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INTRODUCTION.  Digitalization is an inevitable aspect of modern businesses.
Without digitalization, businesses face challenges in'the current era of Industry 4.0. The
Fourth Industrial Revolution and globalization have brought significant changes in various
fields, one of which is technology. The rapid.development of technology has an impact on
lifestyle changes, addressing fundamental-human: needs. One of the benefits of this
technology is its ability to facilitate human work.in terms of energy, cost, and time (F.
Rahman, 2022). Islamic economics, also, known :as/Sharia economics, is an economic
system based on Sharia principles. Sharia“econemics involves individual or corporate
business activities, whether legal entities or not; carried out to meet commercial and non-
commercial needs according to Sharia principles. This includes Islamic banks, Islamic
microfinance institutions, Islamic insurance, ‘Islamic reinsurance, Islamic mutual funds,
Islamic medium-term securities, and Islamic securities, Islamic financing, Islamic
pawnshops, pension funds for Islamic financial institutions, and Islamic businesses (Hardiati
etal., 2021).

Digital banking has become the primary solution for providing faster, safer, and
more efficient financial services. Al plays a role in various banking aspects that assist
customers in financial planning. With Al implementation, banks can automate many
services, improve customer satisfaction, and minimize operational risks. (Fajri et al., 2022)
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revealed that digitalization, innovation and Islamic banking services have a significant
impact on innovation and customer satisfaction. The Islamic banking sector is transforming
due to evolving customer behavior, increasing expectations, technological advancements,
and the widespread digitalization of businesses and society (Siska, 2022). Additionally, the
rise of Sharia-compliant financial technology (fintech) offers new alternatives for flexible
financial services, such as Sharia peer-to-peer lending platforms and halal crowdfunding.
Halal blockchain is one of the technologies with great potential to enhance transparency and
trust in Islamic banking. With its decentralized and immutable nature, blockchain can be
used to verify the authenticity of financial transactions and reduce fraud risks. This
technology also ensures that all transactions comply with Sharia principles, such as being
free from riba (interest) and gharar (excessive uncertainty).

Material and methods. The integration of artificial intelligence (Al) into Islamic
banking is increasingly recognized as a significant area of development and innovation.
Studies conducted by Khan and Khalid (2019) and Al-Roubaie (2022) delve deeply into the
ethical implications of employing Al within this context, particularly in critical areas such
as customer profiling, decision-making-algorithms,-and risk assessment processes. These
studies emphasize that the application of Al technologies in Islamic banking must be
carefully aligned with the ethical principles-of-slamic finance, including fairness,
transparency, and social justice. Regulatory chaltenges-continue to pose significant barriers
to the digital transformation of Islamic banks. Studies by Rosman and Ismail (2018) and
Zawya (2021) highlight the critical need for a robust Sharia governance framework that
supports technological innovation while ensuring adherence to Sharia principles. The active
role of regulators and Sharia boards in assessing and ensuring compliance of new
technologies with Islamic law is indispensable. However, striking the right balance between
fostering innovation and maintaining rigorous.regulatory oversight remains an ongoing and
complex debate within the Islamic finance sector. Finally, numerous studies underscore the
significance of strategic adaptation and collaboration in navigating the challenges and
opportunities presented by the digital landscape. For example, research by Ahmad and
Omar (2019) and Hamid et al. (2022) emphasizes that Islamic banks must adopt a proactive
stance towards digital innovation by fostering partnerships with fintech firms and investing
in advanced digital infrastructure. Such collaberations can equip Islamic banks with the
necessary expertise and resources to effectively: compete with conventional banks while
maintaining their distinct value proposition rooted in Sharia compliance.

The method used in this study is a narrative review that analyzes literature related to
digitalization of Islamic banks and scientific abstraction, empirical, descriptive statistics,
expert assessment, grouping, dynamic analysis, SWOT analysis were conducted on the
opportunities for digitalization of Islamic banks.

Results and discussion. The digitalization of Islamic banking has transformed how
financial services are delivered while ensuring compliance with Sharia principles. Various
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technological advancements have been integrated into Islamic banking to enhance
accessibility, efficiency, and transparency. Islamic banking has significantly advanced in
digital transformation through innovations like mobile applications, internet banking,
distributed ledger technology, and comprehensive digital payment platforms. Islamic
banking has significantly advanced in digital transformation through innovations like
mobile applications, internet banking, distributed ledger technology, and comprehensive
digital payment platforms. (Cherni & Amar, 2024)
1- table. Key aspects of implementing digitalization in Islamic banking.

Direction of Impact of operations in Islamic banks
digitalization

Blockchain Islamic banks -have developed mobile and internet
Technology for | banking platforms that “allow customers to perform

Transparent and Secure
Transactions

financial transactions-in‘a Sharia-compliant manner. These
services include online fund transfers, bill payments,
investment tracking, and halal financing applications.

