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Abstract

Islamic banking in Pakistan began with the establishment of Meezan Bank
in 2002. Today, the sector has become an important part of the country’s
financial system. According to the latest Islamic Banking Bulletin
(December 2025) of the State Bank of Pakistan (SBP), Islamic Banking
Institutions (IBIs) have consistently shown strong growth and are proving
to be more resilient than conventional banking.

6 Full-fledged Islamic Banks (Full-fledged IBs) + Islamic Banking
Branches (IBBs) and Windows of 15 conventional banks.

lamic banking has shown a more stable performance than conventional
banking despite economic challenges (such as inflation, interest rate
fluctuations).

Constitutional and policy context

The 26th Constitutional Amendment mandates the abolition of interest
(riba) across the country by January 1, 2028. The SBP has asked all banks
for Islamic conversion plans and the target of a 30% market share was set
under the 2021-25 Strategic Plan (which is currently at 22.9%, but is
growing rapidly).

In the present era (2026), Pakistan’s Islamic banking industry is
expanding rapidly and has become almost a quarter of the total banking.
It is not only increasing financial inclusion but also offering a model of
economic stability and ethical financing. With the supervision and
constitutional support of the SBP, a transition to a fully Islamic system
is possible by 2028. !

Keywords: Islamic Banking, State Bank of Pakistan, Riba Abolition,
Financial Inclusion, Meezan Bank, Economic Stability, Shariah
Compliance

Al-Manhal Research Journal (Vol 6, Issue 1, 2026: January-March)



84 ff&m@}q@/lui‘/»,w:d/@du/luﬁul“f@

S w“uh_bw
GG S 9 F S S
‘.;guééw»‘av&w‘wwﬂ/vmL(wéy@wgﬂ/[d@dm
uzrb/mﬁt_+b/f/JL/yuﬁ?’iw[}yw‘;fu)ﬂ NS S
8550LE G e G E S E b LA
< >+ Mit Ghamr Savings Bank Uls LG & 2 s brs £ S a2 55
Sl Ao b bl {/ﬁz-‘atlgwj’ Jediale ¥ 2yt
Islamic Development 1975 U1 4 -JJ’}"ZD’/ J%)Jﬁ le muﬂﬁé oyt
T e e f Ut SO st 8 ST e G S Bank
-d}cf»ﬁ/«)i@d/u:flﬁ&w
umﬁ'%u}“ﬁménc’/‘/vfgﬁ’guﬁémfl980&Jd/@dwg:uwg
i 4’. L § Sl L State Bank of Pakistan 2T & -2 Z 2000 .flmf&(a
mf“ju/?ubé.,@dmfhv[eezan Bank U%2002 L1/ i s 8 LA
- /gw@“?/*é“mé_d@dwwz&ﬁ:f =3 A
& K S Sl 03225 L"/:‘LA/“/, Sy olr L szl & b G 3
J;Lwéu/@, &uwg‘%u@ﬂ’ﬂ;—Jﬁ&;&ﬁ-wh&g}f%l,jw
d//""u{:d/gész“;ulwydﬂ?‘génufj(legal replication)/..’.'y(f/:'vg'
et A
(2025-2026)5 st =3lms 27 S S i S ]
State Bank < /s £ 5265 (5162 UL & S (1L uﬁu("/guﬁuy/,,)lp
128 1 F L S St Jler £ (2025 o2 $/€x Skl Lof Pakistan
2025, S0 Ll Gomn S GESK A TN B et S =g
e b SSEEEE T et 256 JF e 6,700 el F

Al-Manhal Research Journal (Vol 6, Issue 1, 2026: January-March)



85 ff&m@}q@/lui‘/»,w:d/@du/luﬁul“f@
BE A 65 S5 At 20 06 S Qb $150 S S S oot 4 2 )
u:).J.};&«/{&/ﬁI‘LL"!:/"U;LL’},)”_.&‘/;?%Q’/&VJ/J!J/‘gddlrﬂug)-uj

e b UL murabahah — sl diminishing musharakah (s — U2 b &
2347 2§73 profit-loss sharing (PLS) (A1 A2 (Pb

bk b G 2B e £ i E L § kS F L
e ST 1 S e
dﬁzen(}w(;u;?.)d;dﬂ/l
:‘ab@y’(:ﬁutrutdz,;4/kdﬂ!/¢/dufn
J3\Profit and Loss Sharing (PLS)

S8 o St sl b Uz et S cplor 8 Mo sl e U
FE Ly I & 5 ) LG S I b QL e (ot
S ﬁﬁ
ﬂ;‘l.(ﬁ/,’,ulgwlé?

