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Abstract :

This paper develops a conceptual framework for integrating artificial intelligence (Al)
into Islamic banking with the aim of enhancing operational efficiency, risk management,
and Sharia governance. Using a descriptive—analytical approach based on a systematic
review of the literature, the study examines how key Al technologies, particularly
machine learning, natural language processing, and intelligent automation, can support
core banking functions.

The study is guided by a set of research hypotheses that link Al adoption to
improvements in efficiency, risk assessment, and Sharia compliance. The findings
indicate that Al can reduce information asymmetry, strengthen compliance monitoring,
and support more accurate decision-making in profit-and-loss sharing arrangements.
However, the analysis also highlights significant ethical and governance challenges
related to algorithmic opacity, bias, and regulatory uncertainty. The paper contributes to
the literature by proposing an integrated conceptual framework that aligns Al
capabilities with the objectives of Magasid al-Sharia, offering practical and policy-
relevant insights for responsible technological adoption in Islamic banking.
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Introduction

The accelerating integration of advanced digital technologies has
fundamentally altered the structure and functioning of modern financial systems.
Among these technologies, artificial intelligence has emerged as a key driver of
organizational transformation, enabling financial institutions to process vast
amounts of data, automate complex decision-making processes, and redesign
customer-oriented services. Banking activities are no longer shaped solely by
regulatory frameworks and financial intermediation functions, but increasingly by
algorithmic systems capable of learning, adaptation, and prediction.
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Within this broader transformation, Islamic banking occupies a distinct
institutional and ethical position. Unlike conventional banking, Islamic financial
institutions operate under a normative framework derived from Sharia principles,
which imposes specific constraints on contract structures, profit generation, and
risk allocation. The prohibition of interest, the emphasis on asset-backed financing,
and the centrality of profit-and-loss sharing introduce additional layers of
complexity into banking operations, governance mechanisms, and risk
management practices. These characteristics, while reinforcing ethical finance
objectives, also increase operational costs and informational asymmetries.

The growing reliance on artificial intelligence in financial services raises
important questions for Islamic banking institutions. While Al technologies
promise efficiency gains, enhanced risk assessment, and improved customer
engagement, their adoption cannot be treated as a purely technical matter.
Algorithmic decision-making, automated compliance systems, and data-driven
personalization must be carefully aligned with Sharia requirements related to
transparency, fairness, and accountability. The challenge, therefore, lies not in
whether Islamic banks should adopt artificial intelligence, but in how such
adoption can be structured to support both operational performance and Sharia
governance.

Despite the increasing attention devoted to artificial intelligence in
conventional banking, the academic literature on its implications for Islamic
banking remains fragmented. Existing studies often focus on isolated applications
or technological potential, without sufficiently addressing the institutional and
ethical dimensions that distinguish Islamic finance. This gap underscores the need
for a comprehensive conceptual analysis that situates artificial intelligence within
the normative and governance framework of Islamic banking, rather than treating it
as a neutral technological tool.

Research Problem

In light of the above considerations, the central research problem addressed in
this paper can be formulated as follows: How can artificial intelligence be
effectively integrated into Islamic banking to enhance operational efficiency and
risk management while ensuring strict compliance with Sharia governance
principles?

This problem reflects a dual concern. On the one hand, Islamic banks are
under increasing competitive pressure to adopt advanced digital technologies. On
the other hand, they must preserve their distinctive ethical identity and ensure
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continuous compliance with Sharia norms in an environment characterized by
algorithmic complexity and regulatory uncertainty.

Research Hypotheses

Based on the theoretical framework, the study proposes the following
hypotheses:

H1: Artificial intelligence significantly enhances operational efficiency in
Islamic banking institutions.

H2: Artificial intelligence improves risk management in Sharia-compliant
financial contracts.

H3: Artificial intelligence strengthens Sharia governance mechanisms.

H4: The lack of explainability in Al systems negatively affects Sharia
compliance.

Research Objectives

To address this research problem, the study pursues the following objectives:

To conceptually examine the role of artificial intelligence within the
institutional framework of Islamic banking, highlighting its potential beyond
technical efficiency.

To identify and analyze key areas in which Al applications can support
Islamic banking services, including customer interaction, credit risk
assessment, fraud detection, and Sharia compliance mechanisms.

To critically assess the ethical, governance, and regulatory challenges
associated with Al adoption in Islamic finance, with particular attention to
transparency, algorithmic bias, and accountability.

