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Abstract
This chapter explores the evolution of Islamic finance in Türkiye within the context of 
global economic challenges, highlighting its emergence as a key player in the international 
Islamic finance community. Türkiye has effectively leveraged its strategic geographical 
position and historical ties to Islamic culture to strengthen its influence. A robust regulatory 
framework has been crucial in supporting the growth of Sharia-based financial institutions, 
ensuring equitable competition between Islamic and conventional finance sectors. The 
government’s proactive policies have facilitated the development of participation banks 
and innovative financial products, bolstering Türkiye’s reputation in the global market. 
Türkiye’s commitment to innovation and product diversification has established it as a 
hub for advanced Islamic financial products. The country has pioneered the development 
of Sharia-based instruments, such as sukuk and takaful, catering to a broad spectrum of 
domestic and international investors. These innovations, coupled with the integration of 
fintech solutions, have broadened ethical investment options and attracted a diverse clientele 
seeking alternatives to conventional finance. Furthermore, Türkiye has engaged in strategic 
international partnerships, collaborating with countries like Malaysia and the United Arab 
Emirates to enhance its capabilities and incorporate advanced financial practices. These 
collaborations have amplified Türkiye’s influence in the global market and attracted significant 
foreign investment. Türkiye’s strategic location and infrastructure facilitate efficient capital 
flow and expertise exchange between Eastern and Western markets, positioning it as a pivotal 
link in global financial networks. As the demand for ethical and socially responsible financial 
products continues to rise globally, Türkiye is well-positioned to lead in developing solutions 
that meet these evolving investor needs. By maintaining a supportive regulatory environment 
and fostering international collaboration, Türkiye reinforces its status as a leader in the 
Islamic finance sector. Its strategic initiatives not only ensure its resilience and sustainability 
but also contribute significantly to the industry’s growth and diversification on a global 
scale. This proactive approach underscores Türkiye’s potential to shape the future of Islamic 
finance, setting benchmarks for innovation and ethical investment practices worldwide.

Keywords
Islamic Finance, Sharia-Based Institutions, Sharia-Based Instruments, Regulatory Framework, 

Innovation and Diversification, International Collaboration
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Introduction: Setting the Stage for Islamic Finance in Türkiye
The development of Islamic finance in Türkiye represents a significant milestone within the broader 
context of global financial transformation, especially after 2008 Global Financial Crisis ( Jobarteh & 
Ergec, 2017, p. 32). As a nation uniquely positioned at the crossroads of Eastern and Western cultural 
and economic spheres, Türkiye serves as a pivotal player in bridging diverse financial practices. This 
strategic positioning has enabled Türkiye to leverage its rich historical ties to Islamic culture while 
simultaneously pursuing modern economic aspirations. The rise of Islamic finance within Türkiye is 
emblematic of the country’s efforts to harmonize its traditional values with contemporary economic 
goals, fostering an environment where Islamic finance can thrive as a mainstream financial option. 
This evolution reflects a deliberate strategy to integrate with global markets by offering financial 
products that adhere to Islamic principles, thereby appealing to a broad spectrum of investors and 
consumers seeking ethical and interest-free financial solutions. In doing so, Türkiye not only reaffirms 
its historical legacy (Bulut & Korkut, 2022) but also positions itself as a leader in the global Islamic 
finance industry, contributing to a more inclusive and diversified global financial system (Dar, 2013). By 
successfully aligning its historical and cultural strengths with modern economic imperatives, Türkiye 
exemplifies how nations can innovate within traditional frameworks to enhance their competitiveness 
and contribute to a more stable and equitable global financial order.

Islamic finance, with its foundations in principles that prohibit interest (riba) and emphasize risk-
sharing and ethical investment, presents a compelling alternative to conventional financial systems. 
These principles resonate with a growing number of ethical investors worldwide who are seeking 
financial practices aligned with their values (Baloch & Chimenya, 2023). Türkiye’s entry into the Islamic 
finance sector began in the early 1980s with the establishment of participation banks. These banks were 
specifically designed to operate in accordance with Islamic principles, offering financial services that 
avoid interest-based transactions and instead focus on profit-sharing and partnership-based financing 
models. Participation banks have been instrumental in Türkiye’s economic landscape, mobilizing 
savings from a diverse demographic that prefers ethical banking options. They provide a variety of 
financial products that cater to businesses and individuals desiring interest-free banking solutions. 
Through innovative financial instruments such as mudarabah (profit-sharing) and musharakah (joint 
venture), these banks have facilitated the growth of numerous enterprises and supported the financial 
needs of individuals. The participation banks have not only expanded the financial sector’s reach 
but also reinforced Türkiye’s commitment to offering diverse financial solutions that align with both 
ethical standards and market demands (Presidency of the Republic of Türkiye, 2022). This approach 
has attracted a wide range of clients, from local communities seeking faith-based financial services to 
international investors interested in sustainable and ethical investment opportunities.

Over the years, Türkiye has experienced significant growth in its Islamic finance sector, driven by 
supportive government policies and an evolving regulatory framework. The Turkish government 
has actively promoted the development of Islamic finance by implementing favorable policies that 
facilitate the establishment and growth of participation banks and other Islamic financial institutions 
(FitchRatings, 2023). These efforts have included tax incentives, regulatory adjustments, and initiatives 
aimed at increasing public awareness of Islamic financial products. Such policies have created a 
conducive environment for the growth of Islamic finance, enabling Türkiye to tap into a rapidly 
expanding global market for ethical and interest-free financial services. Türkiye’s strategic geographical 
location has been a crucial factor in its ambition to become a leading hub for Islamic finance (Çelik, 
2023). Situated at the crossroads of Europe and Asia, Türkiye offers a unique advantage for bridging 
Eastern and Western financial markets. This geographic positioning allows Türkiye to attract investors 
from diverse regions, making it an ideal location for Islamic finance to flourish. Additionally, Türkiye’s 
robust financial infrastructure, which includes a well-established banking system and advanced 
technological capabilities, supports the efficient operation and growth of Islamic financial institutions.

The growing global demand for ethical and sustainable financial products (Morgan Stanley, 2024; 
Mohamed, 2024) has also played a significant role in the expansion of Türkiye’s Islamic finance 
sector (Ledhem & Mekidiche, 2022; Fitch Ratings, 2023). As consumers worldwide become 
more conscious of the ethical implications of their financial decisions, there is an increasing 
interest in financial products that align with Islamic principles of fairness, transparency, and 
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social responsibility (Elmelki & Ben Arab, 2009, p. 127). Türkiye has been able to capitalize 
on this trend by offering a diverse range of Islamic financial services, from retail banking 
to investment funds and sukuk (Islamic bonds). The availability of these products has not 
only attracted ethically-minded consumers but has also positioned Türkiye as a competitive 
player in the global Islamic finance market. Furthermore, Türkiye has actively participated 
in international collaborations and partnerships to enhance its Islamic finance capabilities. 
By engaging with global Islamic finance organizations and hosting international conferences 
and seminars, Türkiye has positioned itself as a thought leader and innovator in the field. 
These efforts have helped to foster knowledge exchange and best practices, further solidifying 
Türkiye’s reputation as a center of excellence for Islamic finance. In this way, Türkiye is not 
only able to meet the growing domestic demand for Islamic financial services but is also 
poised to offer its expertise and products to a wider international audience, reinforcing its 
status as a leading hub for Islamic finance in the global economy (Gül, 2021). This proactive 
engagement and leadership in the sector ensure that Türkiye continues to drive the growth and 
diversification of Islamic finance globally, making it a cornerstone of ethical and sustainable 
financial practices worldwide.