N7 L Lt fe gy 2 NG oot 51 p 5
e 3l (debt-like) VPP Flest$urg b Ao

ol < 5 s gﬁwgébfy el FE56 sl 2 £ AAOIFI 45&
o 2 Kguga»uns_wz“iuy.‘)ﬂ&ﬁé L Usuler s oo N2r sl S 20
éfLgl/.@u!ﬂt_caug%/l}z[ofjfbf&?d/u’,yb»,ﬁ.uﬁ‘}t’/ﬂ/./’l}?&j@
_‘Lwﬁ’gﬁu,{nJ}uyuéﬁ’}d}Jf/dLﬁ»mJuﬂ
(Research Problem)g}?” L

e T G B o B 201 0 230 K Gt
i G U8 F LB iy F Ul L e o
—c 15 JIE/APLS
:44_&;(9'/&9/(};.@;@&;@/#,

Al-Manhal Research Journal (Vol 6, Issue 1, 2026: January-March)



36 ARSI N S SIS
'/“/Q_.J?mg:%u@ﬂ’(«;u)ﬂ Jgﬁzr_n.jwfuﬁrm{g Sy
PV Y3t G L s Ll PO d}.bf/ «(risk aversion)

PP

Fe U5 b $I O £ wiee 22 AAOIFT U 0] T 47
State Bank ofg/iﬁé/’/:«f:'gcﬁ?lb‘/.:i/&lgul;!ﬁu.?}u?/.f/:ﬁ/'(measurable)
s £z Bato st g p B8 S ea et S hns 0 L Pakistan

it o F SN K e
PRI VI
Sttonte ST
/fuy»é&uﬁlL;,ugu,g}m?éw&‘;éwt{gdwuﬁulﬁg&:";d
,g}/,tu,@du./wﬂfﬂuﬂvuﬁjgél} LJ‘-%?[J;@U:]’I! (jjl,&u,ﬂ/”"
S Al Lo
201sdf,",érﬁund’tif;u,d/@dwwV@dufid"(éuufgu:/%/’u
R I T Y e 5T &l FL2025
L S G gu
LM I LE N P el S $n e 5 S5 S
e £ 5875 L (slamic Economic Thought) £ (§ b $it et fez_bbkszp b
(moral (* §br 161 L1 K LIV S 32 5a Pl St -2l Wy U
.:.,é?d}(//u)!;uyuﬁ (risk) o &2 ssletc |~ ufJ?‘L(/'G'/?economic order)
Y
/f.ggj;lﬁlﬁ(}zﬁ'uéb*({u
/;i/;.’yd/u’!/’i/u&b»ﬂt’:%”/LJJI}LJ;”/.:;/ﬁ'dg:’/&’]VJPU:J!‘JL.}T;
se BTV 30 2 Pt o Lt B EK b 6 F G
b C el S8 3PS o 2o 1

Al-Manhal Research Journal (Vol 6, Issue 1, 2026: January-March)



87 ff&m@}q@/lui‘/»,w:d/@du/luﬁul“f@

Gea bl b & (price of capital) e § b o Ut B S b 40
Fuore § KCoF 2etbld” Sy L1 b ot F o G
e AU L L G SR,
e bt i 3L S iUk
Jlﬂﬁh&fo)ﬁréd/@dwﬂ:ff/ufd‘uéb»/ﬂ{:&w,o}f,t/ﬁ
-‘LLZJJf@“JE%d}J&:’;J'J’fg?ujim/“/.iuﬂ'
@élﬁﬁ@l,&,b‘/}lﬁu}
31 (gharar) u?’ﬁ‘uﬁu;,«,b».ﬁffufdng J@/J/ 4O N 1%
derivatives #—;,UT&L,JL,g,ga_‘gﬂu!}ai"uﬂ'{/(maysir) Ux,”/(/UL}?dg
_uj;;{bgdﬂlo‘i;,l&’igij/@dw*!uﬁgzgé speculative instruments — s
(organized (3 & los? — =i 4o P iy ot JU1 U $ e S 53 2 A
d/é:, L2 s LVQ’{L};’G' tf; uy’f‘a LB Jir o U il Ltawarrug) —
ayhdw‘iﬁr‘adﬁd/form versus substance ,‘wﬁutﬂﬁ&b»fugugf’/
< zc«&’d?ﬁ/uﬁ'éﬁdkﬁ
)'51},6/.&&'41}?&/
LL@,@V o) 2 0 R0 tf} uLQZ:LL(/’l?/?JfL risk transfer /v/;b ol U § s
risk ,/‘J u"t,» S f/, Lw_‘gttgnJ‘"éLu4&}4/¢J‘(0/5d/g,/{,é
-ujLn":ﬁuﬁ'ﬁ}uh:ub@guﬁu’?:‘at’/ﬂsharing paradigm
G It W F it B SUm 61l 28 Sl s
b E B et
Qb st155 B LS A i S8 e A
e o 2 S LA WG WA 4 -t e T 5 i B S
¢ “functional equivalent”gc‘- “substantive alternative” {1 §/6 (§ 11/&/

SLatebe F L fen .