To propose an integrated conceptual framework that aligns artificial
intelligence capabilities with the objectives of Sharia (Magasid al-Sharia),
offering guidance for policymakers, regulators, and Islamic banking
practitioners.
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Literature Review

The existing literature on artificial intelligence in banking highlights its
transformative impact on operational efficiency, decision-making, and customer
engagement (Davenport & Ronanki, 2018). In contrast, studies in Islamic banking
have primarily focused on governance structures, ethical compliance, and risk-
sharing mechanisms (Igbal & Mirakhor, 2011)

Recent research suggests that artificial intelligence can enhance Sharia
compliance through automation and continuous monitoring (Sarea & Hanefah,
2019). However, the literature remains fragmented and lacks an integrated
perspective that combines technological capabilities with the ethical and
institutional dimensions of Islamic finance.

This study addresses this gap by proposing a conceptual framework that
aligns artificial intelligence applications with Sharia governance and Magasid al-
Sharia.
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|. Theoretical Framework
1 Artificial Intelligence:

Conceptual Foundations and Analytical Scope Artificial intelligence refers
to the ability of computational systems to perform cognitive tasks that traditionally
require human intelligence, such as learning, reasoning, pattern recognition, and
decision-making (Russell & Norvig, 2021). In contemporary financial systems, Al
should not be understood merely as a set of advanced algorithms, but rather as an
enabling infrastructure that reshapes organizational processes, decision
architectures, and governance mechanisms.

The transition from rule-based systems to data-driven learning models has
marked a fundamental shift in how financial institutions operate. Machine learning
and predictive analytics allow banks to extract value from large datasets and to
generate probabilistic assessments rather than deterministic outcomes (Goodfellow
et al., 2016). This evolution has profound implications for banking decision-
making, as judgments increasingly rely on adaptive models capable of continuous
learning.

For Islamic banking institutions, this transformation is particularly
significant. Decision-making in Islamic finance is embedded within a normative
framework that emphasizes ethical responsibility, contractual clarity, and social
justice. Consequently, the adoption of Al technologies must be evaluated not only
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in terms of efficiency and accuracy, but also in relation to their consistency with
Sharia-based principles governing economic behavior (Chapra, 2008).

2. Core Artificial Intelligence Technologies in the Banking Sector

The application of artificial intelligence in banking is based on several
complementary technologies, each serving a distinct analytical and operational
function.

2.1 Machine Learning

Machine learning constitutes the analytical backbone of most Al-driven
banking applications. By identifying complex patterns in historical and real-time
data, machine learning models enable financial institutions to forecast customer
behavior, assess creditworthiness, and detect anomalous transactions (Khandani et
al., 2010). Compared to traditional statistical techniques, these models offer
superior predictive performance, particularly in environments characterized by
uncertainty and data heterogeneity.

In Islamic banking, machine learning plays a critical role in evaluating profit-
and-loss sharing contracts, where risk assessment depends on the viability of
underlying projects rather than fixed repayment obligations. Accurate prediction of
business performance contributes to reducing information asymmetry between
banks and clients, a persistent challenge in Islamic finance (Igbal & Mirakhor,
2011).

2.2 Natural Language Processing

Natural language processing enables machines to interpret, analyze, and
generate human language. In banking services, NLP applications are widely used in
chatbots, virtual assistants, and automated customer support systems, enhancing
responsiveness and service personalization (Davenport & Ronanki, 2018).

Within Islamic banking, NLP-based systems can contribute to greater
transparency by assisting customers in understanding Sharia-compliant financial
products and contractual conditions. Automated interpretation of contractual
documents and customer inquiries can also reduce ambiguity (gharar), which is
explicitly prohibited in Islamic financial transactions (Ayub, 2007).

2.3 Robotic Process Automation

Robotic process automation involves the use of software agents to automate
repetitive, rule-based administrative tasks. Although RPA does not inherently
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involve learning capabilities, its integration with intelligent systems significantly
enhances operational efficiency (Davenport & Ronanki, 2018).

Islamic banks, which often operate under complex documentation and
compliance requirements, can particularly benefit from RPA in areas such as
document processing, transaction verification, and internal reporting. By reducing
manual intervention, RPA minimizes operational errors and supports consistent
application of Sharia-compliant procedures.