Globally, the Islamic finance industry has been on a trajectory of rapid growth, spurred by 
increasing demand from both Muslim-majority countries and non-Muslim markets looking to 
diversify their financial portfolios. This demand has been fueled by a combination of factors, 
including a growing Muslim population with rising economic influence, a greater emphasis on 
ethical and socially responsible investing, and the resilience of Islamic finance during global 
financial crises (Saiti et. al., 2022). As this momentum continues, the Islamic finance industry 
is poised to become an integral part of the global financial system, offering viable alternatives 
that appeal to a broad spectrum of investors seeking stability and ethical alignment.

Islamic financial assets have seen a substantial increase, with products such as sukuk (Islamic 
bonds), takaful (Islamic insurance), and Sharia-based investment funds gaining popularity 
across the globe. In this dynamic environment, Türkiye’s Islamic finance sector has evolved 
by aligning its domestic ambitions with global economic trends. Türkiye’s government and 
financial institutions have recognized the potential of Islamic finance as a tool for economic 
growth and financial inclusion, leading to strategic initiatives aimed at integrating Islamic 
finance into the broader financial system (Durmuş, 2023). These initiatives have included 
the development of regulatory frameworks that support Islamic finance, the establishment of 
educational programs to increase understanding and expertise in Islamic financial practices, 
and the promotion of public-private partnerships to foster innovation and growth within the 
sector.

Global economic shifts have also played a pivotal role in shaping Türkiye’s Islamic finance 
sector. Changes in global economic power dynamics, particularly the increasing economic 
influence of countries in the Middle East and Asia (Kammer et al., 2015), have created new 
opportunities for Türkiye to expand its Islamic finance offerings. By building strong financial 
and trade ties with these regions, Türkiye has been able to attract investment and expertise that 
have bolstered the growth of its Islamic finance sector (Tasarruf Akademi, 2019). Additionally, 
technological advancements have revolutionized the delivery of financial services, enabling 
Türkiye’s Islamic financial institutions to offer innovative products and services that meet the 
evolving needs of consumers (Kılıç & Türkan, 2023). These developments position Türkiye as 
a dynamic leader in the Islamic finance industry, capable of leveraging global trends to drive 
growth and innovation within its financial sector.

This chapter delves into the historical context of Islamic finance in Türkiye, exploring its 
foundational roots and key drivers of growth. It also examines the sector’s response to global 
economic transformations and identifies opportunities and challenges that lie ahead. By 
understanding the evolution of Islamic finance in Türkiye, we gain valuable insights into how 
this sector can contribute to sustainable economic development and offer viable alternatives 
within the global financial system.
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Historical Foundations and Key Drivers of Growth
Islamic finance in Türkiye traces its origins to the early 1980s, a period marked by significant 
economic and political changes that prompted the country to explore alternative financial systems 
aligned with Islamic principles. The inception of Islamic finance was influenced by the global Islamic 
revival and the increasing demand from the Turkish population for financial services that adhered 
to Sharia law. This demand coincided with Türkiye’s broader economic liberalization efforts, which 
aimed to diversify the financial sector and integrate Türkiye more fully into the global economy. 
The foundation of Islamic finance in Türkiye was laid with the establishment of “Special Finance 
Houses” in 1983. These institutions were created to provide interest-free banking services and 
were regulated separately from conventional banks to ensure adherence to Islamic principles (İkiz, 
2020). The government supported these entities by introducing legal and regulatory frameworks 
that facilitated their operations, recognizing their potential to attract savings from a segment of the 
population that preferred Sharia-based financial products. This support was crucial in ensuring the 
early success and credibility of Islamic finance in Türkiye. Over time, these Special Finance Houses 
evolved into what are now known as participation banks. The rebranding was accompanied by a 
significant transformation in their operations and product offerings. Participation banks expanded 
their services beyond basic deposit and loan products to include a wide range of Sharia-based financial 
instruments, such as mudarabah (profit-sharing) and musharakah (joint venture) agreements. These 
banks focused on risk-sharing and ethical investments, distinguishing themselves from conventional 
banks by aligning their operations with the ethical and social values embedded in Islamic finance 
( Jatmiko et al, 2024). Participation banks have grown significantly, playing a vital role in mobilizing 
savings and providing financing solutions that are both competitive and compliant with Islamic law. 
Their growth has been facilitated by ongoing regulatory support, technological advancements, and a 
rising awareness of Islamic finance among the Turkish population. As a result, participation banks have 
become integral to Türkiye’s banking landscape, contributing to financial inclusion and offering an 
alternative to conventional financial services (Solmaz & Soylu, 2023). This evolution reflects Türkiye’s 
commitment to diversifying its financial sector and meeting the diverse needs of its citizens while 
maintaining compliance with Islamic ethical standards. Several key drivers have contributed to the 
remarkable growth of Islamic finance in Türkiye, with government support and a favorable regulatory 
environment standing out as pivotal factors.

The government’s commitment to supporting Islamic finance is reflected in the establishment of 
dedicated regulatory bodies and frameworks that oversee the sector’s operations. These regulatory 
measures are designed to maintain the integrity and stability of Islamic finance while encouraging 
innovation and growth. By creating a regulatory environment that aligns with international best 
practices, Türkiye has positioned itself as a regional hub for Islamic finance, attracting both domestic 
and foreign investment (Presidency of the Republic of Türkiye Finance Office, 2022). This environment 
has facilitated the growth of participation banks, which have been able to expand their range of products 
and services to meet the evolving needs of consumers and businesses. In addition to government 
support, Türkiye’s strategic economic policies have played a crucial role in driving the expansion 
of Islamic finance. The country’s economic development plans have included initiatives to integrate 
Islamic finance into the broader financial system, promoting its adoption as a mainstream financial 
solution. This integration has been supported by efforts to raise awareness and understanding of Islamic 
finance among the public and within the financial sector. Educational programs and collaborations 
with international Islamic finance organizations have helped build expertise and knowledge, further 
strengthening Türkiye’s position in the global Islamic finance market.

