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Abstract: In this paper, we examine the development of the Islamic Finance industry in Bahrain for the period 

2012-2014. We utilize the Islamic Finance Development Indicator (IFDI) developed by Thomson Reuters to 

HYDOXDWH� WKH� ¿YH� FRPSRQHQWV� RI� WKH� LQGXVWU\�� 4XDQWLWDWLYH� 'HYHORSPHQW�� .QRZOHGJH�� *RYHUQDQFH�� &RUSRUDWH�
6RFLDO� 5HVSRQVLELOLW\� DQG�$ZDUHQHVV�� 7KH� UHVXOWV� VKRZ� D� VLJQL¿FDQW� LPSURYHPHQW� LQ� WHUPV� RI� WKH�4XDQWLWDWLYH�
'HYHORSPHQW��.QRZOHGJH��DQG�$ZDUHQHVV�FRPSRQHQWV�RI�%DKUDLQ¶V� ,VODPLF�)LQDQFH� LQGXVWU\��+RZHYHU�� WKHUH� LV�
URRP�IRU� LPSURYHPHQW� LQ� WKH�&RUSRUDWH�*RYHUQDQFH�DQG�WKH�GLVFORVXUH�RI� WKH�IXQGV�GLVEXUVHG�WR�&KDULW\��=DNDW�
DQG�4DUG�+DVDQ��,Q�UHVSHFW�RI�WKH�YDULRXV�¿QDQFLDO�LQVWUXPHQWV�RI�WKH�LQGXVWU\��PRUH�IRFXV�VKRXOG�EH�GHGLFDWHG�WR�
7DNDIXO�DQG�,VODPLF�IXQGV�DV�PRVW�RI�WKH�GHYHORSPHQW�KDV�EHHQ�WR�,VODPLF�EDQNLQJ�DQG�6XNXN��7KH�UHVXOWV�KLJKOLJKW�
WKH�DUHDV�RI�WKH�,VODPLF�)LQDQFH�LQGXVWU\�WKDW�QHHGV�IXUWKHU�LPSURYHPHQW��&RUSRUDWH�6RFLDO�5HVSRQVLELOLW\��&65��
DQG�&RUSRUDWH�*RYHUQDQFH�
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1. INTRODUCTION

'XULQJ�WKH�ODVW�GHFDGH��,VODPLF�¿QDQFH�KDV�UHFHLYHG�FRQVLGHUDEOH�DWWHQWLRQ�PDLQO\�EHFDXVH�RI�LWV�
H[WHQVLYH� JURZWK�ERWK� LQ� VL]H� DQG�QXPEHU� RI�¿QDQFLDO� LQVWLWXWLRQV�� ,Q� ������ ,VODPLF�¿QDQFLDO� DVVHWV�
DQQXDO�JURZWK�ZDV������UHDFKLQJ�D�YDOXH�RI�DERXW������WULOOLRQ��DQG�LW�LV�H[SHFWHG�WR�JURZ�E\�D�IXUWKHU�
����LQ�WKH�QH[W�¿YH�\HDUV�1��=DKHU�DQG�+DVVDQ��������DUJXH�WKDW�WKHUH�DUH�VHYHUDO�UHDVRQV�EHKLQG�WKH�
JURZWK� RI� ,VODPLF�)LQDQFH�� DPRQJ� WKHVH� WKH� LQWURGXFWLRQ� RI�PDFURHFRQRPLF� DQG� VWUXFWXUDO� UHIRUPV��
OLEHUDOL]DWLRQ� RI� FDSLWDO�PRYHPHQWV� DQG� LQQRYDWLYH� ,VODPLF� SURGXFWV��7KH� DWWHQWLRQ� JLYHQ� WR� ,VODPLF�
)LQDQFH�ZDV�PDJQL¿HG�DIWHU�WKH�¿QDQFLDO�FULVLV�EHFDXVH�RI�LWV�ORZ�ULVN�DQG�VWDELOLW\��%HFN��'HPLUJ�o�
.XQW�� DQG�0HUURXFKH� ������� LQGLFDWH� WKDW� ,VODPLF�EDQNV�RXWSHUIRUPHG�FRQYHQWLRQDO�RQHV�GXULQJ� WKH�
UHFHQW� ¿QDQFLDO� FULVLV� ����������� 6HYHUDO� SDSHUV� KDYH� H[DPLQHG� WKH� SHUIRUPDQFH� RI� ,VODPLF� EDQNV��
6XNXN� DQG� ,VODPLF� )XQGV� �%DVKLU�� ������ 6DPDG�� ������ (OIDNKDQL�� +DVVDQ�� DQG� 6LGDQL�� ������ $O�
7DPLPL��������)DWKXUDKPDQ�DQG�)LWULDWL�� �������+RZHYHU�� DQ�HYDOXDWLRQ�RI� WKH�RYHUDOO�GHYHORSPHQW�
DQG�SHUIRUPDQFH�RI�WKH�,VODPLF�)LQDQFH�LQGXVWU\�KDV�EHHQ�RYHUORRNHG�LQ�SULRU�OLWHUDWXUH��,Q�WKLV�SDSHU��
ZH�DVVHVV� WKH�,VODPLF�)LQDQFH� LQGXVWU\� LQ�%DKUDLQ��GXULQJ� WKH�SHULRG������������ WR�HYDOXDWH�YDULRXV�
components and identify areas for improvement. 