3. Institutional Foundations of Islamic Banking

Islamic banking is founded on a financial system that integrates economic
activity with ethical and legal principles derived from Islamic law. Its core
foundations include the prohibition of interest (riba), the avoidance of excessive
uncertainty (gharar), and the exclusion of speculative activities (maysir). Instead,
Islamic finance emphasizes asset-backed transactions, risk-sharing arrangements,
and real economic engagement (Igbal & Mirakhor, 2011).

These principles give rise to distinctive contractual structures, such as
mudarabah, musharakah, murabaha, and ijara. Unlike conventional debt-based
financing, these contracts require detailed evaluation of underlying assets, project
feasibility, and profit-sharing arrangements. As a result, Islamic banks face higher
informational and monitoring requirements, which increase operational complexity
(Hanif & Igbal, 2010).

4. Sharia Governance and Compliance Mechanisms

Sharia governance refers to the institutional framework that ensures the
conformity of banking activities with Islamic principles. It typically involves
Sharia supervisory boards, internal compliance units, and periodic Sharia audits.
These mechanisms aim to preserve ethical integrity, enhance transparency, and
protect stakeholders’ interests (Sarea & Hanefah, 2019).

While Sharia governance plays a crucial role in maintaining trust and
legitimacy, traditional compliance processes often rely heavily on manual reviews
and expert judgment. This can limit efficiency and responsiveness, particularly in
digitally intensive banking environments. Consequently, scholars have increasingly
emphasized the need for technological support systems that can enhance
governance effectiveness without undermining Sharia authority (Hassan & Lewis,
2007).
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5.Conceptual Relationship between Artificial Intelligence and Islamic Banking

The integration of artificial intelligence into Islamic banking can be
conceptualized through three interrelated dimensions.

First, Al contributes to operational efficiency by automating complex
processes and reducing administrative burdens. This is particularly relevant in
Islamic banking, where contract-based financing and compliance verification
require extensive documentation and review (Davenport & Ronanki, 2018).

Second, Al enhances risk management by enabling more accurate assessment
of project viability, customer behavior, and financial exposure. In profit-and-loss
sharing arrangements, predictive analytics can support informed decision-making
and mitigate uncertainty inherent in entrepreneurial activities (Igbal & Mirakhor,
2011).

Third, Al has the potential to strengthen Sharia compliance and governance.
When designed with appropriate transparency and explainability, Al-based systems
can assist Sharia boards in monitoring transactions, screening contracts, and
identifying non-compliant activities, thereby reinforcing ethical accountability
(Sarea & Hanefah, 2019).

1. Methodology
1. Nature of the Study

This research adopts a conceptual and theoretical approach, aiming to
analyze and synthesize existing academic literature on artificial intelligence and
Islamic banking. Rather than relying on empirical data or econometric modeling,
the study focuses on developing an analytical understanding of how Al can be
positioned within the institutional and ethical framework of Islamic finance.

Conceptual research is particularly appropriate for emerging and
interdisciplinary topics, where empirical evidence remains limited or fragmented
(Saunders et al., 2019). In the context of Islamic banking, the rapid evolution of Al
technologies necessitates a theoretical examination that precedes large-scale
empirical testing.

2. Research Approach

The study employs a descriptive—analytical approach, combining conceptual
clarification with critical analysis. This approach involves two complementary
stages:
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Descriptive analysis, aimed at clarifying key concepts related to artificial
intelligence, Islamic banking principles, and Sharia governance structures.
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Analytical synthesis, which examines the relationships between these
concepts and evaluates the implications of Al adoption for Islamic banking
Services.

Such an approach allows for the identification of patterns, tensions, and
complementarities between technological innovation and normative financial
frameworks (Davenport & Ronanki, 2018).

3. Sources of Data and Materials
The analysis is based exclusively on secondary sources, including:

e Peer-reviewed academic journal articles on artificial intelligence and
financial services

e Scholarly books on Islamic banking and finance

e Reports issued by international financial institutions and standard-setting
bodies

¢ Policy-oriented publications addressing digital transformation in banking

e The selection of sources prioritized academic relevance, methodological
rigor, and alignment with the objectives of Islamic finance (Igbal &
Mirakhor, 2011).

IV. Analytical Framework

The conceptual analysis follows a structured framework that links artificial
intelligence applications to core dimensions of Islamic banking. Specifically, the
study examines Al integration through the lenses of:

Operational efficiency
Risk management
Sharia compliance and governance
Ethical accountability

This framework enables a systematic evaluation of Al not merely as a
technological innovation, but as an institutional mechanism that interacts with the
objectives of Islamic finance (Maqgasid al-Sharia) (Chapra, 2008).
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1. Data Governance and Explainable Al in Islamic Banking

The effective integration of artificial intelligence into Islamic banking
requires the establishment of a robust data governance framework that ensures
compliance with both regulatory requirements and Sharia principles. Data
governance in this context extends beyond technical data management to include
ethical control over data sources, data quality, and algorithmic accountability.