Another key driver of growth has been the increasing demand for ethical and socially responsible 
financial products. As awareness of environmental, social, and governance (ESG) factors has grown, 
consumers and investors have sought financial solutions that align with their values (IMD, 2024). 
Islamic finance, with its emphasis on ethical principles and social justice, has become an attractive 
option for those looking to invest in a way that supports sustainable development. Türkiye has 
capitalized on this trend by expanding its offerings of Sharia-based financial products, such as green 
sukuk and socially responsible investment funds. These products not only cater to the needs of the 
Muslim population but also appeal to non-Muslim investors seeking ethical investment opportunities. 
The growth of Islamic finance in Türkiye has been driven by a combination of strong government 
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support, strategic regulatory reforms, and a growing demand for ethical financial products. By creating 
a supportive environment and promoting the integration of Islamic finance into the broader financial 
system, Türkiye has successfully positioned itself as a leader in the global Islamic finance industry. 
The continued expansion of participation banks and the development of innovative financial products 
are testament to the country’s commitment to fostering a dynamic and inclusive financial sector that 
meets the diverse needs of its population. Graph 1 shows the growth of the share of participation 
banks in whole banking sector in Türkiye. Graph 2 shows the sukuk issuance amount. Both graphs 
show that the participation finance sector grows in every year constantly.

Türkiye’s strategic location at the crossroads of Europe and Asia has been instrumental in the growth 
of its Islamic finance sector. This unique geographical position has allowed Türkiye to act as a 
bridge between Eastern and Western financial markets, offering unparalleled access to both regions 
(Presidency of the Republic of Türkiye Investment Office, 2024). As a result, Türkiye can facilitate the 
flow of capital, expertise, and innovation between Europe and the Middle East, creating a dynamic 
environment for Islamic finance to thrive. This advantageous position has attracted significant 

Graph 1
Share of Participation Banks in Türkiye (Participation Banks Association of Türkiye)

Graph 2
Sukuk Issuance Amount in Türkiye (Total) (Participation Banks Association of Türkiye)
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foreign investment and strategic partnerships, bolstering the development of Türkiye’s Islamic finance 
industry. By leveraging its location, Türkiye has established itself as a key player in the global Islamic 
finance market, drawing interest from investors seeking to diversify their portfolios and tap into the 
growing demand for Sharia-based financial products. In addition to its strategic location, Türkiye’s 
robust financial infrastructure and advanced technological capabilities have further supported the 
growth of its Islamic finance sector. The country boasts a well-developed banking system that includes 
both conventional and participation banks, providing a strong foundation for financial services. This 
infrastructure is complemented by advanced technological solutions that enhance the efficiency and 
accessibility of Islamic financial products. Digital banking platforms and fintech innovations have 
enabled Islamic financial institutions to reach a wider audience and offer more personalized services, 
meeting the evolving needs of consumers and businesses. Türkiye’s commitment to embracing 
technological advancements ensures that its Islamic finance sector remains competitive and responsive 
to global trends, positioning the country as a leading hub for Islamic finance and innovation.

The historical foundations of Islamic finance, such as cash waqfs in Türkiye and the key drivers of its 
growth underscore the country’s strategic efforts to seamlessly integrate Islamic finance into its broader 
financial system (Bulut & Korkut, 2019; Korkut, 2020). Türkiye recognized early on the potential of 
Islamic finance to offer a diverse range of financial products that align with the ethical and religious 
values of its population. So Islamic finance also can be described as humanitarian finance too (Korkut 
& Kar, 2018). This recognition led to deliberate actions by the government to foster an environment 
conducive to the growth of Islamic finance. The government has been instrumental in implementing 
policies and regulatory frameworks that encourage innovation and ensure the stability of the sector. 
These initiatives have not only facilitated the establishment and growth of participation banks but 
have also allowed them to thrive alongside conventional banks, creating a more inclusive financial 
system that caters to the diverse needs of the Turkish population. By leveraging government support 
and effectively meeting the increasing demand for ethical financial products, Türkiye has capitalized 
on its unique strategic location to become a significant player in the global Islamic finance market. 
This strategic positioning has allowed Türkiye to attract international attention and investment, 
reinforcing its status as a regional hub for Islamic finance. The country’s efforts have not only focused 
on meeting domestic demands but have also aimed at positioning Türkiye as a center of excellence for 
Islamic finance in the international arena. Through continuous innovation and the development of a 
wide array of Sharia-based financial products, Türkiye has demonstrated its commitment to providing 
ethical investment opportunities to a global audience. This strategic approach has enabled Türkiye 
to contribute significantly to the growth and diversification of the global Islamic finance market, 
ensuring its place as a leading force in this rapidly evolving sector.

Global Economic Transformations: Opportunities and Challenges
The global economic landscape has experienced profound transformations in recent years, reshaping 
industries across the board and creating a complex environment for the Islamic finance sector in 
Türkiye. One of the most significant changes has been the shift in economic power dynamics, with 
emerging markets gaining influence and reshaping global trade patterns (PwC, 2015). This shift 
has also opened up new opportunities for Türkiye’s Islamic finance sector to expand its reach and 
influence by tapping into these growing markets and forming strategic partnerships. At the same time, 
it has intensified competition, necessitating a reevaluation of strategies to remain competitive on a 
global scale. Technological advancements have also played a crucial role in transforming the economic 
landscape, driving innovation and altering how financial services are delivered. For Türkiye’s Islamic 
finance sector, this presents both opportunities and challenges. On one hand, technology offers 
the potential to enhance efficiency, improve customer experiences, and create innovative Sharia-
based financial products that meet the evolving needs of consumers. However, it requires significant 
investment in digital infrastructure and a commitment to continuous innovation to keep pace with 
rapid technological changes. Moreover, evolving consumer preferences, particularly the increasing 
demand for ethical and sustainable financial products, align well with the principles of Islamic finance. 
Türkiye can leverage this trend by expanding its range of ethical financial offerings and appealing to 
a broader global audience. However, these opportunities are accompanied by challenges that require 
strategic adaptations to maintain growth and competitiveness. 
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The Islamic finance sector in Türkiye must navigate regulatory complexities and ensure compliance 
with both domestic and international standards. Additionally, the sector must address potential risks 
associated with geopolitical uncertainties and economic volatility, which can impact investor confidence 
and capital flows. To thrive in this dynamic environment, Türkiye’s Islamic finance institutions need to 
adopt agile strategies, foster innovation, and build strong partnerships to mitigate risks and capitalize 
on emerging opportunities. By doing so, Türkiye can solidify its position as a leader in the Islamic 
finance industry and continue to contribute to the sector’s sustainable growth on a global scale.

The recommendations in table 1 aim to help Türkiye’s Islamic finance sector navigate the complex 
global economic landscape and capitalize on emerging opportunities while addressing potential 
challenges. By focusing on strategic investments, regulatory alignment, and innovation, Türkiye can 
enhance its position as a leader in the Islamic finance industry.

One of the primary opportunities arising from global economic transformations is the increasing 
demand for ethical and sustainable financial products. This shift reflects a broader societal trend 
towards prioritizing environmental, social, and governance (ESG) criteria, as investors and consumers 

Table 1
Policy Recommendations to Global Challenges & Transformations for Islamic Finance Sector in Türkiye

Area Challenges Opportunities Policy Recommendations

Economic Power 
Dynamics

Intensified competition 
Need for strategic 
reevaluation

Access to 
emerging markets 
Potential for strategic 
partnerships

Develop strategic alliances with 
emerging markets. 
Enhance competitive strategies 
through market analysis and 
adaptation.

