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Abstract: Islamic fintech represents one of the most significant manifestations of digital
transformation in the Islamic financial sector, uniquely blending technological innovation with
Shariah-compliant principles to deliver novel financial services. This study aims to examine
the current state of Islamic fintech by reviewing leading platforms that leverage advanced
technologies—such as blockchain and artificial intelligence—and by highlighting the
regulatory, legal, and Shariah-related challenges confronting this dynamic sector. The research
adopts an analytical methodology grounded in a comprehensive literature review and real-
world case studies.

Findings reveal that Islamic fintech holds substantial potential to enhance financial inclusion
and support small and medium-sized enterprises (SMEs). However, it faces critical obstacles,
including the absence of a unified regulatory and Shariah framework, a shortage of qualified
professionals, and high innovation costs. Based on these insights, the study proposes practical
recommendations to foster a supportive ecosystem for Islamic fintech, notably the
establishment of internationally harmonized Shariah standards, increased investment in digital
infrastructure, and the development of specialized human capital.
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Introduction:

In today’s digital era, advanced technology has become a cornerstone of economic and
social transformation. Across all sectors, institutions are increasingly investing in digital
infrastructure—particularly in finance, where speed, cost efficiency, and instant service
delivery have become critical competitive advantages. As Islamic banks continue to attract a
growing customer base, the integration of financial technology (fintech) has become
imperative, especially in a global landscape rapidly shifting toward fully digital operations. The
anticipated revolution in digital currencies further underscores the promising future of this
domain.

Islamic financial institutions have actively responded to this digital shift by developing
Shariah-compliant digital platforms and enhancing their capacity to harness modern
technologies. This momentum has been notably accelerated by global crises—such as the 2008
financial crisis and the COVID-19 pandemic—which highlighted the resilience and efficiency
of digital financial services. Consequently, electronic transactions have gained widespread
adoption due to their multiple benefits, including enhanced financial inclusion, improved
customer accessibility, reduced operational costs, and the ability to meet financial needs swiftly
and securely.
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Research Problem
Intensifying competition among Islamic banks has driven them to innovate and digitize
their products and services in strict alignment with Islamic Shariah principles, aiming to
maintain market relevance and meet evolving customer expectations.
This study is anchored in a central research question: To what extent is fintech essential for
Islamic banks, how widely has it been adopted, and what is the current state of Islamic fintech
alongside the challenges it faces within the Islamic banking sector?
Research Objectives
The study pursues the following objectives:
- To clarify the concept of fintech and explore its potential applications and strategic
advantages within the Islamic banking framework.
- To identify the key barriers hindering the adoption of fintech in Islamic banks and
propose viable solutions to overcome them.
Significance of the Study
This research contributes to the academic and practical discourse by shedding light on the
concept of fintech, emphasizing its relevance to Islamic financial institutions, and evaluating
their current capacity to integrate modern technologies. It further provides a timely assessment
of the existing landscape and the structural, regulatory, and Shariah-related challenges
impeding progress in this field.
Research Methodology
The study employs a descriptive-analytical approach. It begins by defining fintech
conceptually and then critically analyzes its role and impact on Islamic financial institutions,
aiming to deliver a comprehensive and integrated understanding of its applications,
opportunities, and constraints.
I. Fintech in the Age of Digital Innovation
The continuous advancement of technology has triggered a profound transformation in
banks and financial institutions, steering them decisively toward digital financial operations.
This shift seeks to save time and effort, reduce operational costs, and deliver higher-quality,
more efficient financial services.
1.1 . The Concept of Fintech
The term “technology” originates from the Greek language, combining “techno”
(meaning art, craft, or skill) and “logia” (meaning study or science). Some scholars trace the
root “techno” to the broader concept of applied science, often translated in Arabic as “technical
methods” or “applied science.” Technology, in this sense, serves as an essential enabler that
enhances human life and promotes societal well-being. (Al-Jaballah & Ben Amrouche, 2021,
p. 121)
From a technical standpoint, the Basel Committee defines fintech as:
= “Any technological or financial innovation that results in a new business model,
application, process, or product, and that has a material effect on financial markets and
institutions” (Abdul Rahim & Qadooz, 2018, pp. 13-18).
Similarly, the Digital Research Institute in Dublin, Poland, describes fintech as:
= “Modern technological inventions and innovations in the financial sector, encompassing
digital software applications used for financial operations such as money transfers,
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currency exchange, profit-sharing calculations, and forecasting investment returns,
among other banking functions” (Harfouch, 2019, pp. 727-730).