1. This is based on ICD-Thomson Reuters, Islamic Finance Development Report 2015 http://www.zawya.com/ifg-publications/
IFDI_2015-241115073158K/
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7KHUH�DUH�������,VODPLF�¿QDQFLDO�LQVWLWXWLRQV�ZRUOGZLGH��RI�ZKLFK�����DUH�,VODPLF�EDQNV�ZLQGRZV��
7KH�¿QDQFLDO�LQGXVWU\�LV�RQH�RI�WKH�PDLQ�VHFWRUV�LQ�%DKUDLQ¶V�HFRQRP\��FRQWULEXWLQJ�WR�������RI�WKH�*'3��
DQG�LQFOXGLQJ�����¿QDQFLDO�LQVWLWXWLRQV�DV�RI�-XQH�������HPSOR\LQJ��������DV�RI��������)XUWKHUPRUH��
¿QDQFLDO�VHFWRU�LV�RQH�RI�WKH�¿YH�VHFWRUV�RQ�ZKLFK�WKH�%DKUDLQ�9LVLRQ������IRFXVHV�DQG�SURPRWHV��$O�
$MPL��$ER�+XVVDLQ�� DQG�$O�6DOHK��� �������=DKHU� DQG�+DVDQ� ������� DUJXH� WKDW�%DKUDLQ¶V� JHRJUDSKLF�
ORFDWLRQ��ZHOO�GHYHORSHG�LQIUDVWUXFWXUH��GH¿QHG�OHJDO�V\VWHP�DQG�OLEHUDO�WUDGH�DFFHOHUDWH�WKH�FKDQFHV�RI�
its further success in Islamic Finance.

6LQFH�WKH�����V��%DKUDLQ�KDV�EHHQ�ZHOO�NQRZQ�DV�D�FHQWHU�IRU�,VODPLF�)LQDQFH�GXH�WR�WKH�OHJLWLPDWH�
RIIVKRUH�EDQNLQJ�DQG�LQWHUQDWLRQDOO\�DFFHSWHG�UHJXODWLRQV��7KH�¿UVW�,VODPLF�FRPPHUFLDO�EDQN�LQ�%DKUDLQ�
�WKLUG�LQ�WKH�*&&���%DKUDLQ�,VODPLF�%DQN��ZDV�HVWDEOLVKHG�LQ�������7KH�&HQWUDO�%DQN�RI�%DKUDLQ�KDV�
LPSRVHG� D� FRPSUHKHQVLYH� SUXGHQWLDO� DQG� UHJXODWRU\� IUDPHZRUN� IRU� ,VODPLF� )LQDQFLDO� LQVWLWXWLRQV��
%DKUDLQ�LV�DOVR�WKH�KRVW�RI�VHYHUDO�,VODPLF�)LQDQFH�RUJDQL]DWLRQV�VXFK�DV�WKH�$FFRXQWLQJ�DQG�$XGLWLQJ�
2UJDQL]DWLRQ� IRU� ,VODPLF�)LQDQFLDO� ,QVWLWXWLRQV� �$$2,),��� WKH�/LTXLGLW\�0DQDJHPHQW�&HQWUH� �/0&���
WKH�,QWHUQDWLRQDO�,VODPLF�)LQDQFLDO�0DUNHW��,,)0���WKH�,VODPLF�,QWHUQDWLRQDO�5DWLQJ�$JHQF\��,,5$��DQG�
WKH�6KDUL\D�5HYLHZ�%XUHDX��2Q� WKH�RWKHU� KDQG�� WKH�&HQWUDO�%DQN�RI�%DKUDLQ�KDV� DOVR� HVWDEOLVKHG� D�
VSHFLDO�IXQG��:DTI�IXQG��WR�¿QDQFH�UHVHDUFK��HGXFDWLRQ�DQG�WUDLQLQJ��*ULJRULDQ�DQG�0DQROH��������¿QG�
WKDW�%DKUDLQ¶V�EDQNV�DUH�PRUH�WHFKQLFDO�HI¿FLHQW�WHFKQLFDOO\�WKDQ�RWKHU�EDQNV�LQ�WKH�*&&��ZKLOH�WKHUH�
ZDV�QR�HYLGHQFH�IRU�VLJQL¿FDQW�GLIIHUHQFH�EHWZHHQ�WKH�HI¿FLHQF\�LQGLFDWRUV�RI�%DKUDLQ¶V�,VODPLF�DQG�
FRQYHQWLRQDO�EDQNV��

7KH� UHVXOWV� RI� WKLV� UHVHDUFK� VKRZ� WKDW�%DKUDLQ¶V� ,VODPLF�)LQDQFH� LQGXVWU\� KDV� EHHQ� GHYHORSLQJ�
VLJQL¿FDQWO\� RYHU� WKH� SDVW� IHZ� \HDUV�� LQ� SDUWLFXODU� ZLWK� WKH� GHYHORSPHQW� RI� ,VODPLF� EDQNV�� 6XNXN��
HGXFDWLRQ�DQG�UHVHDUFK��DQG�DQ�LQFUHDVH�LQ�WKH�DZDUHQHVV�RI�WKH�,VODPLF�)LQDQFH�LQGXVWU\��+RZHYHU��WKH�
¿QGLQJV�VKHG�OLJKW�RQ�WKH�QHHG�IRU�LPSURYHPHQW�LQ�WZR�LPSRUWDQW�DUHDV��&RUSRUDWH�6RFLDO�5HVSRQVLELOLW\�
�&65��DQG�&RUSRUDWH�*RYHUQDQFH��7KH�&65��DQG�LQ�SDUWLFXODU�WKH�&65�GLVEXUVHPHQW�FRPSRQHQW��QHHGV�
H[WHQVLYH� DWWHQWLRQ� FRYHULQJ� WKH� GLVWULEXWLRQ� RI� IXQGV� WKURXJK� =DNDW�� 4DUG�+DVDQ� DQG� &KDULW\�� 7KH�
&RUSRUDWH�*RYHUQDQFH�LQGLFDWRU��ZKLFK�PHDVXUHV�WKH�SUHVHQFH�RI�DQ�LQGHSHQGHQW�FKDLU�RI�WKH�ERDUG��WKH�
QXPEHU�RI�LQGHSHQGHQW�GLUHFWRUV�RQ�WKH�ERDUG��WKH�H[LVWHQFH�RI�D�QRQ�H[HFXWLYH�FKDLU�RI�WKH�DXGLW�DQG�ULVN�
PDQDJHPHQW�FRPPLWWHH�DQG�WKH�VXP�RI�WRWDO�GLVFORVHG�LWHPV�LQ�WKH�¿QDQFLDO�LQVWLWXWLRQ�DQQXDO�UHSRUW��
GURSSHG�GXULQJ�RXU�VDPSOH�SHULRG��,Q�DGGLWLRQ��7DNDIXO�DQG�,VODPLF�IXQGV�QHHG�H[WUD�DWWHQWLRQ�DV�PRVW�RI�
WKH�GHYHORSPHQW�KDV�EHHQ�WR�,VODPLF�EDQNLQJ�DQG�6XNXN��0RUH�,VODPLF�)LQDQFH�UHVHDUFK�SDSHUV�QHHG�WR�
EH�SXEOLVKHG��DQG�IXUWKHU�FRQIHUHQFHV�DQG�VHPLQDUV�HQFRPSDVVLQJ�DOO�FRPSRQHQWV�RI�WKH�,VODPLF�)LQDQFH�
LQGXVWU\�DUH�HQFRXUDJHG�WR�EH�KRVWHG�LQ�%DKUDLQ�

7KH� ¿QGLQJV� RI� WKLV� SDSHU� FRQWULEXWH� WR� WKH� EURDG� ¿HOG� RI� ,VODPLF� )LQDQFH� E\� DVVHVVLQJ� WKH�
development and performance of the Islamic Finance industry as a whole. They also add to several 

VWUDQGV�RI�WKH�OLWHUDWXUH��)LUVW��WKH\�H[WHQG�WKH�H[WHQVLYH�OLWHUDWXUH�RQ�WKH�SHUIRUPDQFH�RI�,VODPLF�EDQNV�
LQ�JHQHUDO��%HFN��'HPLUJ�o�.XQW��DQG�0HUURXFKH��������DQG�WKH�*&&�LQ�VSHFL¿F��6DPDG��������6UDLUL��
������6LUDM�DQG�3LOODL���������6HFRQG��ZH�EHOLHYH�WKDW�RXU�SDSHU�FRPSOHPHQWV�WKH�FRPSDUDWLYH�SDSHUV�RQ�
,VODPLF�EDQNV�YHUVXV�FRQYHQWLRQDO�EDQNV��$JJDUZDO�DQG�<RXVHI��������$O��$O�$MPL��$ER�+XVVDLQ��DQG�
$O�6DOHK���������+DVVDQ��������$KPDG��5HKPDQ��DQG�6DIZDQ��������$NKWDU��$OL��DQG�6DGDTDW���������
7KLUG��WKH�UHVXOWV�FRQWULEXWH�WR�WKH�OLWHUDWXUH�RQ�WKH�SHUIRUPDQFH�RI�,VODPLF�)XQGV��(OIDNKDQL��+DVVDQ��

DQG�6LGDQL��������DQG�6XNXN��6DLG��������)DWKXUDKPDQ�DQG�)LWULDWL��������6KHULQ��������

7KH� SDSHU� SURFHHGV� DV� IROORZV��ZH� UHYLHZ� WKH� UHODWHG� OLWHUDWXUH� LQ� 6HFWLRQ� �� DQG� GHVFULEH� RXU�
GDWD�DQG�PHWKRGRORJ\�LQ�6HFWLRQ����:H�SUHVHQW�RXU�UHVXOWV�LQ�6HFWLRQ���DQG�GLVFXVV�WKHP�DQG�SURYLGH�
recommendations in Section 5. Section 6 concludes the paper. 
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2. LITERATURE REVIEW

The� HYDOXDWLRQ� RI� WKH� ZKROH� ,VODPLF� )LQDQFH� LQGXVWU\� KDV� QRW� EHHQ� LQYHVWLJDWHG� LQ� SUHYLRXV�
OLWHUDWXUH��DOWKRXJK�VHYHUDO�SDSHUV�KDYH�H[DPLQHG�WKH�SHUIRUPDQFH�RI�VRPH�RI�WKH�VHFWRUV�RI�WKH�LQGXVWU\�
VXFK�DV�EDQNV��IXQGV�DQG�6XNXN��7KH�SURJUHVV�DQG�GHYHORSPHQW�RI�,VODPLF�¿QDQFLDO�LQVWLWXWLRQV�KDYH�
EHHQ�DVVHVVHG�PDLQO\�E\�FRPSDULQJ�WKHP�WR�FRQYHQWLRQDO�EDQNV��7KLV�FRPSDULVRQ�H[WHQGV�WR�GLIIHUHQW�
GLPHQVLRQV��DOWKRXJK�IRU�WKH�SXUSRVH�RI�RXU�SDSHU�ZH�GLVFXVV�WKRVH�SDSHUV�WKDW�FRPSDUH�WKHLU�SHUIRUPDQFH��
%HFN��'HPLUJ�o�.XQW��DQG�0HUURXFKH��������¿QG�WKDW�,VODPLF�EDQNV�KDYH�KLJKHU�LQWHUPHGLDWLRQ�UDWLRV��
KLJKHU� DVVHW� TXDOLW\� DQG� DUH� EHWWHU� FDSLWDOL]HG�� EXW� DUH� OHVV� HI¿FLHQW� WKDQ� FRQYHQWLRQDO� EDQNV��7KHVH�
¿QGLQJV�ZHUH�EDVHG�RQ�EDQNV�LQ����FRXQWULHV�IRU�WKH�SHULRG������������

,Q�0LGGOH�(DVW�DQG�*XOI�FRXQWULHV��6DPDG��������VKRZV�WKDW�WKHUH�LV�QR�GLIIHUHQFH�EHWZHHQ�,VODPLF�
DQG�FRQYHQWLRQDO�EDQNV�ZLWK�UHVSHFW�WR�SUR¿WDELOLW\�DQG�OLTXLGLW\��ZKLOH�WKH�IRUPHU�DUH�VXSHULRU�LQ�WHUPV�
RI�FUHGLW�SHUIRUPDQFH�PDLQO\�EHFDXVH�RI�WKHLU�KLJK�HTXLW\�UDWLR�DQG�FRQVHUYDWLVP��7KH�VWXG\�E\�6LUDM�DQG�
3LOODL��������SRLQWV�RXW�WKDW�,VODPLF�EDQNV�LQ�WKH�*&&�SHUIRUPHG�EHWWHU�WKDQ�FRQYHQWLRQDO�RQHV�GXULQJ�
WKH�SHULRG������������7KH\�VXJJHVW�WKDW�WKLV�¿QGLQJ�LV�GULYHQ�E\�WKH�RXWSHUIRUPDQFH�RI�,VODPLF�EDQNV�
GXULQJ�WKH�¿QDQFLDO�FULVLV��WKLV�DUJXPHQW�ZDV�VXSSRUWHG�E\�+XVVHLQ��$ODP��DQG�0XUDG���������2Q�WKH�
RWKHU�KDQG��6UDLUL��������¿QGV�WKDW�*&&�,VODPLF�EDQNV�DUH�OHVV�FRVW�DQG�SUR¿W�HI¿FLHQW�WKDQ�FRQYHQWLRQDO�
EDQNV�GXH�WR�WKH�VPDOO�VL]H�RI�WKHLU�DVVHWV��KLJK�UHPXQHUDWLRQ�SDFNDJHV�DQG�FRPSOH[�VWUXFWXUH��ORZ�ULVN�
DQG�WKH�UHJXODWRU\�HQYLURQPHQW��

,Q�UHVSHFW�RI�WKH�PDLQ�GHWHUPLQDQWV�RI�WKH�SHUIRUPDQFH�RI�,VODPLF�EDQNV��%DVKLU��������¿QGV�WKDW�
,VODPLF�EDQNV¶�SHUIRUPDQFH�LQ�WKH�0LGGOH�(DVW�LV�DIIHFWHG�E\�WKHLU�FDSLWDO�DQG�ORDQV�UDWLRV��FXVWRPHU�DQG�
VKRUW�WHUP�IXQGLQJ��QRQ�LQWHUHVW�HDUQLQJ�DVVHWV��RYHUKHDGV�DQG�WD[�IDFWRUV��$O�7DPLPL��������VKRZV�WKDW�
FRVWV�DQG�WKH�QXPEHU�RI�EUDQFKHV�DUH�WKH�PDLQ�SHUIRUPDQFH�GHWHUPLQDQWV�RI�8$(�,VODPLF�EDQNV��2OVRQ�
DQG�=RXEL��������DUJXH�WKDW�WKHUH�DUH�IRXU�PDLQ�FKDUDFWHULVWLFV�RI�WKH�*&&¶V�EDQNLQJ�LQGXVWU\��UHOLDQFH�
RQ�WKH�RLO�LQGXVWU\��PDMRULW\�RI�WKH�VWRFNV�OLVWHG�LQ�*&&�H[FKDQJHV�EHORQJ�WR�EDQNV��KLJK�JRYHUQPHQW�
RZQHUVKLS�LQ�WKHP��DQG�OHQGLQJ�LV�GRPLQDWHG�E\�FRQVWUXFWLRQ��UHDO�HVWDWH��DQG�FRQVXPHU�ORDQV��2WKHU�
SDSHUV�H[DPLQH�WKH�LPSDFW�RI�,VODPLF�EDQNV�RQ�WKH�HFRQRP\��<XVRI�DQG�%DKORXV��������¿QG�WKDW�WKH�
,VODPLF�EDQNV�LQ�WKH�*&&�DQG�(DVW�$VLD�FRQWULEXWH�OHVV�WR�HFRQRPLF�JURZWK�WKDW�WKRVH�LQ�0DOD\VLD�DQG�
Indonesia. 

In a similar vein, a comparison between Islamic and conventional funds was conducted by 

(OIDNKDQL��+DVVDQ��DQG�6LGDQL�������ZKR�¿QG�WKDW��RYHUDOO��WKHUH�LV�QR�VLJQL¿FDQW�GLIIHUHQFH�EHWZHHQ�
WKH�SHUIRUPDQFH�RI� ,VODPLF�PXWXDO� IXQGV�DQG�FRQYHQWLRQDO�RQHV�� DOWKRXJK� ,VODPLF� IXQGV�RXWSHUIRUP�
FRQYHQWLRQDO�RQHV�GXULQJ� UHFHVVLRQ�SHULRGV��6LPLODUO\��$O�=RXEL�DQG�0DJK\HUHK� �������H[DPLQH� WKH�
'RZ�-RQHV�,VODPLF�:RUOG�,QGH[��VKRZLQJ�WKDW�LW�LV�OHVV�ULVN\�WKDQ�WKH�'RZ�-RQHV�:RUOG�,QGH[�DQG�WKDW�
WKH�HOLPLQDWLRQ�RI�6KDULDK�QRQ�FRPSOLDQW�FRPSDQLHV�GRHV�QRW�DIIHFW�UHWXUQ�LQ�WKH�,QGH[��=DKHU�DQG�+DVDQ�
�������DVVHVV�WKH�SHUIRUPDQFH�RI�WKH�'RZ�-RQHV�,VODPLF�0DUNHW�,QGH[�DJDLQVW�RWKHU�LQGLFHV�VXFK�DV�6	3�
�����'-�86��'-�:RUOG��06&,�:RUOG��IRU�WKH�SHULRG������������DQG�WKH\�LQGLFDWH�WKDW�WKH�SHUIRUPDQFH�
RI�'-,0�LV�DW�SDU�FRPSDUHG�WR�RWKHU�LQGLFHV�

)HZ�VWXGLHV�KDYH�LQYHVWLJDWHG�WKH�SHUIRUPDQFH�RI�6XNXN�YHUVXV�FRQYHQWLRQDO�ERQGV��)DWKXUDKPDQ�
DQG�)LWULDWL� �������¿QG� WKDW�6XNXN�SURYLGHV�KLJKHU�\LHOG� WR�PDWXULW\� WKDQ�ERQGV� LQ�0DOD\VLD��6KHULQ�
�������VKRZV�WKDW�6XNXN�ORZHUV�D�SRUWIROLR¶V�ULVN�DQG�SURYLGHV�GLYHUVL¿FDWLRQ��7KLV�¿QGLQJ�LV�FRQVLVWHQW�
ZLWK�WKH�UHVXOWV�RI�5DHL�DQG�&DNLU���������$GGLWLRQDOO\��6DLG��������H[DPLQHV�WKH�HIIHFW�RI�6XNXN�RQ�
,VODPLF� EDQNV¶� SHUIRUPDQFH� GXULQJ� WKH� ¿QDQFLDO� FULVLV�� +H� LQGLFDWHV� WKDW� 6XNXN� GLG� QRW� DIIHFW� WKHLU�
SHUIRUPDQFH��DOWKRXJK�EDQNV�XVHG�WKHP�IRU�OLTXLGLW\�SXUSRVHV��
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7R�VXP�XS��WKH�SUHYLRXV�OLWHUDWXUH�KDV�IRFXVHG�RQ�H[DPLQLQJ�WKH�SHUIRUPDQFH�RI�,VODPLF�¿QDQFLDO�
LQVWLWXWLRQV� DQG� LQVWUXPHQWV�� KRZHYHU�� OLWWOH� DWWHQWLRQ� KDV� EHHQ� GHYRWHG� WR� DQ\� LQYHVWLJDWLRQ� RI� WKH�
GHYHORSPHQW�RI�WKH�,VODPLF�)LQDQFH�LQGXVWU\�DV�D�ZKROH��7KLV�LV�FRQVLGHUHG�D�VLJQL¿FDQW�RPLVVLRQ�WKDW�
RXU�SDSHU�WULHV�WR�DGGUHVV��DV�LW�QRW�RQO\�HYDOXDWHV�,VODPLF�EDQNV�RU�IXQGV��EXW�DOVR�SURYLGHV�DQ�DJJUHJDWH�
assessment of the Islamic Finance Industry.

3. DATA AND METHODOLOGY

Our data was retrieved from Thomson Reuters for the period 2012-2014. Thomson Reuters has 

EHHQ�SURYLGLQJ�NQRZOHGJH�VROXWLRQV�IRU�,VODPLF�)LQDQFH�IRU�VRPH����\HDUV��DQG�WKHLU�,VODPLF�)LQDQFH�
SURGXFWV� LQFOXGH��7KRPVRQ�5HXWHUV� (LNRQ�� ,GHDO�5DWLQJV� 6KDULDK� )XQG�0DQDJHPHQW�	�3XUL¿FDWLRQ�
6HUYLFHV��7KRPVRQ�5HXWHUV�(LNRQ�0HVVHQJHU��=DZ\D��,VODPLF�)LQDQFH�*DWHZD\�&RPPXQLW\��,VODPLF�
)LQDQFH�*DWHZD\�$QDO\WLFV��,VODPLF�)LQDQFH�*DWHZD\�6ROXWLRQV��,VODPLF�,QGLFHV��DQG�,VODPLF�,QWHUEDQN�
%HQFKPDUN�5DWH��7DEOH���SURYLGHV�DQ�RYHUYLHZ�RI�WKH�,VODPLF�)LQDQFH�LQGXVWU\�LQ�%DKUDLQ�LQ������

Table 1. IslamIc FInance IndusTry In bahraIn

Assets of Islamic Finance ��������PLOOLRQ

$VVHWV�RI�,VODPLF�%DQNV ��������PLOOLRQ

$VVHWV�RI�7DNDIXO�5H7DNDIXO�2SHUDWRUV �����PLOOLRQ

Assets of other Financial Institutions �����PLOOLRQ

Number of Islamic Financial Institutions ��

1XPEHU�RI�,VODPLF�%DQNV�:LQGRZV 32

1XPEHU�RI�7DNDIXO�5H7DNDIXO�2SHUDWRUV 10

Number of Other Financial Institutions 17

9DOXH�RI�6XNXN�2XWVWDQGLQJ �������PLOOLRQ

7KHUH�DUH����,VODPLF�)LQDQFLDO�,QVWLWXWLRQV�LQ�%DKUDLQ��RI�ZKLFK����DUH�,VODPLF�EDQNV�ZLQGRZV�DQG�
���DUH�7DNDIXO�UH7DNDIXO�RSHUDWRUV��7KH�YDOXH�RI�WKH�DVVHWV�RI�,VODPLF�)LQDQFH�DUH�DERXW���������PLOOLRQ��
DQG�,VODPLF�EDQNV�KDYH�WKH�GRPLQDWLQJ�SHUFHQWDJH�RI�WKRVH�DVVHWV�RI�DERXW��������WKH�YDOXH�RI�6XNXN�
RXWVWDQGLQJ�LV�DERXW��������PLOOLRQ�DQG����PLOOLRQ�UHSUHVHQWV�WKH�QHW�DVVHW�YDOXH�RI�,VODPLF�IXQGV�

To assess the development of the Islamic Finance industry, we rely on the Islamic Finance 

'HYHORSPHQW�,QGLFDWRU��,)',��GHYHORSHG�E\�7KRPVRQ�5HXWHUV�IRU�WKH�SHULRG������������7KH�DGYDQWDJH�
RI� WKLV� LQGLFDWRU� LV� WKDW� LW� SURYLGHV� DQ� RYHUYLHZ� RI� WKH� LQGXVWU\� IURP� ¿YH� GLIIHUHQW� SHUVSHFWLYHV��
4XDQWLWDWLYH�'HYHORSPHQW��.QRZOHGJH��*RYHUQDQFH��&RUSRUDWH�6RFLDO�5HVSRQVLELOLW\�DQG�$ZDUHQHVV��
7KH�LQGLFDWRU�WDNHV�LQWR�DFFRXQW�WKH�SHUIRUPDQFH�RI�WKH�LQGXVWU\�LQ�WHUPV�RI�FRUH�EXVLQHVV��PDQDJHPHQW�
DQG�LQGXVWU\�FRPSRQHQWV��,W�LV�D�FRPSRVLWH�ZHLJKWHG�LQGH[�DQG�WKH�GDWD�XVHG�WR�FDOFXODWH�LW�LV�SXEOLFO\�
available data to avoid any bias.