Technological 
Advancements

Requirement for 
significant digital 
infrastructure investment 
Need for continuous 
innovation

Potential to 
enhance efficiency 
Improved customer 
experience 
Development of innovative 
products

Invest in digital infrastructure and 
technology. 
Foster a culture of innovation and 
research to create new Sharia-based 
products. 
Encourage fintech integration.

Consumer 
Preferences

Necessity to adapt to 
changing consumer 
demands for ethical 
products

Alignment with demand 
for ethical and sustainable 
financial products

Expand ethical financial offerings to 
attract a broader audience. 
- Develop marketing strategies that 
emphasize ethical and sustainable 
values.

Regulatory 
Environment

Navigating regulatory 
complexities 
Ensuring compliance 
with domestic and 
international standards

Potential to set benchmarks 
in regulatory practices

Strengthen regulatory frameworks to 
support innovation while ensuring 
compliance. 
Engage with international 
regulatory bodies for alignment and 
best practices.

Geopolitical 
Uncertainties

Potential risks impacting 
investor confidence and 
capital flows

Opportunities to 
demonstrate resilience and 
stability

Implement robust risk management 
strategies. 
Develop contingency plans to 
address geopolitical risks. 
Foster diplomatic and trade relations 
to mitigate risks.

Strategic 
Partnerships

Building and maintaining 
effective partnerships

Expanding influence 
and reach through 
collaborations

Actively pursue international 
partnerships and collaborations. 
Participate in global forums and 
conferences to share knowledge and 
best practices.
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become more conscious of the impact of their financial decisions on the world around them. This 
growing awareness is driving demand for investment vehicles that are not only financially sound but 
also socially responsible (Sciarelli, 2021; Mullen et al., 2024). Islamic finance, with its inherent focus 
on ethical principles, fairness, and social responsibility, is uniquely positioned to meet this demand 
(Aladağ, 2023, pp. 210-211). Its emphasis on risk-sharing, asset-backed financing, and prohibitions 
against interest and speculation naturally align with ESG values, making Islamic finance an attractive 
option for ethical investors.

Türkiye’s Islamic finance sector stands to benefit significantly from this trend by expanding its 
range of Sharia-based products. By offering innovative financial solutions such as green sukuk and 
socially responsible investment funds, Türkiye can attract a diverse array of global investors seeking 
ethical investment opportunities. Green sukuk, in particular, offers a compelling avenue for financing 
environmentally friendly projects, such as renewable energy initiatives and sustainable infrastructure 
development. By capitalizing on the growing interest in ESG investing, Türkiye can enhance its appeal 
as a destination for ethical finance and establish itself as a leader in sustainable Islamic finance. This 
strategic focus on ethical and sustainable products can help Türkiye not only capture a larger share of 
the global market but also contribute to positive social and environmental outcomes. 

Table 2
Policy Recommendations for Enhancing ESG Investments in Islamic Finance in Türkiye

Area Challenges Opportunities Policy Recommendations

Environmental 
Impact

Limited awareness 
of green financial 
products

Growing demand for 
sustainable investments

Develop and promote green sukuk and 
other environmentally focused financial 
products. 
Conduct awareness campaigns on the 
benefits of sustainable finance.

Social 
Responsibility

Need to align social 
initiatives with Islamic 
principles

Increasing consumer 
preference for socially 
responsible investments

Enhance transparency in social impact 
reporting. 
Develop community-focused investment 
funds that support education, healthcare, 
and poverty alleviation.

Governance 
Practices

Ensuring adherence to 
both ESG and Sharia 
principles

Potential to set standards 
for ethical governance in 
finance

Implement strict governance frameworks 
that integrate ESG criteria with Sharia 
compliance. 
Encourage the adoption of best practices 
in corporate governance.

Market 
Education

Lack of knowledge 
about ESG criteria in 
Islamic finance

Opportunity to become a 
leader in ESG education 
and integration

Launch educational programs and 
workshops on ESG integration in 
Islamic finance. 
Collaborate with academic institutions to 
develop research on ESG investments.

Regulatory 
Framework

Ensuring regulatory 
alignment with global 
ESG standards

Potential to influence global 
ESG and Islamic finance 
regulatory practices

Develop regulations that encourage 
ESG investments while ensuring Sharia 
compliance. 
Align national regulations with 
international ESG standards and 
frameworks.

Technological 
Integration

Need for technology 
to enhance ESG 
investment capabilities

Opportunities for innovation 
in digital ESG financial 
products

Invest in technology platforms that 
facilitate ESG investment tracking and 
reporting. 
Encourage fintech solutions that support 
ESG goals in Islamic finance products.
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The recommendations in table 2 aim to enhance Türkiye’s capabilities in ESG investments within the 
Islamic finance sector, helping to position the country as a leader in sustainable and ethical financial 
practices.

However, global economic transformations also present challenges for Türkiye’s Islamic finance sector. 
The rapid pace of technological advancement requires financial institutions to continuously innovate 
and adapt to stay competitive. This necessitates significant investment in digital infrastructure and 
the development of new financial technologies that can enhance the delivery and accessibility of 
Islamic financial services. Financial institutions must leverage cutting-edge technologies such as 
blockchain, artificial intelligence, and mobile banking to streamline operations, reduce costs, and 
improve customer experiences. By embracing digital transformation, Türkiye’s Islamic finance sector 
can increase efficiency, expand its reach, and better meet the evolving needs of tech-savvy consumers.

Increased competition from other financial hubs offering Islamic finance solutions poses an additional 
challenge. Countries such as Malaysia, the United Arab Emirates, and Saudi Arabia have established 
themselves as key players in the Islamic finance industry, attracting significant investment and talent. 
To differentiate itself and maintain its unique value proposition, Türkiye must emphasize its strategic 
advantages, such as its geopolitical location, strong regulatory framework, and commitment to 
innovation. By focusing on building a robust ecosystem for Islamic finance that encourages collaboration 
between government, industry, and academia, Türkiye can foster innovation and resilience in the 
sector. Additionally, Türkiye can leverage its cultural and historical ties to the Islamic world to 
strengthen partnerships and expand its influence in the global Islamic finance market. By addressing 
these challenges and seizing the opportunities presented by global economic transformations, Türkiye 
can solidify its position as a leading hub for Islamic finance and continue to drive growth in this 
dynamic industry.