More broadly, fintech can also be understood as an integrated ecosystem comprising
hardware, software, core systems, human capital, organizational structures, and the broader
socio-economic environment—all working in concert to achieve superior outcomes, enhance
societal efficiency, and improve living standards (Al-Ayashi, 2019, pp. 30-31).

1. The Meaning of “Fintech”

The term “fintech” refers to any organization operating at the intersection of finance and
technology, aiming to deliver innovative or disruptive technological solutions to end-users.
These entities are often startups seeking to capture market share by challenging traditional
financial service providers (Jean-Hervé, 2016, p. 12).

2. A Comprehensive Definition of Fintech

Building on the definitions presented above, fintech can be understood as a suite of
financial products and services delivered to individuals and businesses through modern
technological tools. While rooted in the foundational principles of traditional financial services,
fintech distinguishes itself by offering solutions that are more advanced, user-friendly, faster to
execute, and significantly more cost-effective.

1.2 Key Characteristics of Fintech

Fintech exhibits several defining characteristics that have rendered it a powerful catalyst for
transforming and streamlining financial services. The most prominent of these include (Msahel,
2007, pp. 41-42) :

1. Speed in Transaction Execution

Speed is among fintech’s most notable advantages. Information systems automate data
processing, transfers, calculations, and other operations with remarkable efficiency—far
surpassing human capabilities. This feature has drastically reduced the time required to process
financial information and execute transactions.

2. Bridging Distances and Enabling Remote Connectivity

Fintech facilitates the instantaneous transfer of vast volumes of data across global
locations, effectively collapsing geographical barriers and minimizing communication delays.
This enables seamless cross-border financial operations without logistical or temporal
constraints.

3. High-Capacity Data Storage

Advancements in electronic storage media and database management systems now allow for
the storage and rapid retrieval of enormous datasets. Users can access extensive information
instantly, regardless of its physical or virtual location.

4. Flexibility of Application

Flexibility is a core attribute of fintech. Its tools and applications can be deployed across
diverse domains—not only in finance but also in economic, administrative, and service
sectors—broadening its utility and amplifying its impact.

1.3 The Historical Evolution of Fintech

Fintech is not a recent phenomenon; rather, it is the culmination of a long trajectory of
technological and financial innovation. This evolution can be divided into three distinct phases:
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Phase 1 (1866-1967): The Dawn of Digital Finance
This era marked the initial integration of technology into financial services. Key
milestones included the laying of the first transatlantic telegraph cable and the invention of the
automated teller machine (ATM), which together signaled the emergence of digital technology
in finance.
Phase 2 (1967-2008): Accelerated Financial Innovation
During this period, fintech adoption surged compared to traditional financial institutions.
Innovations such as electronic payment systems, ATMs, online banking, and automated
clearinghouses revolutionized how financial services were delivered and managed.
Phase 3 (2008-2024): The Age of Data and Innovation Investment
Following the 2008 global financial crisis, a wave of agile fintech startups emerged,
offering direct-to-consumer and business solutions—such as mobile payment platforms and
digital financial marketplaces—powered by big data analytics and cutting-edge technologies.
This phase is characterized by the strategic exploitation of data as a core asset, opening new
frontiers for intelligent, efficient, and personalized financial services.
1.4 Key Success Factors for Islamic Finance in the Digital Age
In the context of rapid digital transformation, the Islamic finance industry stands at a
pivotal juncture—with a golden opportunity for growth and global expansion, provided it
embraces modern technological tools and adapts to contemporary demands. Achieving this
requires focusing on several foundational success factors:
1. Enhancing Customer Experience with a Human-Centric Approach
Customer experience is a primary driver of innovation in financial services, particularly
in Islamic fintech. Designing digital financial solutions that align with users’ needs and
expectations fosters satisfaction and long-term loyalty. This entails developing intuitive, secure,
and Shariah-compliant platforms that deliver a seamless and positive user journey (Hazik,
Hassnain, & Blockchai, 2019, p. 181).
2. Flexibility and Scalability: Pillars of Adaptation and Sustainability
Flexibility refers to an institution’s ability to respond dynamically to market shifts and
unforeseen challenges, while scalability denotes the capacity of its technological and
operational infrastructure to expand in line with growing customer bases and transaction
volumes—without compromising quality or efficiency. Strategic investment in adaptable
systems, robust networks, and modular operational frameworks is essential to enable rapid,
sustainable growth across diverse markets (Alioui & Mouziane, 2022, pp. 87-106).
3. Building an Integrated Islamic Fintech Ecosystem
The success of Islamic fintech hinges not only on traditional financial institutions but also
on a collaborative, multi-stakeholder ecosystem comprising:
e Regulatory and supervisory authorities
e Islamic fintech firms
« Islamic financial institutions
« Venture capital and investors
o Government agencies
o Shariah advisors and research centers
e Media platforms
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e Academic institutions