7KH�4XDQWLWDWLYH� 'HYHORSPHQW� LQGLFDWRU� DVVHVVHV� WKH� GHYHORSPHQW� DQG� SHUIRUPDQFH� LQ� VHFWRUV�
RI� WKH� LQGXVWU\� LQFOXGLQJ�EDQNV��7DNDIXO�� RWKHU�¿QDQFLDO� LQVWLWXWLRQV��6XNXN� DQG� IXQGV��7KH�EDQNLQJ�
VXE�LQGLFDWRU�PHDVXUHV�WKH�EDQNLQJ�DVVHWV�� WKH�QXPEHU�RI�IXOO\�ÀHGJHG�EDQNV��WKH�QXPEHU�RI�,VODPLF�
ZLQGRZV��WKH�QXPEHU�RI�,VODPLF�EDQNV�OLVWHG�RQ�H[FKDQJH��WKH�UHWXUQ�RQ�DVVHWV�� WKH�UHWXUQ�RQ�HTXLW\��
DQG� WKH� VWRFN�SULFH�SHUIRUPDQFH��6LPLODUO\�� WKH�7DNDIXO� DQG�RWKHU�¿QDQFLDO� LQVWLWXWLRQV� VXE�LQGLFDWRU�
FRQVLGHUV�WKH�VDPH�PHWULFV�H[FHSW�IRU�WKH�QXPEHU�RI�,VODPLF�ZLQGRZV��)RU�6XNXN��WKH�PHWULFV�LQFOXGHG�
IRU�PHDVXULQJ�LWV�GHYHORSPHQW�DUH�WKH�QXPEHU�RI�6XNXN�LVVXDQFH��WKH�QXPEHU�RI�RXWVWDQGLQJ�6XNXN��WKH�
6XNXN�LVVXDQFH�YROXPH��WKH�6XNXN�RXWVWDQGLQJ�YROXPH��WKH�QXPEHU�RI�OLVWHG�6XNXN�DQG�WKH�QXPEHU�RI�
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UDWHG�6XNXN�DV�ZHOO�DV�WKH�ELG�DQG�DVN�VSUHDG�WR�HYDOXDWH�SHUIRUPDQFH��)LQDOO\��WKH�,VODPLF�IXQGV�VXE�
LQGLFDWRU�FRQVLGHUV� WKH�QXPEHU�RI� IXQGV�� WKH�DVVHWV�XQGHU�PDQDJHPHQW�� WKH�QXPEHU�RI� ,VODPLF�IXQGV�
ODXQFKHG��WKH�QXPEHU�RI�,VODPLF�DVVHW�PDQDJHUV�DQG�WKH�FXPXODWLYH�SHUIRUPDQFH��

7KH�.QRZOHGJH�LQGLFDWRU�HYDOXDWHV�KXPDQ�FDSLWDO��LQ�SDUWLFXODU��LW�KDV�WZR�VXE�LQGLFDWRUV��HGXFDWLRQ�
DQG�UHVHDUFK��(GXFDWLRQ�LQYROYHV�WKH�QXPEHU�RI�XQLYHUVLWLHV�DQG�LQVWLWXWLRQV�RIIHULQJ�FRXUVHV�LQ�,VODPLF�
¿QDQFH�DQG�WKH�QXPEHU�RI�XQLYHUVLWLHV�RIIHULQJ�D�GHJUHH�LQ�,VODPLF�¿QDQFH��5HVHDUFK�LV�SUR[LHG�E\�WKH�
number of journal articles in peer-reviewed journals in the last three years, as well as the number of 

research projects in the last three years.

7KH�*RYHUQDQFH�LQGLFDWRU�FRQVLVWV�RI�UHJXODWLRQV��6KDULDK�FRPSOLDQFH��DQG�FRUSRUDWH�JRYHUQDQFH��
7KH� UHJXODWLRQ� VXE�LQGLFDWRU� UHYLHZV� WKH� H[LVWHQFH� RI� UHJXODWLRQV� IRU� ,VODPLF� EDQNLQJ�� WKH� VSHFL¿F�
DFFRXQWLQJ�UXOHV�IRU�,VODPLF�¿QDQFH�� WKH�VSHFL¿F�6KDULDK�JRYHUQDQFH�UHJXODWLRQV�IRU�,VODPLF�¿QDQFH��
WKH�7DNDIXO� UHJXODWLRQV�� WKH�6XNXN� UHJXODWLRQV� DQG� WKH�)XQG� UHJXODWLRQV��7KH�6KDULDK� FRPSOLDQFH� LV�
measured by the number of scholars with at least one board membership, the number of scholars with 

PRUH�WKDQ�¿YH�ERDUG�PHPEHUVKLSV��WKH�QXPEHU�RI�LQVWLWXWLRQV�ZLWK�PRUH�WKDQ�WKUHH�6KDULDK�VXSHUYLVRU\�
ERDUGV�� DQG� WKH� H[LVWHQFH� RI� D� FHQWUDOL]HG� 6KDULDK� FRPPLWWHH�� &RUSRUDWH� JRYHUQDQFH� PHDVXUHV� WKH�
presence of an independent chair of the board, the number of independent directors on the board, the 

H[LVWHQFH�RI�D�QRQ�H[HFXWLYH�FKDLU�RI�WKH�DXGLW�DQG�ULVN�PDQDJHPHQW�FRPPLWWHH�DQG�WKH�VXP�RI�WRWDO�
GLVFORVHG�LWHPV�LQ�WKH�¿QDQFLDO�LQVWLWXWLRQ¶V�DQQXDO�UHSRUW��

7KH�&RUSRUDWH�6RFLDO�5HVSRQVLELOLW\�,QGLFDWRU�PHDVXUHV�,VODPLF�EDQNV¶�DFFRXQWDELOLW\�WKURXJK�WZR�
VXE�LQGLFDWRUV��&RUSRUDWH�6RFLDO�5HVSRQVLELOLW\��&65��DFWLYLWLHV�DQG�WKH�GLVWULEXWLRQ�RI�IXQGV�WKURXJK�
=DNDW��4DUG�+DVDQ�DQG�&KDULW\��7KH�&65�DFWLYLWLHV�VXE�LQGLFDWRU�FRQVLGHUV�WKH�H[LVWHQFH�RI�WKH�SROLFLHV�
IRU� VFUHHQLQJ�FOLHQWV��GHDOLQJ�ZLWK�FOLHQWV�� HDUQLQJ�DQG�H[SHQGLWXUH�SURKLELWHG�E\�6KDULDK�� HPSOR\HH�
ZHOIDUH��=DNDW�� SROLF\� IRU�4DUG�+DVDQ�� VRFLDO� GHYHORSPHQW� DQG� HQYLURQPHQW�EDVHG� LQYHVWPHQWV�� SDU�
H[FHOOHQFH� FXVWRPHU� VHUYLFH�� SROLF\� IRU� VPDOO� DQG�PHGLXP� HQWHUSULVH� DQG� VRFLDO� VDYLQJV�� SROLF\� IRU�
FKDULWDEOH�DFWLYLWLHV��DQG�SROLF\�IRU�:DTI�PDQDJHPHQW�

)LQDOO\��WKH�$ZDUHQHVV�LQGLFDWRU�PHDVXUHV�WKH�DZDUHQHVV�RI�WKH�,VODPLF�¿QDQFH�LQGXVWU\��ZLWK�WKUHH�

VXE�LQGLFDWRUV��QXPEHU�RI�VHPLQDUV��QXPEHU�RI�FRQIHUHQFHV�DQG�QHZV�YROXPH�

4. RESULTS

,Q�WKLV�VHFWLRQ��ZH�¿UVW�GLVFXVV�WKH�RYHUDOO�SHUIRUPDQFH�RI�%DKUDLQ¶V�,VODPLF�)LQDQFH�LQGXVWU\�GXULQJ�
�����������6HFRQG��ZH�HYDOXDWH� WKH�SHUIRUPDQFH�DFFRUGLQJ� WR� WKH�¿YH�FRPSRQHQWV�RI� WKH� LQGLFDWRU��
)LQDOO\��ZH� FRQGXFW� D� FRPSDULVRQ� RI� WKH� SHUIRUPDQFH� RI�%DKUDLQ� DJDLQVW� WKH� JOREDO� DQG�0DOD\VLDQ�

indicators.

A. Overall Islamic Finance Development Indicator

)LJXUH���VKRZV�WKH�RYHUDOO�,VODPLF�'HYHORSPHQW�,QGLFDWRU�IRU�%DKUDLQ�IRU�WKH�SHULRG������������7KHUH�
is a clear improvement in the development of the Islamic Finance industry in Bahrain over this period.
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)LJXUH����%DKUDLQ¶V�,VODPLF�)LQDQFH�'HYHORSPHQW�,QGLFDWRU

,Q�������WKH�LQGLFDWRU�KDG�D�YDOXH�RI�DERXW�����IROORZHG�E\�DQ�LQFUHDVH�RI�VRPH����SRLQWV�LQ������
ZKLFK�FRQWLQXHG�WR�ULVH�XQWLO�LW�UHDFKHG�DERXW����LQ�������,Q�WKH�QH[W�VXE�VHFWLRQ��ZH�H[SORUH�WKH�UHDVRQV�
EHKLQG�WKLV�LQFUHDVH�E\�LQYHVWLJDWLQJ�ZKHWKHU�WKH�LQFUHDVH�LV�IURP�RQH�SDUWLFXODU�DUHD�RU�DQ�DJJUHJDWH�
rise in all the sub-indicators. 

B. The Five Components of the Performance Indicator

,Q�WKLV�VXE�VHFWLRQ��ZH�H[SORUH�WKH�¿YH�FRPSRQHQWV�RI�WKH�SHUIRUPDQFH�LQGLFDWRU��¿UVW�GLVFXVVLQJ�
WKH�UHVXOWV�IRU�HDFK�LQGLFDWRU�DQG�WKHQ�FRQVLGHULQJ�WKH�UHVSHFWLYH�VXE�LQGLFDWRUV�

table 2. quantitative development indicator

2012 2013 2014

4XDQWLWDWLYH�'HYHORSPHQW

� ,VODPLF�%DQNLQJ
� 7DNDIXO
 Other Islamic Financial Institutions

� 6XNXN
 Funds

��

50

12

11

10

12

27

��
16

27

�
0

��

��
17

22

14

�

7DEOH���SUHVHQWV�WKH�4XDQWLWDWLYH�'HYHORSPHQW�LQGLFDWRU�DORQJ�ZLWK�LWV�¿YH�VXE�LQGLFDWRUV��,VODPLF�
EDQNLQJ��7DNDIXO��RWKHU�,VODPLF�¿QDQFLDO�LQVWLWXWLRQV��6XNXN�DQG�IXQGV��IRU�WKH�SHULRG������������7KH�
LQGLFDWRU�VKRZV�WKDW�WKHUH�ZDV�D�VLJQL¿FDQW�LPSURYHPHQW�RI�DERXW����SRLQWV�LQ�WKH�GHYHORSPHQW�RI�WKH�
Islamic Finance industry in Bahrain over our sample period. This improvement was driven mainly by 