Figure 1
Roadmap of Türkiye against Increasing Competition for Becoming 
Global Hub in Islamic Finance
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Geopolitical and economic uncertainties, including fluctuations in global markets and escalating trade 
tensions, present significant challenges for Türkiye’s Islamic finance sector. These uncertainties can 
disrupt the flow of capital, create volatility in financial markets, and undermine investor confidence. 
For instance, geopolitical conflicts or sudden shifts in trade policies can lead to abrupt changes in 
currency values and asset prices, impacting the financial stability of institutions operating within the 
Islamic finance sector. Such unpredictability necessitates a vigilant approach to risk management, 
where financial institutions must be prepared to swiftly adapt to changing circumstances while 
safeguarding their clients’ interests. To navigate these challenges, Türkiye’s Islamic finance sector 
must adopt a proactive and resilient approach that emphasizes robust risk management strategies. 
This involves implementing comprehensive risk assessment frameworks that can identify and mitigate 
potential vulnerabilities in the face of geopolitical and economic shifts. By leveraging advanced data 
analytics and scenario planning, financial institutions can better anticipate and respond to emerging 
risks. Additionally, maintaining a diversified portfolio of investments can help spread risk and reduce 
exposure to any single market or sector. Ensuring that financial products and services are flexible and 
adaptable will also enable Islamic finance institutions to adjust quickly to evolving market conditions, 
thereby protecting their clients and sustaining growth.

The policy recommendations in table 3 aim to enhance the resilience of Türkiye’s Islamic finance 
sector in the face of geopolitical and economic uncertainties, ensuring its ability to navigate challenges 
and capitalize on emerging opportunities.

Fostering international partnerships is another critical strategy for Türkiye’s Islamic finance sector to 
mitigate potential disruptions and capitalize on global opportunities (Aladağ, 2023). By building strong 
relationships with financial institutions, regulatory bodies, and investors from around the world, Türkiye 
can enhance its ability to withstand geopolitical and economic shocks. These partnerships can facilitate 
knowledge exchange, promote best practices, and open new channels for investment and collaboration. 

Table 3
Policy Recommendations for Addressing Geopolitical and Economic Uncertainties in Türkiye’s Islamic Finance Sector

Challenges Opportunities Policy Recommendations

Geopolitical 
Conflicts

Potential to develop robust geopolitical 
risk management strategies

Implement comprehensive risk assessment 
frameworks to identify vulnerabilities. 
Monitor geopolitical developments closely and 
adjust strategies accordingly.

Fluctuations in 
Global Markets

Leverage market volatility to explore new 
investment opportunities

Diversify investment portfolios to spread risk 
across markets and sectors. 
Invest in financial products that are resilient to 
market fluctuations.

Trade Tensions Strengthen trade partnerships and seek 
alternative markets

Engage in diplomacy and trade negotiations to 
mitigate trade risks. 
Develop contingency plans for sudden trade 
policy changes.

Currency Value 
Changes

Use currency volatility to refine hedging 
strategies

Implement currency hedging techniques to protect 
against abrupt currency shifts. 
Regularly assess currency risk exposure.

Investor 
Confidence

Opportunity to build trust through 
transparency and effective communication

Enhance transparency and communication with 
investors. 
Promote the stability and resilience of Islamic 
finance institutions.

Economic 
Volatility

Develop adaptable and flexible financial 
products

Design financial products that can quickly adapt 
to changing economic conditions. 
Use scenario planning to prepare for economic 
shifts.
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Engaging with international Islamic finance organizations can also help Türkiye align with global 
standards and enhance its reputation as a reliable and innovative player in the industry. By addressing 
these challenges and leveraging global opportunities, Türkiye can continue to strengthen its position 
as a leader in the Islamic finance industry. Through strategic initiatives and partnerships, Türkiye can 
contribute to the sector’s sustainable growth and resilience on a global scale. Emphasizing innovation, 
transparency, and ethical practices will further solidify Türkiye’s role as a hub for Islamic finance, 
attracting investors seeking stability and ethical investment options. As the industry evolves, Türkiye’s 
commitment to proactive risk management and international collaboration will ensure its continued 
success and influence in the global Islamic finance market.

The recommendations in table 4 aim to strengthen Türkiye’s position as a leader in the Islamic finance 
industry by fostering international partnerships, enhancing resilience, and promoting sustainable 
growth on a global scale.

Regulatory Framework and Innovative Financial Products
Government policies are fundamental in nurturing the growth of the Islamic finance sector in 
Türkiye, providing a structured and stable environment that enables Islamic financial institutions to 
thrive. The government has been developing a supportive regulatory framework that not only ensures 
compliance with Sharia principles but also promotes efficiency and innovation within the sector. 
This framework includes a range of measures, such as tax incentives for Sharia-based products and 
the establishment of specialized regulatory bodies tasked with overseeing Islamic finance operations. 

Table 4
Policy Recommendations for Fostering International Partnerships in Türkiye’s Islamic Finance Sector

Challenges Opportunities Policy Recommendations

Geopolitical and 
Economic Shocks

Strengthen resilience through 
global partnerships

Establish strategic alliances with international 
financial institutions to mitigate risks. 
Develop bilateral agreements to enhance economic 
stability and security.

Alignment with 
Global Standards

Enhance reputation by aligning 
with international Islamic finance 
standards

Engage with global Islamic finance organizations to 
adopt best practices. 
Participate in international forums and conferences 
to stay updated with industry trends and 
regulations.

Knowledge Exchange 
and Best Practices

Facilitate knowledge transfer and 
learning

Create platforms for regular dialogue and knowledge 
sharing with global partners. 
Host international workshops and seminars to 
exchange expertise and foster innovation.

Investment and 
Collaboration 
Channels

Open new channels for investment 
and collaboration

Develop joint ventures and partnerships to access 
new markets. 
Encourage cross-border investments and 
collaborations in Islamic finance projects.

Reputation as 
a Reliable and 
Innovative Player

Build a strong international 
presence and reputation

Promote Türkiye’s achievements and innovations 
in Islamic finance through international media and 
publications. 
Showcase successful case studies and collaborations.

Sustainable Growth 
and Resilience

Contribute to the global growth 
and resilience of the Islamic 
finance sector

Emphasize innovation, transparency, and ethical 
practices in partnerships. 
Integrate ESG principles into international 
collaborations to attract sustainable and ethical 
investments.
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These efforts are designed to create a level playing field for Islamic finance, encouraging competition 
and allowing Islamic financial institutions to offer products that appeal to a broad range of investors. 
It is a comprehensive framework including all participation finance institutions (Katılım Analiz, 2023; 
Orhan, 2023). This holistic approach ensures that Türkiye’s Islamic finance sector remains robust 
and competitive, positioning the country as a model for integrating Islamic finance within a national 
regulatory system while fostering a dynamic environment for growth and innovation.