The importance of this ecosystem intensified after the COVID-19 pandemic, which
underscored the urgent need for innovative digital financial solutions—particularly in Islamic
banking. During this period, fintech startups played a crucial role in introducing novel digital
services, fostering greater synergy between traditional institutions and agile tech-driven players
(Rabbani & N. , 2021).

Notably, global Islamic banking served approximately 100 million customers in 2020,
yet its potential market is estimated to be six times larger—highlighting a significant inclusion
gap that Islamic fintech can effectively address, especially in reaching financially excluded
populations (Mousouni & Mohammadi, 2023, p. 383).

4. Investing in Cybersecurity: Ensuring Trust and Safety

As reliance on digital data grows, cybersecurity has become indispensable for building
trust between users and digital financial providers. Given that fintech platforms handle highly
sensitive personal and financial information, they are prime targets for cyberattacks and fraud.

Consequently, investing in advanced security systems and adhering to international
cybersecurity standards are critical for institutional resilience and credibility. Such measures
not only protect customer rights and data integrity but also reinforce the transparency and
reliability expected—especially in the Islamic finance sector, where trust and ethical
compliance are paramount (Jean-Hervé, 2016).

Il. The Current State of Islamic Fintech in Financial Institutions

With the expanding global footprint of Islamic financial institutions, there is increasing
urgency to align with international developments—both by enhancing service quality and by
integrating cutting-edge technological innovations into operational workflows.

Islamic fintech has played a pivotal role in enabling this transformation by providing
specialized, Shariah-compliant digital solutions. These tools have empowered institutions to
improve operational efficiency, enhance transactional accuracy, and deliver superior customer
experiences.

As a result, Islamic fintech has evolved from a supplementary option into a strategic
imperative—essential for Islamic banks to keep pace with the rapid digitization of the global
financial landscape and to compete effectively in an increasingly dynamic and technology-
driven market.

I1.1. The Concept of Islamic Fintech

Islamic fintech is defined as the use of modern technologies—particularly in the fields of
artificial intelligence and information technology—to deliver financial products and services
that align with the principles and rulings of Islamic Shariah (Ben Aichouba & Seddikawi, 2021).

This concept has emerged in response to the accelerating pace of global digital
transformation, aiming to meet the growing need of Islamic financial institutions for innovative,
efficient, and Shariah-compliant technological solutions.

Other scholars have offered complementary definitions:

« Islamic fintech is the application of contemporary financial technologies to serve the
operational and strategic needs of Islamic financial institutions, designed in a manner
that upholds the ethical and jurisprudential foundations established by Islamic law
(Mustafa, 2020).

281



JOoERRE: ISSN: 2392-5353 (Printer)

Journal of economics studies and researches in renewable energies E-ISSN: 2661-7528 (Online)

JOERRE 2025, 12(02), 277-290, https://asjp.cerist.dz/en/PresentationRevue/466

e It may also be described as the collection of Shariah-compliant banking and financial
products, services, and digital applications adopted and offered by Islamic financial
institutions.

Given the rapid expansion of Islamic fintech and its increasingly vital role in enhancing
the competitiveness of the broader Islamic finance sector—and Islamic banks in particular—
academic conferences and symposia involving Shariah scholars are actively working toward
establishing clear, harmonized guidelines. These efforts aim to reinforce user confidence and
ensure the Shariah integrity of digital financial innovations.