Islamic banks must ensure that datasets used for training Al models are
accurate, unbiased, and derived from Sharia-compliant financial activities. This
includes strict screening of data inputs to eliminate elements associated with riba,
gharar, or unethical economic behavior. Without such controls, Al systems risk
generating outputs that contradict the foundational principles of Islamic finance.

A critical dimension of data governance is the adoption of Explainable
Artificial Intelligence (XAI). Unlike traditional “black-box” models, XAl enables
transparency in algorithmic decision-making by providing interpretable
justifications for outputs. This is particularly essential in Islamic banking, where
Sharia supervisory boards must verify the legitimacy of financial decisions.

Explainability allows Sharia scholars to audit Al-generated decisions,
ensuring that automated processes adhere to contractual clarity, fairness, and
accountability. In this sense, XAl functions as a bridge between computational
logic and Sharia governance, reducing the risks associated with algorithmic
opacity.

Therefore, the integration of Al in Islamic banking should be conditional
upon the implementation of explainable, auditable, and ethically governed data
systems, ensuring alignment with the objectives of Maqasid al-Sharia (OECD,
2021; Barocas & Selbst, 2016; Rudin, 2019; IFSB, 2021).

2. Results and Discussion

Given the conceptual nature of this study, the results are derived from a
systematic analytical synthesis of the literature on artificial intelligence and Islamic
banking. Rather than presenting empirical findings, this section discusses the
theoretical implications of Al adoption for Islamic banking services, focusing on
efficiency, risk management, governance, and ethical alignment. The discussion
highlights how artificial intelligence functions as an institutional enabler rather
than a purely technological tool.
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2.1 Artificial Intelligence and Operational Efficiency

in Islamic Banking The analysis indicates that artificial intelligence has
substantial potential to enhance operational efficiency within Islamic banking
institutions.  Al-driven automation enables banks to streamline complex
administrative processes, including customer onboarding, contract processing, and
transaction verification. These efficiency gains are particularly relevant in Islamic
banking, where financing operations often involve multiple contractual stages and
extensive documentation requirements.

Machine learning and robotic process automation contribute to reducing
processing time and operational costs by minimizing manual intervention and
repetitive tasks (Davenport & Ronanki, 2018). From a conceptual standpoint, this
efficiency does not merely represent cost reduction, but also enhances procedural
consistency and compliance reliability. In Islamic finance, where procedural
accuracy is closely linked to Sharia compliance, improved operational efficiency
strengthens institutional credibility.

However, the findings also suggest that efficiency gains must be carefully
balanced with governance considerations. Excessive reliance on automated systems
without adequate oversight may undermine the ethical foundations of Islamic
banking. Consequently, efficiency-enhancing Al applications should be embedded
within a clearly defined governance framework that preserves human supervision
and accountability.

2.2 Enhancement of Risk Management and Decision-Making

Risk management emerges as a central domain in which artificial intelligence
can significantly influence Islamic banking performance. Unlike conventional
banking, Islamic finance relies heavily on profit-and-loss sharing arrangements and
asset-backed transactions, which inherently involve higher levels of uncertainty.
Accurate risk assessment therefore plays a critical role in ensuring financial
stability.

The conceptual analysis highlights that machine learning models outperform
traditional risk assessment tools in identifying complex patterns related to
creditworthiness, project viability, and default probability (Khandani et al., 2010).
By processing large volumes of structured and unstructured data, Al systems can
support more informed decision-making and reduce information asymmetry
between banks and clients.
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In the context of Islamic banking, improved risk assessment contributes not
only to financial performance but also to ethical objectives. More accurate
evaluation of investment projects enhances fairness in profit-and-loss sharing
arrangements and reduces the likelihood of opportunistic behavior. This aligns with
the Islamic finance emphasis on justice and transparency in economic transactions
(Igbal & Mirakhor, 2011).

2.3 Artificial Intelligence as a Support Mechanism for Sharia Governance

One of the most significant conceptual findings of this study concerns the
role of artificial intelligence in strengthening Sharia governance mechanisms.
Traditional Sharia compliance processes rely extensively on expert judgment and
manual reviews, which can be time-consuming and difficult to scale in increasingly
digital banking environments.