Islamic Fintech and

The rise of\ Islamic fintech- companies has played a

Digital Payment | crucial role in ‘advancing digitalization in Islamic banking.
Systems These platforms. offer—innevative financial solutions,
including halal“investment platforms, peer-to-peer (P2P)
lending, and ‘crowdfunding.: Islamic fintech companies
ensure that:transactions.are free from riba (interest), gharar

(uncertainty),:and maysir (gambling)
Blockchain Blockchain technolegy' is being utilized in Islamic
Technology for | banking to' enhance «transparency, security, and trust in

Transparent and Secure
Transactions

financial transactions..Smart contracts based on blockchain
ensure that, agreements: comply with Islamic finance
principles, reducing fraud and disputes. For example,
Islamic banks “canuse blockchain for issuing sukuk
(Islamic bonds), ensuring that funds are used strictly for
halal purposes. Bahrain-based Shariacompliant financial
institutions have started using blockchain to improve
transparency in transactions and regulatory compliance

Artificial
Intelligence (Al) for
Customer Support and
Risk Management

Al-powered chatbots and virtual assistants are being
Integrated into Islamic banking services to provide instant
customer support and advisory services. Al can also be
used to assess the creditworthiness of customers based on
ethical and fair financing principles

Big Data  and

Islamic banks utilize big data and analytics to better
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Analytics for | understand customer needs and offer personalized
Personalized  Islamic | financial solutions. By analyzing transaction patterns,
Financial Services spending habits, and financial goals, Islamic banks can

recommend suitable halal investment options and
financing solutions

Digital Islamic Digitalization has enabled the expansion of Islamic
Microfinance for | microfinance services to underserved communities.
Financial Inclusion Mobile-based Islamic microfinance platforms provide

interest-free loans to small businesses and individuals in
need. These platforms ensure that financial assistance is
provided ethically.-and fairly

E-Wallets and Islamic banks are /introducing digital wallets and
Contactless Payments | contactless payment-solutions that comply with Sharia
for Halal Transaction principles. These payment.systems allow customers to
make purchases and. transfer money while ensuring that
transactions align with Islamic financial laws.

Source: Tira Nur Fitria.lslamic Banking Digitalization: Challenges and Opportunities in
the Era of Industrial Revolution 4.0. Vol. 11 Ne.-1+2025): (JIEI) Jurnal Iimiah Ekonomi
Islam. i

According to Mordor Intelligence, Islamic finance has been on the rise in recent years,
with assets managed by Shariah-compliant financial institutions surpassing $4.2 trillion in
2022 (a 93 percent increase from 2015). S&P Global ratings forecasts growth of
approximately 10 percent in 2023, and assets are expected to reach $6 trillion by 2026.

In Uzbekistan, there is a significant demand for Islamic finance. A 2020 UNDP
study showed that 56 percent of individuals and 38 percent of businesses surveyed in
Uzbekistan do not take loans due to religious beliefs. However, according to the same
survey it was found that more than 60 percent of individuals and businesses do not have a
full understanding of how products of Islamic finance work. According to The Banker,
banks in Central Asia are already among the top 205 based on Islamic finance. In particular,
banks in Kazakhstan (with Al Hilal Islamic Bank at 175th place and Zaman Bank at 189th
place), Kyrgyzstan (Eco Islamic Bank at 191st place) and Tajikistan (Tawhidbank at 202nd
place) are already fully or partially functioning organizations on the principles of Islamic
finance. In Central Asia, Shariah-compliant assets are growing by 12.7 percent per year.
Central Asia, including Uzbekistan, faces specific challenges and opportunities in the
context of Islamic finance. Tursunov (2021) highlights the need for legal revisions and
suggests Uzbekistan's potential to become a hub for Islamic finance within the CIS
countries. Mirzakhmedova (2023) underscores the importance of addressing legal,
educational, and awareness-related concerns to advance Islamic finance. Consumer
behaviour is a key determinant of the demand for Islamic banking products.
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Islamic banking is the largest industry that uses sharia-complaint in the world. Islamic
banking has also entered the era of digitalization in order to face the challenges of
globalization. Several aspects regarding the digitalization of Islamic banking discussed in
this section include views and policies from the side of policy makers, how digitalization is
carried out by Islamic banks, and customers responses and SWOT anaylsis was performed.

1-figure. SWOT analysis of opportunities for digitalization of Islamic banks.

Strenght Weakness

-growing market; -the internet network is weak in rural

-investment potencial, areas;

-provide easy access to services; . _-limited fintech services;

-the service process is simple and fast; - the lack of knowledge among many

-good and guaranteed records, | aboutithe activities of the Sharia Council;
financial reports and transparency; | -customer information is only through

-costs are reduced. big data;

- Regulatory Limitations;
- Underdeveloped Infrastructure.