I1.2. Shariah Legitimacy of Fintech Innovations in Islamic Banking

The permissibility of adopting fintech innovations—such as smart contracts,
crowdfunding, digital currencies, and blockchain technology—has been addressed through
various fatwas and scholarly research. The following represent key jurisprudential positions
issued to guide Islamic financial institutions:

e In a fatwa by Dr. Ali Muhyi al-Din Al-Qaradaghi on the Shariah ruling concerning
digital currencies, the following was stated:

“Electronic and algorithmic technologies—including blockchain and related systems—
are scientifically and Shariah-compliant as long as they are not employed for prohibited
purposes. On the contrary, Muslims are encouraged to utilize such technologies for legitimate
and beneficial ends.”

However, regarding cryptocurrencies such as Bitcoin, the fatwa clarifies:
“Given that Bitcoin and similar digital currencies are actively traded, speculated upon, and
treated as commaodities, their current form is deemed impermissible—not due to their intrinsic
nature, but because of the prohibited means through which they are commonly used” (Hassiba,
Kasehi, & Berani, 2022, pp. 10-11).

e Shariah Standard No. 38 on “Online Financial Transactions,” issued by the Accounting
and Auditing Organization for Islamic Financial Institutions (AAOIFI), explicitly
prohibits the promotion of haram (forbidden) goods or services via digital platforms. At
the same time, it permits the conclusion of financial contracts through the internet—
such as opening accounts, executing fund transfers, or entering commercial agreements.
The standard also allows Islamic institutions to provide internet connectivity or digital
access services to users through subscription or service contracts in exchange for a
defined fee (Islamic Accounting and Financial Auditing Authorit, 2017, pp. 959-977).

I11. A Comparative Analysis of Conventional and Islamic Fintech

Fintech (Financial Technology) encompasses a broad spectrum of digital services and
applications, including—Dbut not limited to:

= Digital financial services

Interest-based lending

Conventional insurance (takaful is excluded)

Equity trading

Artificial intelligence-driven applications
In contrast, Islamic Fintech represents a modified and ethically adapted version of
conventional fintech, specifically designed to align with Islamic Shariah principles. Its defining
feature lies in the integration of Islamic ethical and jurisprudential values into the design and
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delivery of financial products and services. While many technological applications may be
shared between the two models, Islamic Fintech is distinguished by specific Shariah-based
requirements that shape its content, structure, and operational execution (Abu Zaid, 2022).

The Core Principle of Islamic Fintech: Shariah Compliance.

The foundational requirement for any fintech application operating within an Islamic
framework is strict adherence to the rulings of Islamic Shariah. Consequently, no digital service
or platform may involve:

e Causing harm (darar)

o Deception or fraud (ghish)

o Hidden or unjustified fees

e Prohibited elements such as riba (interest/usury), maysir (gambling), or excessive
gharar (uncertainty)

Therefore, every Islamic fintech product must undergo rigorous Shariah screening and
certification to ensure full compliance with Islamic teachings (Irum, Rehana, & Imran, 2019).
1. The Fundamental Difference Between the Two Models

In essence, the primary distinction between conventional and Islamic fintech lies in their
underlying value systems. While conventional fintech prioritizes operational efficiency and
profitability alone, Islamic fintech harmonizes technological innovation with ethical and
Shariah-based governance. This dual focus makes Islamic fintech a compelling choice for
clients seeking modern, digitally enabled financial services without compromising their
religious principles.

IV. Leading Islamic Fintech Platforms

In recent years, a number of specialized digital platforms have emerged in the Islamic
fintech space, offering innovative, Shariah-compliant financial solutions. Below is an overview
of the most prominent platforms and their contributions:

1. Liwwa — SME Investment Platform
= Establishment: Founded at Harvard University in 2013; officially launched operations
in 2015.
= Function: Provides financing to small and medium-sized enterprises (SMESs), with loan
sizes up to USD 100,000.
= Geographic Reach: Initially launched in Jordan, later expanded to Egypt.
= Funding Volume: Facilitated approximately USD 78 million in financing by 2022.
= Shariah Compliance: Avoids interest-based transactions; operates under the murabaha
(cost-plus sale) model as its core Islamic financing structure.
= Mission: To deliver innovative, Shariah-compliant financing solutions tailored to SMEs
(Liwwa, n.d).
2. Beehive — Peer-to-Peer Financing Platform
o Establishment: The first direct peer-to-peer (P2P) crowdfunding platform in the Middle
East and North Africa (MENA) region.
e Headquarters: United Arab Emirates.
e Function: Connects experienced investors with creditworthy businesses to create
mutually beneficial partnerships.
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Technology: Leverages digital solutions to reduce costs and eliminate the complexities
of traditional financing.

