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The United States has the most banks in the world in terms of
instituations (7, 085 at the end of 2008) and possibly branches
(82,000). This is an indicator of the geography and regulatory
structure of the U.S.A, result in a larg number of small and medium
sized instituation in its banking system China's top 4 banks have in
access of 67,000 branches. Japan had 129 banks and 12,000
branches. Germany, France and italy each had more than 30,000
branches more than double the 15,000 branches in the U.K.(14)
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Islamic banking is intrest free banking inspired by Islamic law.
It's uses include Mudarabah (Profit sharing) Murabahah
{advance purchase with later sale at market up price) ljarah
(leasing or fong term credit) and Musharakha (equity
sharing).(16)
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A growth rate sharply higher than 7% rise in assets of conventional
banks in last some decades. In the present time growth in islamic

banking has also been steller and it has been’growing at a healthy
rate of 15-20 per year according to estimate.(21)
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Curently there are over 500 islamic financial instituations with a total
size of US$ 1.2 trillion, over 250 shariah complaint mutual funds with
300 BN funds, over 133 sharigh accounting standered for Islamic

financial institutions (AACIFI} have already been laid down more
then 60 countries have Islamic banking institutions out of which
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approximately 37 Muslim countries while 23 Non Muslim countries
including USA, UK, Canada, Switzerland, Sirilanka, South Africa and
Australia have islamic institution. (22)
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The UK government is determined to create a level plyaing feild for

shariah complainte products. There are a number of different
structures tor istamic home finance in the UK. Although the UK has
the most active and developed Islamic banking sector in the
European Union. (r4)
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intrestingly, the result of a survey conducted in the USA has
indicated that the bankers in that country perceived at least to out of
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20 Islamic banking practiceses acceptable to practices use

investment accounts transfer of fund, cost plus finance profit and
loss shafing, trust financing, leasing, iatters of gurantee, fiexible
investment of deposit and role is trustee.(32)
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Islamic Banking wrold over grew at ihw rate 15-20% perannum. Its

grwoth is not confined to pakistan but it is also includes the westren
secular countries.(37)

As campaire to
Assets of the largest banks in the world grew by 6.8% in 2008-09
financial year.(38)

bl it Yo L
The Islamic financial assets are expectad 1o cross 81 trillion by 2010,
in other words 12% of domastic banking industry share by 2012.(38)
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Meezan Bank, Paksitan's first and largest Islamic bank has been
awarded for 2009 by Islamic finance(41) is picneers of Islamic

banking in Pakistan and its operations as an investment from march
2002.(42)
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Islamic Banking is grwoing rapidly in Pakistan with 649 branches of

dedicated Islamic Banks and Islami¢c banking sections of

conventional banks. Their assets base is approximately Rs: 366

Billion while their. deposit base is approximately Rs: 383 with a

grwoth rate of around 55% and the share of Islamic banks in the

overall banking system stands at 5.9% approximately.(44)

Total Islamic Banking Branches

Funl iaivic Barkiey broshhey
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J Islamic Bank: FYD4 FY05 FY06 FyQ7 2007-08 | {RS. Million)
2008-09
Assets of the Islamic Bank: |44143 |71483 §119284 |205212 |200415 | 271,084
Deposits of the Islamic Bank |30185 |48932 {B3740 |146845 | 141933 | 198,049
Share in Banks Assets 1.40% |2.10% [2.90% |4.20% |4.10% |5.30%
Share in Bank Deposits 1.25 1.90% |2.80% |4.10% [3.90% |5.20%
(46)
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Financing Produets by islamic Banks (%age)

Mode of Financing 2003-04 |2004-05 |2005-06 |20086-07 |2007-08 |2008-09
Dec
Murabaha: 574 44.4 48.4 389 38.7 40.7
ljara 24.8 28.7 29.7 254 24.2 223
Musharaka 1 0.8 0.8 0.9 1.3 21
Mudaraba 03 0.2 02
Diminishing Muskaraka [5.9 14.8 14.8 251 24.8 29
Salam 0.7 1.8 1.9 1.4 1.8 1.6
Istisna 0.4 1.4 1.4 loe 24 |29
Qarz/Qarz-e-Hasna ‘
others 9.8 3 3 71 607 1.1
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(48) Source: SBP

Finuncing Mix of Islamic vanks
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Islamic banks had hoped to capture about 12% of the total banking
seclor in Pakistan by 2012 but now seems like a distant furge.(50)
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