining the 

efficiency of a bank. This indicator shows that administrative costs (employees, 

requirements, location lease, and property insurance) constitute what percentage of 

the bank's operating income. 



 
 

 

 

Table 7. Profitability ratios in Islamic banks (percentages) 

Ratios 2012 2013 2014 2015 2016 

Net Profit Margin 2.12 1.69 1.67 1.4 1.9 

  Return On Avg Equity (ROAE) 1.6 1.2 1.1 0.98 1.4 

Return On Avg Assets (ROA) 15.35 11.4 10.4 8.9 12 

Cost to Income 59 65 68 71 59 

 

5. Conclusion 

The rise of the Islamic financial industry has been slow in recent years, but overall, the 

growth of this industry is still ahead of its rivals. This rapid growth rate observed in Islamic 

banking is reliant on rising demand among Muslims, the growth of oil revenues in the 

Middle East, and the attractiveness of charitable financial services to non-Muslim investors 

seeking ethical banking activities. Currently, Islamic banking, with activities in Muslim and 

non-Muslim countries, forms a significant part of the global economic landscape, and Iran, 

Malaysia, Saudi Arabia and the United Arab Emirates make up the most Shari'a assets. 

While Middle Eastern countries are at the heart of this kind of banking, but Islamic banking 

also has advocates in Europe and the United States. According to the Bankascope database 

in Britain, the amount of bank facilities and assets based on Islamic religious law has 

increased by more than $2 billion and $5 billion, respectively, and has grown by almost 10 

percent every year. 

The expansion and prosperity of Islamic banking among Islamic countries, on the one hand, 

and the demand of Western countries to adapt their banking laws to Islamic laws, on the 

other hand, have contributed to the dramatic growth of this kind of banking system. An 

assessment of the performance of Islamic banks indicates that the Malaysian economic 

sector is attempting to highlight the strong implementation of regulatory oversight, index 

building, the use of traditional banks and the establishment of supportive financial 

institutions as a regional pillar in this field. Indonesia, Thailand and Singapore are also from 

other countries that have expanded their Islamic banking and finance sectors. Thus, the 

importance of Islamic banks has now become a real and undeniable case in the field of 

banking and international economics, especially after the economic crisis in the world. 

Undoubtedly, what is considered in Islamic banking, the efficiency of usury free banking as 

one of the tools of Islamic economics by forbidding the common interest in the Western 

banking system, and replacing Halal's profits based on religious teachings. 



 
 

Among the more than 200 existing Islamic banks, the top eight Islamic banks are Al Rajhi 

Bank of Saudi Arabia, Kuwait Finance House, Abu Dhabi Islamic Bank, Islamic Bank of 

Dubai, Islamic Bank of Qatar, Maybank Islamic Berhad of Malaysia, Al Rayan Bank Qatar 

and Saudi Arabia's Alinma Bank. The survey of financial indices among Islamic banks 

shows that Al-Rajhi Bank, Melli Bank and Mellat Bank have the largest share of total assets 

of Islamic banks, respectively. Based on the indicators, Saudi Arabian banks and Iranian 

banks are ranked better than other Islamic banks. Al-Rajhi Bank, Islamic Bank of Dubai and 

Kuwait Finance House account for the largest share of total capital in Islamic banks in 2016.  
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