Shariah Compliance: Independently licensed and fully certified as Shariah-compliant.
Services: Offers equity investment opportunities, financing, and grants. Beehive is
widely recognized as a pioneer in successfully integrating digital technology with
Islamic finance principles in the direct lending space.

3. IFIN - Islamic Finance Innovation Network

Establishment: Launched in 2014 through a collaboration between Path Solutions (a
fintech company) and IFAAS.

Focus: Specializes in developing Shariah-compliant digital software and solutions,
particularly for micro, small, and medium-sized institutions.

Vision: To redesign financial products and services to be more inclusive, profitable, and
sustainable.

Shariah Assurance: All products undergo review and approval by recognized Shariah
supervisory boards.

IFIN stands as a leading model for the effective fusion of technology and Islamic
finance.

4.Nasdaq Dubai — Innovative Murabaha Platform

Establishment: Launched by Nasdaq Dubai in partnership with Emirates Islamic and
Emirates Islamic Financial Brokerage.
Objective: To enhance the efficiency and reliability of Islamic financing mechanisms
through technological innovation.
Target Users: Both individual and corporate clients.
Shariah Oversight: Operates under the supervision of a dedicated Shariah board and
utilizes Shariah-certified instruments.
Launch Date: Officially introduced in 2014 as part of the AIB (Asset-Backed
Investment Account) crowdfunding investment platform.
Recognition: Showcased as a practical case study at the Global Islamic Finance Forum
in 2016 as an innovative model integrating technology with Islamic banking
transactions (Chalouh, 2021, pp. 405-413).
This platform represents a significant advancement in digitizing Shariah-compliant
banking operations.
Smart contracts—self-executing agreements encoded with predefined terms and
conditions using mathematical algorithms within a decentralized blockchain
framework—are evaluated on a case-by-case basis according to their specific structures
and stipulations (Al-Ayashi, 2019, pp. 236-287).
When deployed on private blockchain platforms or digital marketplaces, such contracts
are generally permissible, provided they adhere to essential Shariah conditions, most
notably:

e Avoidance of riba (interest/usury),

o Elimination of excessive gharar (uncertainty or ambiguity), and

o Compliance with the general permissibility of the underlying transaction.
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Consequently, Islamic financial institutions must operate within a robust Shariah
governance framework when integrating fintech solutions. Technological innovation must not
override core Islamic principles; rather, it should be guided and constrained by ethical and
jurisprudential boundaries to ensure legitimacy, transparency, and public trust.

N 7N

Speed ) 5 .
Trading Certificates Offering cash financing
Efficiency
Flexibility
Islamic Banks
Institutions Nasdaq Dubai

Islamic Windows in

RV SV [V T Conventional Banks

Individuals

Islamic Finance Companies

Figure 1: Operational Mechanism of the Nasdag Dubai Murabaha Platform
Source: Prepared by the researcher

5. Finterra — The Wagqgf Chain Platform
= Establishment: Founded in 2018 and headquartered in Geneva, with operational hubs
in Malaysia, Singapore, Hong Kong, Abu Dhabi, and New York.
= Nature: A non-profit organization.
= Technology: Utilizes blockchain technology to manage and administer wagf (Islamic
endowment) assets.
= Function: Facilitates the collection, management, and transfer of wagf funds through
smart contracts linked to specific waqf-based projects.
= Social Obijective: Aims to unlock the potential of underutilized wagf assets to fund
social initiatives such as mosques, hospitals, and schools.
= Innovation: Finterra is a pioneer in leveraging modern technology to enhance
community development through Islamic wagf. It represents an innovative model that
integrates digital tools with charitable giving within an Islamic ethical framework
(Sassi, 2019, p. 152).
6. I-DINAR: The Gold-Backed Islamic Digital Currency Platform
Amid growing demand among Muslims to avoid interest-based transactions and
disengage from conventional banking systems, alternative Shariah-compliant financial
solutions have become essential. This need has catalyzed the emergence of gold-backed digital
currencies as an innovative response that merges technological advancement with financial
stability.
One prominent example is:
I-DINAR, a digital currency fully backed by physical gold, where each unit represents
one gram of pure gold (One Gram).
The platform was designed as a stable alternative to volatile cryptocurrencies like Bitcoin
and Ethereum, which face Shariah concerns due to their speculative nature and lack of
transparency (Chalouh, 2021, pp. 405-413).
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Key Features of I-DINAR:
= Stability: Its value is anchored to gold—one of the world’s most stable assets.
= Shariah Compliance: Offers a suitable investment vehicle for ethically conscious
Muslim investors.
= Resilience: Provides a hedge against global economic and financial volatility.
Global Impact:

I-DINAR has demonstrated effectiveness not only across the Arab region but also in
numerous Muslim-majority countries and even in select Western markets increasingly open to
Islamic financial systems. This is largely due to the proven resilience of Shariah-compliant
finance during crises—particularly the 2008 global financial crisis—where its grounding in real
economic activity and avoidance of interest-based instruments offered a more stable alternative
(Al-Najdawi & Ghassan, 2023, p. 170).

7. Blossom Finance
= Establishment: Launched in 2014 to deliver innovative, Shariah-compliant financial
products through modern technology.
= Practical Application: Since 2015, Blossom has supported microfinance institutions in
Indonesia by connecting them with international investors to fund poverty-alleviation
projects.
= Technological Innovation: The platform employs blockchain technology to issue
smart sukuk (Islamic bonds), enabling institutions to raise capital efficiently and at
lower costs from global investors.
Smart Sukuk Mechanism:
Investors receive ownership shares in the underlying asset via sukuk tokens.
Periodic returns are distributed by the issuing institution.
Sukuk holders may retain their tokens until maturity or trade them on a secondary market.
Built on the Ethereum blockchain, the smart contracts encode all terms directly into the token,
ensuring transparency and automatic execution.
Islamic Distinction:

Blossom’s smart sukuk represent a genuine Islamic financial instrument that allows
investors to participate in real economic projects without engaging in Shariah-prohibited
transactions (Melody & Mouziane, 2022, pp. 87-106).

Institutions seeking financing can issue smart sukuk through Blossom Finance, which
pools investor capital in exchange for digital tokens representing partial ownership. Through
blockchain, returns are automatically distributed to token holders according to pre-programmed
smart contract rules—eliminating the need for traditional banks or financial intermediaries upon
full repayment by the issuing institution (Blossom Finance, n.d).

This model exemplifies a successful integration of modern technology and Islamic finance,
delivering:

= Transparency.

= Operational efficiency.

= Cost reduction.

= Broader access to Shariah-compliant investment opportunities.
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V. Challenges Facing Islamic Fintech
Despite its significant potential, Islamic fintech faces several barriers that hinder its
effective growth and adoption. These challenges can be grouped into four key categories: high
costs, regulatory and legislative gaps, shortage of qualified human capital, and Shariah-related
complexities.
1. High Technology Costs
The substantial investment required to adopt fintech solutions remains a major obstacle—
particularly for small and medium-sized Islamic institutions. To mitigate this, stakeholders are
exploring cost-effective alternatives such as mobile-based services and internet-enabled
financial operations, which reduce overhead and enhance service efficiency.
2. Regulatory, Supervisory, and Legislative Challenges
The fast-paced digital environment demands robust, adaptive regulatory frameworks
capable of accommodating innovation in Islamic finance. Key issues include:
= The absence of clear, standardized regulations for digital financial products.
= The need for centralized supervisory mechanisms responsive to market dynamics.
= While some countries have introduced fintech-specific laws and established regulatory
sandboxes to test innovations in controlled environments, global harmonization remains
lacking.
= Greater international legislative and institutional cooperation is essential to overcome
regulatory fragmentation and enhance the global competitiveness of Islamic fintech.
3. Shortage of Qualified Human Capital
Human expertise is pivotal to successful digital transformation. Islamic fintech requires
professionals who combine:
= Advanced technical skills in digital technologies.
= Deep understanding of Islamic financial jurisprudence.
= The current gap in such dual-competency talent increases operational risks and weakens
defenses against cyber threats, fraud, and data manipulation. Hence, there is an urgent
need for digital education programs and e-learning platforms to cultivate a new
generation equipped to navigate both technological and Shariah dimensions.
4. Shariah-Related Challenges
Shariah compliance remains one of the most complex hurdles, primarily due to:
= The lack of a unified international Shariah framework for fintech
= Inconsistent practices among Shariah supervisory boards across institutions
= Reactive rather than proactive involvement—most boards review products only after
development, rather than co-designing them.
To address this, the sector requires:
= Internationally harmonized Shariah standards for Islamic fintech.
= Ongoing research to develop new Shariah-compliant financial instruments.
= Empowered Shariah boards with active roles in product design and innovation.
= Overcoming these challenges demands a strategic, multi-stakeholder approach:
investing in digital infrastructure to reduce costs, reforming regulatory frameworks to
foster innovation, building dual-skilled human capital, and unifying Shariah

