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Abstract
This research provides a comprehensive analytical study of the modes of
Islamic financing (turuq al-tamwil al-islaml) practiced by Islamic banks in
Pakistan. It examines how classical Sharl‘ah-based contractual models—such
as  Murabahah (cost-plus financing), Ijarah (leasing), Musharakah
(partnership), and Mudarabah (profit-sharing)—have been adapted and
operationalized within the modern banking framework. The study seeks to
evaluate both the conceptual authenticity and practical implementation of
these modes in light of Qur’anic principles, Prophetic traditions, and juristic
consensus  (ijma‘). Using a descriptive-analytical and comparative
methodology, the research analyzes official documents, regulatory
frameworks, and financial data from leading Islamic banks in Pakistan,
including Meezan Bank, BankIslami, and Dubai Islamic Bank. It investigates
whether the operational mechanisms of these institutions truly embody the
ethical and risk-sharing spirit of Islamic finance or whether they merely
replicate  conventional banking = structures under Sharl‘ah-compliant
nomenclature. The paper further discusses key challenges confronting the

Islamic banking sector in Pakistan—such as standardization of Shari‘ah
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rulings, liquidity management, risk diversification, and public perception
regarding the authenticity of Islamic products. It also highlights recent
initiatives by the State Bank of Pakistan and Sharlah Advisory Boards in
refining regulatory practices and ensuring compliance with international
Sharl‘ah standards (AAOIFI, IFSB). Ultimately, the study argues that genuine
Islamization of finance demands more than formal Sharl‘ah compliance; it
requires a value-oriented transformation in institutional ethics, contractual
transparency, and socio-economic objectives. The evolution of Islamic
financing in Pakistan thus stands at a critical juncture—between doctrinal
fidelity and practical exigency—reflecting the broader struggle to reconcile
divine injunctions with modern financial realities.
Keywords:
Islamic banking, Pakistan, modes of financing, MurGbahah, MushQrakah,
ljdrah, Muddrabah, Sharl‘ah compliance, Islamic finance, ethical banking,
State Bank of Pakistan
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reconcile the ideal of Shariah-based economics with the
realities of global capitalism. This reconciliation, however,

often remains more formal than substantive.”>!
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“Islamic finance has succeeded in creating halal instruments,
but not yet in achieving social justice which lies at the heart of

Islamic economics.”>*
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“The spirit of Islamic finance lies in equity, not debt; in
partnership, not in collateralized contracts. Yet, contemporary
Islamic banking has leaned towards debt-based instruments,
losing its distinctive ethical strength.”°
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of ethical depth; it has institutionalized halal form but often
neglected its moral content.”’’
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“Shariah compliance in practice often turns into Shariah

justification, where form overtakes substance.”38
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