It took a long time after the Ottoman Empire for Islamic financial institutions to become active again 
in Türkiye. Unfortunately, permanent and comprehensive regulations were only made first in 2001 
after in 2005 for this purpose (Kaplan, 2020; TKBB, 2024). The regulatory framework in Türkiye is 
characterized by its adaptability and responsiveness to the evolving needs of the Islamic finance sector. 
For instance, the government has introduced regulations that facilitate the development and issuance 
of sukuk, enabling both private and public entities to raise funds through Islamic bonds. This has 
significantly expanded the scope of investment opportunities available within the sector, attracting both 
domestic and international investors seeking ethical investment options. Furthermore, the framework 
supports the establishment of participation banks, which provide interest-free banking services and 
offer a wide range of Sharia-based financial products. By fostering an environment conducive to 
innovation, the government has enabled these banks to introduce new products and services that 
meet the diverse needs of consumers and businesses. In addition to facilitating product development, 
the regulatory framework also emphasizes the importance of transparency and accountability in 
Islamic finance operations. This includes rigorous standards for disclosure and reporting, ensuring 
that Islamic financial institutions maintain high levels of integrity and trustworthiness. By upholding 
these standards, the government enhances investor confidence and promotes the sustainable growth 
of the Islamic finance sector. The framework also encourages collaboration between regulators, 
financial institutions, and scholars to ensure that new products are not only financially viable but 
also fully compliant with Islamic principles. This collaborative approach helps to bridge the gap 
between traditional financial practices and modern financial innovations, fostering a dynamic and 
resilient Islamic finance sector in Türkiye. Moreover, the government actively supports educational 
and capacity-building initiatives to strengthen the expertise and knowledge base within the Islamic 
finance sector. By investing in training programs and partnerships with academic institutions, the 
government ensures that professionals in the industry are well-equipped to navigate the complexities 
of Islamic finance and drive its growth. This focus on education and professional development is 
crucial for sustaining innovation and maintaining Türkiye’s competitive edge in the global Islamic 
finance market (Presidency of the Republic of Türkiye Finance Office, 2022). By cultivating a pool of 
skilled professionals and fostering a culture of continuous learning and adaptation, Türkiye is well-
positioned to lead the development of new financial products and services that meet the evolving 
needs of the market while adhering to Sharia principles. For this purpose, awareness is being raised by 
carrying out comprehensive youth training programs (Presidency of the Republic of Türkiye Finance 
Office, 2024). These initiatives not only ensure the sector’s sustainability and resilience but also 
enhance Türkiye’s reputation as a global hub for innovative and ethical Islamic finance solutions.

The development of innovative Islamic financial instruments has played a crucial role in the expansion 
and diversification of Türkiye’s Islamic finance sector. These new products have not only broadened 
the range of services available to consumers and investors but have also significantly enhanced the 
sector’s appeal to a broader demographic. Instruments such as sukuk (Islamic bonds) provide an 
alternative to conventional bonds by adhering to Sharia principles, which prohibit interest (riba) 
and emphasize ethical investments and risk-sharing. Sukuk has become an attractive option for 
governments and corporations looking to raise capital in a manner that aligns with Islamic values. 
The success of sukuk offerings in Türkiye has demonstrated the potential of Islamic financial products 
to compete effectively with traditional financial instruments, attracting substantial investment from 
both domestic and international markets.

Takaful, or Islamic insurance, represents another innovative financial product that has contributed 
to the growth of Türkiye’s Islamic finance sector. Unlike conventional insurance, which involves 
interest and uncertainty (gharar), takaful operates on the principles of mutual assistance and shared 
responsibility. Participants contribute to a common fund managed by a takaful operator, and any 
surplus is distributed among them after claims and expenses. This model has gained popularity among 
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consumers who prefer ethical and socially responsible insurance options, helping to expand the 
market for Islamic financial services. Additionally, various Sharia-based investment funds have emerged, 
catering to investors seeking diversified portfolios that adhere to Islamic principles. These funds invest 
in assets that comply with ethical standards, such as avoiding businesses related to alcohol, gambling, 
and other prohibited activities. The inclusion of the Participation Index in BIST (Borsa Istanbul) marks a 
significant milestone in the evolution of Türkiye’s Islamic finance sector. Launched to cater to the growing 
demand for Sharia-based investment opportunities, the Participation Index comprises companies that 
adhere to Islamic principles, excluding businesses involved in activities prohibited by Sharia law, such as 
those related to alcohol, gambling, and financial services based on interest. The index provides investors 
with a benchmark for assessing the performance of Sharia-based stocks, thereby facilitating informed 
investment decisions. By offering a transparent and accessible platform for ethical investments, the 
Participation Index has attracted a diverse range of investors, including those who prioritize ethical and 
socially responsible investing. This development underscores Türkiye’s commitment to expanding its 
Islamic finance offerings and integrating them more deeply into the national financial system, further 
enhancing the sector’s appeal to both domestic and international investors seeking alignment with 
Islamic values (COMCEC, 2017). These efforts highlight Türkiye’s strategic initiative to establish itself as 
a leading center for Islamic finance, providing innovative and ethical investment options that align with 
global trends towards responsible investing and sustainable economic growth.

By continuously evolving and expanding its product offerings, Türkiye’s Islamic finance sector can 
effectively meet the changing needs of the market and maintain its competitive edge in the global 
financial landscape. The introduction of innovative products allows Islamic financial institutions to 
respond to shifts in consumer preferences and adapt to emerging market trends. As awareness and 
demand for ethical and socially responsible investment options continue to grow, Türkiye’s Islamic 
finance sector is well-positioned to capture a significant share of this market. 

Challenges Opportunities Policy Recommendations

Regulatory 
Compliance

Opportunity to align with 
global standards

Ensure regulations are aligned with international Sharia-
based standards. 
Regularly update regulations to reflect changes in global 
Islamic finance practices.

Innovation in 
Financial Products

Encourage product 
diversification and 
innovation

Provide incentives for research and development in new 
Sharia-based financial products. 
Foster collaboration between financial institutions and 
fintech companies.

Consumer 
Protection and 
Transparency

Enhance consumer 
confidence in Islamic 
financial products

Implement robust consumer protection regulations that 
ensure transparency in product offerings. 
Educate consumers about the benefits and risks of 
innovative Islamic financial products.

Integration of 
Technology

Utilize technology to 
streamline regulatory 
compliance and product 
delivery

Develop regulatory sandboxes to test new financial 
technologies and products. 
Encourage the adoption of digital platforms to enhance 
service delivery and compliance monitoring.

Collaboration with 
International Bodies

Strengthen global 
partnerships and influence 
regulatory standards

Engage with international Islamic finance organizations to 
exchange knowledge and best practices. 
Participate in global standard-setting forums to influence 
the regulatory landscape.

Sustainable and 
Ethical Investments

Promote ESG integration in 
Islamic financial products

Encourage the development of Sharia-based ESG investment 
products. 
Integrate sustainability criteria into regulatory frameworks 
to support ethical investment practices.

Table 5
Policy Recommendations for Regulatory Framework and Innovative Financial Products in Türkiye’s Islamic Finance Sector
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The policy recommendations in table 5 aim to strengthen Türkiye’s regulatory framework and 
promote the development of innovative financial products, positioning the country as a leader in the 
global Islamic finance industry. By focusing on compliance, innovation, and consumer protection, 
Türkiye can enhance its Islamic finance offerings and attract a wider range of investors.

By leveraging its expertise in developing Sharia-based financial instruments, Türkiye can attract a 
diverse clientele, including ethically minded investors and those seeking alternatives to conventional 
finance. This strategic focus on innovation and product development will enable Türkiye’s Islamic 
finance sector to sustain its growth trajectory and strengthen its position as a leader in the global 
Islamic finance industry.