Al-based systems offer new possibilities for continuous monitoring and
compliance verification. Automated screening of contracts and transactions enables
early detection of non-compliant elements, thereby reducing governance risks and
enhancing transparency (Sarea & Hanefah, 2019). From an institutional
perspective, Al does not replace Sharia supervisory boards but functions as a
decision-support tool that enhances their analytical capacity.

Nevertheless, the effectiveness of Al in Sharia governance depends critically
on system design. Algorithmic opacity and lack of explainability may conflict with
the Sharia requirement of clarity and the avoidance of excessive uncertainty
(gharar). Therefore, the integration of explainable Al models is essential to ensure
that automated compliance tools remain aligned with Islamic ethical standards
(Ayub, 2007).

2.4 Ethical Implications and Algorithmic Accountability

While artificial intelligence offers considerable benefits, the analysis also
reveals significant ethical challenges associated with its adoption in Islamic
banking. Algorithmic bias represents a key concern, as Al systems trained on
unbalanced datasets may generate discriminatory outcomes. Such outcomes are
fundamentally incompatible with the Islamic principles of justice and social
responsibility (Chapra, 2008).

Transparency and accountability are equally critical. Many advanced Al
models operate as “black boxes,” making it difficult to trace decision-making logic.
In Islamic finance, where legitimacy is closely tied to ethical accountability,
opaque decision systems may undermine stakeholder trust. This highlights the
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importance of explainable and auditable Al systems that allow Sharia scholars,

regulators, and stakeholders to understand and evaluate algorithmic decisions
(Barocas & Selbst, 2016).

The discussion suggests that ethical Al governance should be considered an
integral component of Islamic banking strategy rather than an external regulatory
constraint. By embedding ethical considerations into system design and
implementation, Islamic banks can align technological innovation with their
normative objectives.

A deeper concern relates to the presence of ethical bias in Al training
datasets, which may lead to discriminatory financial outcomes. In conventional
banking, biased datasets have been shown to reinforce inequalities in credit
allocation. In Islamic banking, such bias directly contradicts the principles of
justice (adl) and social welfare embedded in Magasid al-Sharia.

To address this challenge, Islamic financial institutions must develop Sharia-
aligned datasets, which are carefully curated to reflect ethical financing practices,
equitable risk-sharing, and socially responsible investment criteria. These datasets
should exclude historically biased financial behaviors and incorporate variables
that promote fairness and inclusivity.

The development of such datasets requires collaboration between data
scientists, Sharia scholars, and regulators to ensure that Al systems do not merely
optimize financial performance but also uphold Islamic ethical values. This
approach positions Islamic banking as a leader in ethical Al implementation rather
than a passive adopter of conventional fintech models(Chapra, 2008; Barocas &
Selbst, 2016; Mehrabi et al., 2021; AAOIFI, 2020).

2.5 Strategic and Institutional Implications

From a strategic perspective, the findings indicate that artificial intelligence
has the potential to reshape Islamic banking business models. Al-enabled
personalization of financial services allows banks to tailor Sharia-compliant
products to individual customer needs, thereby enhancing satisfaction and loyalty
(Bughin et al., 2018).

At the institutional level, successful Al adoption requires coordination
between technological expertise and Sharia scholarship. The absence of
standardized regulatory frameworks for Al in Islamic finance remains a significant
challenge. Policymakers and standard-setting bodies are therefore encouraged to
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develop guidelines that address data governance, algorithmic accountability, and
Sharia compliance in an integrated manner (IFSB, 2021).
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From a comparative perspective, leading Islamic finance hubs such as
Malaysia and the United Arab Emirates have made significant progress in
integrating artificial intelligence within regulatory and governance frameworks.
Malaysia, through Bank Negara Malaysia, has developed structured guidelines for
Al governance emphasizing transparency, risk management, and ethical
compliance. Similarly, the UAE has adopted national Al strategies that support
fintech innovation while maintaining regulatory oversight.

Compared to these advanced ecosystems, the Algerian Islamic banking sector
remains at an early stage of digital transformation. This highlights the need for
adopting international best practices while adapting them to local institutional and
legal contexts. Such benchmarking enhances the global relevance of the proposed
framework and strengthens its applicability across different Islamic financial
systems(Bank Negara Malaysia, 2020; UAE Government, 2021; IFSB, 2021).