Opportunities - Threats

- attracting Foreign Investment; -geopolitical Tensions;

-enhanced Economic Resilience; *-limited Market Penetration;

-strategic Regional Development. -Sharia Compliance Scrutiny;
-cybercrime;

-economic Pressures.

Source: author’s development , |

Conclusion. This study emphasizes.. that the successful integration of digital
technologies in Islamic banking hinges an achieving a delicate balance between innovation
and Sharia compliance. Islamic banks faceiregulatory challenges, ethical considerations, and
the evolving demands of the digital economy. To .address these complexities, banks must
remain committed to the core values of fairness,transparency, and mutual consent central to
Sharia law. A proactive approach is required; engaging both regulators and customers to
cultivate an environment that embraces technological advances while reinforcing the moral
imperatives of Islamic finance. By doing so, Islamic banks can fulfill their dual role of
achieving profitability and promoting societal well-being. The article analyzes the
possibilities of digitalization of Islamic banks worldwide, the data aimed at the widespread
use of financial technologies. It also considers the possibilities of forming and implementing
Islamic finance, including Islamic banking, in Uzbekistan, using modern technologies to
implement practices. Looking ahead, Islamic banks should continue to invest in digital
transformation while prioritizing Sharia compliance across all aspects of their operations.
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This approach will enable them to remain competitive in the rapidly evolving financial
landscape while upholding the integrity and ethical standards that define Islamic finance.
Furthermore, ongoing research and dialogue within the industry will be essential to address
emerging challenges and dynamics. By refining strategies and offerings to meet the
changing needs of customers and the broader economic environment, Islamic banks can
ensure that their innovations not only comply with Sharia principles but also contribute to
the betterment of society as a whole.

References:

1. Rahman, F. (2022). Praktik affiliate: marketing pada platform e-commerce dalam
tinjauan hukum ekonomi syariah [Affiliate marketing“practices on e-commerce platforms in
a review of sharia economic law]. Istidlal:.Jurnal Ekenomi Dan Hukum Islam, 6(1), 24-37.
https://doi.org/10.35316/istidlal.v6i1.407

2. Hardiati, N., Widiana, S., & Hidayat, S.(2021)..Model-model penyelesaian sengketa
ekonomi syariah di Indonesia [Sharia economic dispute resolution models in Indonesia].
Transekonomika: Akuntansi, Bisnis Dan Keuangan, 1(5), 485-497.
ttps://doi.org/10.55047/transekonomika.v2i5.80

3. Fajri, M. Z. N., Lahuri, S. bin, Umam,-K.,-Rusydiana, A. S., Mujahidah, A. S.,
Assalafiyah, A., Riani, R., Haidar, A., Herindar, E., Novitasari, F. S., Masrifah, A. R., Afif,
M., Sa’diah, Z., Afifah, H. N., urrosyidin, M. S., Maulana, H., Harahap, S. A. R., Rizkiya,
M. A., Rosmitha, S. N., ... Suminto, A. (2022). Islamic Fintech: (Present and Future).
Unida Gontor Press

4. Siska, E. (2022). Exploring ‘the Essential - Factors on Digital Islamic Banking
Adoption in Indonesia: A Literature Review. Jurnal [Imiah Ekonomi Islam, 8(1), 124-130.
https://doi.org/10.29040/jiei.v8i1.4090 ‘

5. Khan, F. (2010). How ‘islamic'is, islamic banking?. Journal of economic behavior &
organization, 76(3), 805-820. doi: https://doi.org/10.1016/j.jeb0.2010.09.015

6. Cherni, S., & Amar, A. B. (2024). Does “digitalization affect shariah supervisory
board efficiency? Evidence from Islami¢ banks. Journal of Islamic Accounting and Business
Research, ahead-of-print(ahead-of-print). https://doi.org/10.1108/JIABR-03-2023- 0077

7. Tira Nur Fitria.Islamic Banking Digitalization: Challenges and Opportunities in the
Era of Industrial Revolution 4.0. Vol. 11 No. 1(2025): (JIEI) Jurnal llmiah Ekonomi Islam.

8. Tursunov, A. S. (2021). Establishment of Islamic Banking In Uzbekistan. European
Proceedings of Social and Behavioural Sciences. doi: https://doi.org/10.15405/epsbs.
2021.09.02.114

9. Mirzakhmedova A.A. (2023). Analysis of the Situation of Islamic Finance in
Uzbekistan: Problems and Solutions. World of Science: Journal on Modern Research
Methodologies, 2(8), 35-38.

Volume 2 Issue 9 [May 2025] Pages | 1074


https://spaceknowladge.com/