Türkiye’s Position in the Global Islamic Finance Market
Türkiye has emerged as a significant player in the global Islamic finance market, leveraging its unique 
geographical position and strong historical ties to Islamic culture. As a bridge between Europe and 
Asia, Türkiye offers unparalleled access to both Western and Eastern markets, making it an attractive 
destination for investors seeking diversified Islamic financial opportunities. This strategic location has 
enabled Türkiye to facilitate the flow of capital and expertise between different regions, fostering a 
dynamic and interconnected Islamic finance ecosystem. By capitalizing on its geopolitical advantages, 
Türkiye has strengthened its role as a gateway for Islamic finance, attracting interest and investment 
from a wide range of international stakeholders. Additionally, Türkiye’s cultural affinity with both 
Middle Eastern and European markets positions it as a natural mediator in Islamic finance, enabling 
it to build trust and collaboration among diverse global investors. Its robust legal and financial 
infrastructure further enhances its attractiveness as a financial hub, providing stability and reliability 
for investors looking to expand their portfolios in the Islamic finance sector. This dual cultural 
and strategic positioning not only enhances Türkiye’s appeal as a financial center but also supports 
its vision of becoming a leading global hub for Islamic finance. As Türkiye continues to develop 
its Islamic finance capabilities, it is well-positioned to drive innovation and growth in this rapidly 
expanding market, further solidifying its influence and leadership on the global stage.

Türkiye, as the largest economy in the Levant region, is prioritizing the growth of its participation 
banking sector. This segment has seen substantial growth due to the involvement of state-owned 
entities, although macroeconomic challenges such as currency volatility and high inflation have 
persisted. The banking system, affected by highly dollarized balance sheets, has faced increased 
risks, impacting sovereign debt and leading to credit rating downgrades. Despite these issues, 
the sector remains well-capitalized, with foreign currency gains boosting profitability in 2021 
and 2022. Limited equity market exposure and shallow sukuk markets have minimized potential 
losses. Unlike other markets, the Central Bank of Türkiye has cut benchmark rates significantly 
to 8.5%, below the historical average. Despite rate cuts, margins remain high, and increased 
banking volumes have led to strong income growth (IFSB, 2023). These developments underscore 
Türkiye’s strategic focus on strengthening its banking sector, leveraging state involvement and 
regulatory adjustments to navigate economic challenges while positioning itself for continued 
growth in participation banking.

It should be mentioned about Istanbul Financial Center (IFC) project. IFC project plays a pivotal role 
in Türkiye’s ambition to establish itself as a global financial hub, particularly in the realm of Islamic 
finance. Located strategically at the crossroads of Europe and Asia, the IFC is designed to serve as 
a comprehensive financial hub that integrates both conventional and Islamic finance services. The 
project aims to attract international financial institutions, investors, and talent by offering state-of-the-
art infrastructure, a favorable regulatory environment, and a range of incentives. For Islamic finance, 
the IFC is particularly significant as it provides a dedicated platform for the growth and development 
of Sharia-based financial services. The center is set to host participation banks, Islamic financial 
institutions, and regulatory bodies, creating an ecosystem that fosters innovation, collaboration, and 
best practices in the Islamic finance industry. By concentrating these resources in one location, the 
IFC will enhance Türkiye’s ability to attract Islamic finance capital from the Middle East, Asia, and 
beyond, further solidifying its position as a leader in the global Islamic finance market. 
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Moreover, the IFC will serve as a hub for the development of new Islamic financial products, such 
as sukuk, takaful, and Sharia-compliant investment funds, catering to the growing global demand for 
ethical and sustainable financial solutions. The project also aligns with Türkiye’s broader economic 
goals of increasing financial inclusion and integrating with global markets, while promoting Istanbul 
as a key financial center on the world. Istanbul Financial Center project is instrumental in Türkiye’s 
strategy to become a global financial hub, with a strong emphasis on Islamic finance (Gül, 2021; 
İstanbul Finans Merkezi, 2024). By providing the necessary infrastructure, regulatory support, and a 
collaborative environment, the IFC will attract international Islamic finance players and contribute 
significantly to the global expansion of Sharia-compliant financial services.

Türkiye has emerged as a significant player in the international Islamic finance community, thanks to 
its robust regulatory framework that supports the growth of Sharia-based financial institutions. The 
government has promoted Islamic finance through favorable policies, ensuring a level playing field between 
Islamic and conventional institutions. This environment has facilitated the growth of participation banks 
and the development of innovative Islamic financial products, positioning Türkiye as a leader in regulatory 
best practices. By aligning with international standards and collaborating with global organizations, Türkiye 
has enhanced its credibility and reputation, attracting both foreign investments and local entrepreneurship. 
This proactive approach has helped build investor confidence, solidifying Türkiye’s status as a preferred 
destination for Islamic finance and a key contributor to the sector’s sustainable growth.

Türkiye’s contribution to the global Islamic finance market is further strengthened by its commitment 
to innovation and product diversification. The country has been at the forefront of developing 
Sharia-based financial instruments like sukuk, takaful, and various investment funds, catering to 
both domestic and international investors. These innovations have expanded the range of ethical 
investment options and positioned Türkiye as a hub for cutting-edge Islamic financial products. 
Türkiye’s efforts to incorporate fintech solutions have enhanced accessibility and efficiency, attracting 
tech-savvy investors and younger generations. This focus on diversification and innovation ensures 
that Türkiye remains competitive globally, adapting to and shaping future trends in the industry.

In addition to domestic efforts, Türkiye has actively engaged in international partnerships to bolster its 
position in the global Islamic finance market. By participating in global forums and collaborating with 
key industry players, Türkiye has shared knowledge, exchanged best practices, and fostered innovation. 
Partnerships with countries like Malaysia and the United Arab Emirates have allowed Türkiye to 
integrate advanced practices into its financial systems, amplifying its voice on the international stage. 
These collaborations have attracted foreign investments and joint ventures, boosting growth prospects 
and reinforcing Türkiye’s reputation as a thought leader and innovator in Islamic finance.

Türkiye’s strategic positioning, supportive regulatory framework, and commitment to innovation 
have solidified its role as a key player in the global Islamic finance market. By leveraging its unique 
advantages and fostering international collaboration, Türkiye has attracted significant investment and 
enhanced its influence within the Islamic finance community. The country’s robust infrastructure 
and strategic location have enabled it to act as a crucial link between Eastern and Western financial 
markets, facilitating the efficient flow of capital and expertise. As global demand for ethical and 
socially responsible financial products grows, Türkiye is poised to lead in developing innovative 
solutions that meet investor needs worldwide, further strengthening its contribution to the global 
Islamic finance market.