Conclusion

This study examined the role of artificial intelligence in enhancing Islamic
banking services from a conceptual and institutional perspective.

The analysis ultimately demonstrates that artificial intelligence can be
integrated into Islamic banking without undermining Sharia principles, provided
that technological systems are embedded within transparent governance structures
and aligned with the objectives of Maqasid al-Sharia. This finding directly
addresses the research problem by showing that efficiency gains and ethical
compliance are not mutually exclusive, but can be jointly achieved through
properly designed Al-driven systems

By situating Al within the normative and governance framework of Islamic
finance, the analysis demonstrated that artificial intelligence should not be viewed
merely as a technological innovation, but rather as a strategic enabler capable of
reshaping operational processes, risk management practices, and Sharia compliance
mechanisms.

The findings suggest that Al technologies can significantly improve
operational efficiency by automating complex procedures and reducing
informational frictions inherent in Islamic banking contracts. Moreover, Al-driven
analytical tools enhance risk assessment and decision-making, particularly in
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profit-and-loss sharing arrangements where uncertainty and information asymmetry
are prominent. These improvements contribute not only to financial performance
but also to the ethical objectives of Islamic finance, including fairness,

transparency, and social responsibility.

At the governance level, the study highlights the potential of artificial
intelligence to support Sharia supervisory processes through continuous monitoring
and compliance screening. When designed with sufficient transparency and
explainability, Al-based systems can strengthen Sharia governance rather than
undermine it. However, the analysis also underscores that uncritical adoption of
opaque or biased algorithms may conflict with core Islamic principles, thereby
posing ethical and institutional risks.

Overall, the study confirms that the integration of artificial intelligence into
Islamic banking is both an opportunity and a challenge. Its success depends on the
extent to which technological capabilities are aligned with Sharia objectives and
supported by appropriate governance frameworks.

Theoretical Implications

From a theoretical standpoint, this paper contributes to the literature by
offering an integrated conceptual framework that links artificial intelligence with
the institutional foundations of Islamic banking. Unlike existing studies that focus
narrowly on technological applications, this research emphasizes the ethical and
governance dimensions that distinguish Islamic finance from conventional banking.

By framing Al as an institutional mechanism rather than a neutral tool, the
study extends the discussion on digital transformation in Islamic finance and
highlights the relevance of Maqasid al-Sharia as a guiding framework for
technological innovation (Chapra, 2008). This perspective enriches the emerging
literature on ethical finance and digital governance.

Practical and Policy Implications

The findings carry several practical implications for Islamic banking
practitioners and policymakers. Islamic banks should adopt artificial intelligence
within a clearly defined governance structure that ensures human oversight,
transparency, and accountability. Investment in explainable Al systems is essential
to maintain trust among customers, regulators, and Sharia supervisory boards.

For policymakers and standard-setting bodies, the study underscores the need
for developing regulatory frameworks that address Al adoption in Islamic finance.
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Such frameworks should integrate data governance, algorithmic accountability, and
Sharia compliance to provide clear guidance for financial institutions (IFSB, 2021).

n the Algerian context, the implementation of artificial intelligence in Islamic
banking must be aligned with the provisions of the Law on Money and Banking
(Loi sur la monnaie et le crédit), which governs financial institutions and regulatory
practices. While the current legal framework provides a foundation for banking
supervision, it does not yet explicitly address the challenges associated with Al-
driven financial services.

This creates both a constraint and an opportunity. On the one hand, the
absence of specific Al regulations may slow adoption due to legal uncertainty. On
the other hand, it allows policymakers to proactively design adaptive regulatory
frameworks that integrate data governance, algorithmic transparency, and Sharia
compliance.

Therefore, regulatory authorities in Algeria are encouraged to develop
specialized guidelines for Al in Islamic finance, drawing on international standards
while ensuring consistency with national legal and institutional structures.

Limitations and Future Research Directions

As a conceptual study, this research is subject to certain limitations. The
analysis does not rely on empirical data or case studies, which limits the ability to
assess the quantitative impact of Al adoption on Islamic banking performance.
Future research could address this gap by conducting empirical investigations or
comparative case studies across different Islamic banking jurisdictions.

Further studies may also explore customer perceptions of Al-driven Islamic
banking services, the role of fintech collaborations, and the development of
standardized Sharia guidelines for artificial intelligence applications. Such research
would contribute to a more comprehensive understanding of AI’s role in shaping
the future of Islamic finance.
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