287



JOoERRE: ISSN: 2392-5353 (Printer)

Journal of economics studies and researches in renewable energies E-ISSN: 2661-7528 (Online)

JOERRE 2025, 12(02), 277-290, https://asjp.cerist.dz/en/PresentationRevue/466

governance. Only through such comprehensive efforts can Islamic finance realize its
full potential and secure a leading role in the global financial system.
VI. Conclusion

In an era of rapid financial transformation driven by digital innovation, Islamic fintech
has emerged as a strategic paradigm that harmonizes technological advancement with Shariah
principles, offering a distinctive model for modern financial services.

The review of leading platforms—such as Liwwa, Beehive, Blossom Finance, I-DINAR,
and Finterra—demonstrates the sector’s vast economic and social potential, particularly in
advancing financial inclusion, empowering SMEs, and enabling Islamic institutions to respond
confidently to global challenges.

Nevertheless, significant obstacles remain. Realizing the full promise of Islamic fintech
requires coordinated efforts among regulators, financial institutions, Shariah authorities, and
educators to build a supportive, innovation-friendly ecosystem.

Ultimately, investing in Islamic fintech is not merely a technological choice—it is a
strategic commitment to the future of the Islamic economy and a powerful vehicle for achieving
sustainable development rooted in ethical values and aligned with the demands of the digital
age.

Findings
Based on the analysis presented, the following key findings emerge regarding the nature
and future of Islamic fintech:
= |slamic fintech represents not just a technological upgrade, but a strategic
transformation that integrates digital innovation with Shariah compliance to deliver
modern, ethical financial services.
= Digital platforms such as Liwwa, Beehive, Blossom Finance, and I-DINAR exemplify
pioneering models that leverage Al, blockchain, and gold-backed digital currencies—
enhancing trust in Islamic financial products.
= Shariah compliance is the cornerstone of all Islamic fintech offerings, necessitating
active, early-stage involvement of Shariah boards—not merely post-hoc approval.
= Despite its promise, Islamic fintech faces real challenges: high digital transition costs,
fragmented regulations, a shortage of dual-skilled talent, and the absence of unified
international Shariah standards.
= [Islamic fintech holds strong potential to achieve financial inclusion, particularly for
underserved populations and SMEs in Muslim communities.
= Investment in digital infrastructure and e-learning is critical to developing a workforce
capable of managing both technological and Shariah complexities.
= |slamic fintech is poised to shape the future of the Islamic economy and contribute to a
more just, resilient, and sustainable global financial architecture.
Recommendations

In light of the above findings, the following practical recommendations are proposed to

support the growth and institutionalization of Islamic fintech:
= Promote investment in digital infrastructure for Islamic financial institutions to facilitate
digital transformation and reduce operational costs.
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= Develop a unified global regulatory and legislative framework for Islamic fintech to
foster innovation and provide a secure environment for startups and established players
alike.

= Establish dedicated regulatory sandboxes for Islamic fintech to test new products under
supervised conditions before market launch.

= Strengthen collaboration between Islamic financial institutions, Shariah boards, and
technology developers to ensure Shariah compliance is embedded from the earliest
design stages.

= Launch specialized training programs and certifications in Islamic fintech through
partnerships between universities and e-learning platforms to address the human capital
gap.

= Encourage interdisciplinary research and fund joint Shariah-technology studies to
develop innovative, compliant financial instruments.

= Adopt and scale proven models such as smart sukuk and gold-backed digital currencies
(e.g., I-DINAR) as trusted templates for future Islamic digital finance.

= Raise public awareness among customers and investors about the benefits of Islamic
fintech in promoting financial inclusion and supporting the real economy.

= Encourage central banks and governments in Muslim-majority countries to support and
fund Islamic fintech startups as key drivers of sustainable economic development.
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