Türkiye’s leadership in this sector is underscored by its proactive approach to identifying emerging 
trends and responding agilely to market demands. Initiatives like developing fintech applications 
and promoting sustainability through green financial products exemplify Türkiye’s forward-thinking 
strategies, aligning with global sustainability goals and enhancing its reputation as a center for ethical 
finance. Türkiye’s focus on educational initiatives and capacity building ensures it remains at the 
forefront of industry advancements, with a skilled workforce knowledgeable in the latest financial 
innovations. The government’s commitment to a supportive business environment boosts investor 
confidence and facilitates continuous growth, making Türkiye an attractive destination for global 
investors seeking stability and ethical opportunities. As Türkiye builds on its successes, it is poised to 
play a significant role in shaping the future of Islamic finance globally.
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Table 6 highlights Türkiye’s comprehensive approach to solidifying its position as a leader in the 
global Islamic finance industry through regulatory strength, innovation, international collaboration, 
and strategic foresight.

Conclusion: The Path Forward for Islamic Finance in Türkiye
The development of Islamic finance in Türkiye has been shaped by a combination of historical 
foundations, strategic government support, and innovative financial practices. Türkiye’s unique 
geographic position as a bridge between East and West has enabled it to leverage its historical ties to 
Islamic culture while integrating into the global financial system. This has been supported by a robust 
regulatory framework that encourages the growth of participation banks and the creation of diverse, 
Sharia-based financial products such as sukuk, takaful, and socially responsible investment funds. By 
fostering an environment conducive to innovation and ethical finance, Türkiye has been able to attract 
a wide range of investors who are increasingly looking for alternatives to conventional financial 
products. As a result, Türkiye has solidified its role as a key player in the global Islamic finance market, 
attracting significant investment and establishing itself as a hub for ethical and sustainable financial 
solutions. This strategic positioning has not only enhanced Türkiye’s economic resilience but has 
also positioned it as a leader in promoting Islamic finance principles on the international stage. By 
balancing tradition with modernity, Türkiye continues to set benchmarks for Islamic finance globally, 
reinforcing its status as a crucial link in the international financial landscape.

Looking ahead, Türkiye faces both opportunities and challenges in its quest to further develop its 
Islamic finance sector. The increasing global demand for ethical and sustainable financial products 
presents a significant opportunity for Türkiye to expand its offerings and attract a broader range 
of investors. By continuing to innovate and diversify its product range, Türkiye can strengthen its 
competitive edge and increase its influence within the global Islamic finance community. Moreover, 
Türkiye can leverage its strategic location and cultural ties to position itself as a gateway for Islamic 
finance between Europe and Asia, facilitating cross-border investments and collaborations. 

Aspect Description

Regulatory 
Framework

Türkiye has established a robust regulatory framework supporting Sharia-based financial 
institutions, creating a level playing field between Islamic and conventional finance.

Government 
Support

The government promotes Islamic finance through favorable policies, enhancing investor 
confidence and attracting foreign investments and local entrepreneurship.

Innovation and 
Diversification

Türkiye leads in developing Sharia-based financial products like sukuk, takaful, and 
investment funds, positioning itself as a hub for cutting-edge financial solutions.

International 
Collaboration

Actively engages in global partnerships with countries like Malaysia and UAE, sharing 
knowledge and best practices to strengthen its global Islamic finance market presence.

Strategic 
Positioning

Leverages its location to act as a link between Eastern and Western markets, facilitating 
capital flow and expertise, and meeting the global demand for ethical products.

Forward-Thinking 
Strategies

Initiatives in fintech and sustainability demonstrate Türkiye’s alignment with global trends, 
enhancing its reputation as a leader in ethical finance.

Focus on 
Education

Emphasizes capacity building and education, ensuring a skilled workforce to maintain 
leadership in industry advancements.

Investor 
Confidence

A supportive business environment and strategic initiatives attract global investors, 
strengthening Türkiye’s role as a key player in shaping the future of Islamic finance.

Table 6
Summary of Türkiye’s Role in the International Islamic Finance Community



Mehmet BULUT & Cem KORKUT

636

However, challenges remain, such as the need to keep pace with rapid technological advancements and 
address potential geopolitical and economic uncertainties that may impact investor confidence and 
capital flows. Türkiye must also navigate regulatory complexities and ensure that its Islamic finance 
sector is agile enough to adapt to changing global market dynamics. By proactively addressing these 
challenges, Türkiye can ensure its Islamic finance sector remains resilient and continues to contribute 
to sustainable economic growth both domestically and internationally.

To capitalize on these opportunities and mitigate potential risks, Türkiye must maintain its commitment 
to fostering a supportive regulatory environment and investing in technological advancements. This 
includes implementing forward-thinking policies that encourage innovation while ensuring compliance 
with Sharia principles. By embracing digital transformation and promoting education and capacity-
building initiatives, Türkiye can ensure that its Islamic finance sector remains resilient and responsive 
to evolving market trends. Investing in fintech solutions and developing a skilled workforce capable 
of navigating the complexities of modern finance will be essential in maintaining a competitive 
edge. Furthermore, continued international collaboration and partnership building will be crucial in 
enhancing Türkiye’s role as a thought leader and innovator in the Islamic finance industry. By forging 
alliances with key players in the global market and actively participating in international forums, 
Türkiye can influence the direction of Islamic finance globally, sharing its expertise and best practices. 
This proactive approach will not only bolster Türkiye’s position in the industry but also contribute to 
the sustainable growth and diversification of the global Islamic finance sector.

Islamic finance, with its ethical foundation, commitment to sustainability, and emphasis on human 
dignity, offers significant value not just to Türkiye but to the global financial system. As the world faces 
growing challenges related to economic inequality, environmental degradation, and social injustice, 
the principles of Islamic finance provide a compelling alternative that aligns with the global shift 
towards more responsible and inclusive financial practices. By centering on risk-sharing, prohibiting 
exploitative practices, and prioritizing investments that contribute to societal well-being, Islamic 
finance promotes a more equitable and sustainable economic model. Türkiye’s leadership in this sector 
not only strengthens its own financial landscape but also contributes to the global effort to create 
a financial system that values ethics, sustainability, and human welfare. Türkiye’s strategic approach 
and commitment to innovation position it well to navigate the future of Islamic finance, ensuring its 
continued relevance and leadership in this rapidly evolving industry. By capitalizing on its strengths—
such as its unique geographic location, robust regulatory framework, and cultural affinity with 
Islamic finance principles—Türkiye is well-equipped to meet the growing global demand for ethical 
and sustainable financial solutions. As it addresses the challenges of technological advancement and 
geopolitical uncertainties, Türkiye can reinforce its position by fostering a dynamic environment that 
encourages innovation and collaboration. This includes investing in fintech and other technological 
advancements that can enhance the efficiency and accessibility of Islamic financial services. By doing 
so, Türkiye can continue to play a significant role in shaping the global Islamic finance landscape, 
contributing to sustainable growth and the development of a more ethical and inclusive financial 
system. Its efforts will not only bolster the domestic economy but also set new standards for the 
industry worldwide, showcasing how Islamic finance can drive positive social and economic outcomes 
in an interconnected global market. Through strategic foresight and a commitment to ethical practices 
and as the demand for such values-driven financial solutions increases Türkiye is poised to lead the 
charge in redefining the future of finance.
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