Al-Manhal Research Journal (Vol 6, Issue 1, 2026: January-March)



88 ff&m@}q@/lui‘/»,w:d/@du/luﬁul“f@

7@/'&))&((5/@611/1
Mit Ghamr Savings U% 2 21 % Gbs S 1960 567 Sl o151 6 S S11-1
mg?&u;dw‘.féfdjkmnd,;ﬁ-g,jt{d/{,vmc,g..,@z_;ré_Bank
Sapded” Ld Lo Lol
2l et ST L (g ¥ Islamic Development Bank (~ 1975
B BT A e f Ut 365 Lol P UL st il O
LS L
A $1990-6s e 7 V518 £ S St s S E AUt & S5
_QL@UWJ%LJVJU'JM&:Q)J:@Jﬁd,éf/uﬂiml/’vg’gpjuuﬁ
=ler B33 2 £E AAOIFL F6 U] Al z:f‘fﬁo;ungfdu
(prudential) ubgﬂg Islamic Financial Services Board (/’G' uﬁtﬁu,fé‘é.;/
,“éu’;wﬂuum&w PSS A
uVL.:ﬁgw4}ﬁ7ﬁ(ﬁu§_pufubwubll(¢,uyxwuﬁJL/JC';(»L"
L
66 n St ]
e e P Ui L RS L
A 2 061:(1999-1980) sl o
Ldizrrﬁu(;ing;l}md/g[}(gumﬂb(lfguwK&L&Lmuﬁ‘wm
AP R Iy P
S AE(2010-200001
u’V/U fu};‘ Sk J"(/;l.l{(rills' ._":j/.l:/..ﬁ’d/@ Sk Yon State Bank of Pakistan
_LEuLkd/ﬁ/u’lrgKMeezan Bank uﬁ2002_4d/lg
AF L 72025201005 b 2

Al-Manhal Research Journal (Vol 6, Issue 1, 2026: January-March)



59 ARSI N S SIS
JKu;@)u’f/ﬂuﬁ&v&ﬁﬁm}uﬂ/ﬁ/y;é.dz@dwuté’./m
e LA QA ST A N FLE Tl
s L de AP
:_J'Jugwst‘d“mle.&g}j&idk’ﬂl‘;./uﬁ;/gédj@dm
sl Qo 2132 A Comd U B B Ut F G e G G
NPRYPTIN O PNY RN NI RN SRR RGBS
_‘augu’u"f % { (risk transfer) A1 ot
U?akﬁjﬁjfééj
bie i St B Be L A ri g s sl SKL eltb S
;Lyuiu ﬁ”““'/,w,l./ u%u}f&fd/dﬂ! Sl gl & S ssl A2 |9l
plnk FU
conventional debt (21 - gt st § 30 s St I3, & QLY
S LG e S § o Ut o P WU b £ o3 L contracts
e bR o LG
RS KA e it S LS A
(information asymmetry)/il¥ pa&t)’”

(moral hazard)s & (151
NN PN
SRS
B SIS P Sl § S i B B S 1
&VL‘,J}A‘@L&V&‘:/’y

1P E 3 P L e b P il B ) Nl 5
FhdgurZ st @ e o 08 Aroa Gnd e les
e bl L G

Al-Manhal Research Journal (Vol 6, Issue 1, 2026: January-March)



9 ARSI N S SIS
ufc,//d//.?'t’m:‘agn/}‘a,«Jﬁl;l:?vnfc%dVth/w
B s 2L ST a8 E e tin o D Fb stz
(jéb»g‘%&{t/'lf“i &V&]G’ J/.L;(.‘a&.fa.v&d/substance s form Uz

e bbn il 12
FEEnG

EEF e o Sl e W1 (organized tawarrug) Jv9 (V s a9
GBI Pl a1 p Lesipond ot e 3 fi
“Lt/ﬁl;leLLwlo/}”uﬁul

G F S e L LG5 AAOIFL 45/5'%@}
a,/.éj}&wu,b»d/j/éf&wLqﬁtu"”ﬁt“-ﬁl;u"’/"ff;”‘L/Jf
_‘Lt'(g}’ib/;}
e SN S LE b3 e ts(F LG G114 &
FoQLF LA s 2 S S L 1.5
J}/Lf'léd/@ L}'U/IQWZ:QOZS)J%L)’/@ 1 L State Bank of Pakistan
e FInla F G B8 267 S 2 e M 5L
U@JKJ)!;)‘JM‘J;W

