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Abstract:

This study aims to provide an in-depth comparative analysis of the role of
Islamic finance in developing the global financial industry during the
period (2008-2023), by comparing it with the conventional financial
system 1in terms of performance, efficiency, risk management, and
developmental impact.

The study adopts a descriptive, analytical, and comparative methodology,
supported by quantitative analysis of time-series data obtained from

leading international financial institutions such as the Islamic Financial
Services Board (IFSB) and the World Bank.

The findings reveal that Islamic finance outperformed its conventional
counterpart in growth rates, with the compound annual growth rate
(CAGR) of Islamic banks’ assets reaching approximately 14.8%,
compared to only 4.2% for conventional banks, demonstrating greater
resilience during financial crises. Moreover, Islamic financial
instruments—particularly sukuk and murabaha—exhibited lower risk
levels and more stable returns due to their linkage with the real economy
and risk-sharing principles. In addition, Islamic finance has effectively
contributed to financial inclusion and the advancement of sustainable
finance.

The study concludes with several recommendations, most notably the
need to enhance innovation in Islamic financial products, unify Sharia
standards globally, develop supportive regulatory frameworks, and
integrate Islamic finance principles into sustainable development
strategies, while encouraging further empirical research on its economic
and social impacts.

Keywords: Islamic finance - global financial system - Islamic financial
instruments - Sukuk - Murabaha - financial efficiency - risk management
- financial inclusion - sustainable finance - economic development.
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