Ju'uﬁuj;gﬁ_fu”{;/c}dm»dyuﬁuﬁwLd/@,dmuﬁég;:ﬁf
ST U St [ SaE

S LUK A L f onli S b 16 F e I e
e GG SO b e

O r s sl

< U4, > UiV diminishing musharakah
Ugélv/t;.’mf’{u(glmii/

Al-Manhal Research Journal (Vol 6, Issue 1, 2026: January-March)



91 f.'lf*m@/“:;wbluﬁ‘/»,w:d/@du/luﬁul;@

‘uw,/wu%

S A1 S L EA 8§ ST S 3 i sl
e WS 2 st LS
(Market Concentration)J§" /1624 A

UL Meezan Bank (i« u?cujijym{qﬂtu@dwgz,&guﬁub@
L bl il Ef e (E sestir 1 ,udn s o 2 Gois? L e
el bl
J}ﬁ}f}fg{/‘uldﬂfj
e E 8 L 2 R i P D2 A KK S S
Lﬁ/é :C..«é’/g/u"’/u,;};{;‘m;¢574;J}!;:J5/£4;L8tate Bank of Pakistan
LSl Js

ubgﬂbﬂ o2 £, Islamic Financial Services Board 4?;“&}0' o
_ujéd/lg;v!/.lgféj.éu%@
Szl
¢ procedurall < substantive S8 2 /"L«(
s F i 2 E
?J‘( Le (572 JWIE e tiler AAOIFT Y

Kb BT e U U122 e B S

IFSB. (2023). Islamic financial services industry stability report. Kuala Lumpur:

Islamic Financial Services Board.

1. IsDB. (2015). 40 years of Islamic Development Bank. Jeddah: Islamic
Development Bank.

2. Knight, F. H. (1921). Risk, uncertainty and profit. Boston: Houghton Mifflin.

3. Mirakhor, A. (2009). Islamic finance and risk sharing. Journal of Islamic
Economics.

4. SBP. (2001). Introduction of Islamic banking in Pakistan. Karachi: State
Bank of Pakistan.

5. SBP. (2002). Issuance of Islamic banking license to Meezan Bank. Karachi:
State Bank of Pakistan.

Al-Manhal Research Journal (Vol 6, Issue 1, 2026: January-March)



92 ff&m@};@/l u':/u,g,«g!d/@;dﬂﬂu:u%

6. SBP. (2018). Shariah governance framework for Islamic banking institutions.
Karachi: State Bank of Pakistan.

7. SBP. (2025). Islamic banking bulletin (June 2025). Karachi: State Bank of
Pakistan.

8. Al-Najjar, A. (1971). Islamic banking experiment in Egypt. Cairo.

References:
'(Islamic Banking Bulletin Dec 2025 sbp.org.pk)

2 _AAOIFL. (2023). Shari’ah standards. Manama, Bahrain: Accounting and
Auditing

Organization for Islamic Financial Institutions.

3 Chapra, M. U. (2000). The future of economics: An Islamic perspective.
Leicester: Islamic Foundation.

4_AAOIFI, Shari’ah Standards, Shari’ah Standard No. 12 (Shirkah) and No. 13
(Mudarabah), 2023

3 .Accounting and Auditing Organization for Islamic Financial Institutions, Shari’ah
Standards (Manama,  Bahrain: AAOIFI, 2023)

6 .Muhammad Umer Chapra, The Future of Economics: An Islamic Perspective
(Leicester: The Islamic

Foundation, 2000), 241-245; Abbas Mirakhor, “Islamic Finance and Risk Sharing,”
Review of Islamic

Economics 13, no. 2 (2009): 5-22

7 .Accounting and Auditing Organization for Islamic Financial Institutions, Shari’ah
Standards (Manama,

Bahrain: AAOIFI, 2023), Shari’ah Standard No. 12 (Shirkah) and No. 13 (Mudarabah)
8 .Mahmoud A. El-Gamal, Islamic Finance: Law, Economics, and Practice
(Cambridge: Cambridge University

Press, 2006), 52-60

. AAOIFI, Shari’ah Standards, Standard No. 12 & 13

10_El-Gamal, M. A. (2006). Islamic finance: Law, economics, and practice.
Cambridge University Press.

1. AAOIFI, Shari’ah Standards, Shari’ah Standard No. 30 (Organized Tawarrug), 2023.

Al-Manhal Research Journal (Vol 6, Issue 1, 2026: January-March)