WKH�,VODPLF�EDQNLQJ�VXE�LQGLFDWRU��,VODPLF�EDQNLQJ�LV�NQRZQ�WR�EH�WKH�IDVWHVW�JURZLQJ�VHJPHQW�RI�WKH�
LQGXVWU\��=DKHU�DQG�+DVDQ���������,Q�������%DKUDLQ�KDG�WKH�KLJKHVW�UDWLR��������RI�,VODPLF�EDQNLQJ�
DVVHWV� WR�*'3�FRPSDUHG�WR�WKH�RWKHU�����FRXQWULHV�LQFOXGHG�LQ�WKH�,)',��7KH�RWKHU�,VODPLF�¿QDQFLDO�
LQVWLWXWLRQV�VXE�LQGLFDWRU�DOVR�VKRZV�VLJQL¿FDQW�SURJUHVV��ZLWK�D�PLOG�LQFUHDVH�LQ�WKH�7DNDIXO�DQG�6XNXN�
VXE�LQGLFDWRUV��7DNDIXO� DVVHWV� DQG� 6XNXN� RXWVWDQGLQJ� UHSUHVHQWHG� RQO\� ��� DQG� ���� UHVSHFWLYHO\� RI�
%DKUDLQ¶V�*'3�DV�RI�������7KH�UHWXUQ�RQ�DVVHWV�RI�7DNDIXO�RSHUDWRUV�ZDV�����LQ�������2Q�WKH�RWKHU�
hand, the funds sub-indicator shows a decline in the funds sector by about 4 points between 2012 and 

2014, with zero points in 2013.
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table 3. Knowledge indicator

2012 2013 2014

.QRZOHGJH

(GXFDWLRQ
Research

��

��
37

62

74

��

��

��
��

7DEOH���UHSRUWV�WKH�.QRZOHGJH�LQGLFDWRU�DORQJ�ZLWK�LWV�WZR�VXE�LQGLFDWRUV��HGXFDWLRQ�DQG�UHVHDUFK��
7KHUH� ZDV� DQ� LPSURYHPHQW� LQ� WKH� .QRZOHGJH� LQGLFDWRU� RI� DERXW� ��� SRLQWV�� FDXVHG� DOPRVW� HTXDOO\�
E\�WKH�DGYDQFHPHQW�RI�HGXFDWLRQ�E\����SRLQWV�DQG����SRLQWV�IURP�UHVHDUFK��7ZR�%DFKHORUV�GHJUHHV��
HLJKW�'LSORPDV�DQG�WKUHH�0DVWHUV�GHJUHHV�LQ�,VODPLF�)LQDQFH�ZHUH�RIIHUHG�DV�RI����������DUWLFOHV�ZHUH�

published in peer-reviewed journals in 2014. 

table 4. corporate Social reSponSibility(cSr) indicator

2012 2013 2014

&65

&65�)XQGV�
Disbursed

&65�'LVFORVXUH

71

65

��

76

��
64

64

66

63

7DEOH���SUHVHQWV�WKH�&RUSRUDWH�6RFLDO�5HVSRQVLELOLW\�LQGLFDWRU�DORQJ�ZLWK�LWV�WZR�VXE�LQGLFDWRUV��
&65�IXQGV�GLVEXUVHG�DQG�&65�GLVFORVXUH��IRU�WKH�SHULRG������������7KH�&65�SURYLGHG�E\�WKH�,VODPLF�
)LQDQFH�LQGXVWU\�LQ�%DKUDLQ�GHFOLQHG�RYHUDOO�GXULQJ�RXU�VDPSOH�SHULRG��PDLQO\�LQ�WKH�ODWWHU�KDOI��7KH�
&65�IXQGV�GLVEXUVHG�VXE�LQGLFDWRU�LQFUHDVHG�VLJQL¿FDQWO\�IURP������WR�������IROORZHG�E\�D�GUDPDWLF�
GHFOLQH�RI�DERXW����SRLQWV�EHWZHHQ������DQG�������7KH�&65�GLVFORVXUH�VXE�LQGLFDWRU�GHFUHDVHG�LQ������
E\�DERXW����EXW�UHPDLQHG�UHDVRQDEO\�VWDEOH�LQ�������2QO\�����RI�WKH�,VODPLF�)LQDQFLDO�LQVWLWXWLRQV�LQ�
%DKUDLQ�GLVFORVH�WKHLU�&65�UHSRUWV�DQG�WKH�&65�IXQGV�GLVEXUVHG��,Q�������6DXGL�$UDELD�WRSSHG�WKH�&65�
LQGLFDWRU�GXH�WR�WKH�PDQGDWRU\�=DNDW�SD\PHQW�

table 5. governance indicator

2012 2013 2014

*RYHUQDQFH

5HJXODWLRQ
6KDULDK�*RYHUQDQFH
&RUSRUDWH�*RYHUQDQFH

��

100

100

51

��

100

116

54

��

100

142

��

7DEOH���SUHVHQWV�WKH�*RYHUQDQFH�LQGLFDWRU�DORQJ�ZLWK�LWV�WKUHH�VXE�LQGLFDWRUV��5HJXODWLRQ��6KDULDK�
*RYHUQDQFH��DQG�&RUSRUDWH�*RYHUQDQFH��IRU�WKH�SHULRG������������2YHUDOO��WKH�JRYHUQDQFH�RI�WKH�,VODPLF�
)LQDQFH�LQGXVWU\�KDG�GHYHORSHG�E\�DERXW���SRLQWV�E\�������,Q�SDUWLFXODU��6KDULDK�*RYHUQDQFH�VWHDGLO\�
LPSURYHG�E\�DERXW����SRLQWV�LQ�������IROORZHG�E\�D�KLJKHU�LQFUHDVH�RI�DERXW����SRLQWV�LQ�������$V�RI�
������WKHUH�ZHUH����6KDULDK�VFKRODUV�LQ�%DKUDLQ��7KH�5HJXODWLRQ�VXE�LQGLFDWRU�UHPDLQHG�VWDEOH�GXULQJ�RXU�
VDPSOH�SHULRG�DW�DERXW�����SRLQWV��7KLV�LV�EHFDXVH�%DKUDLQ�PDLQWDLQHG�D�VWURQJ�UHJXODWRU\�HQYLURQPHQW�
GXULQJ�RXU�SHULRG��+RZHYHU��WKH�&RUSRUDWH�*RYHUQDQFH�VXE�LQGLFDWRU�H[SHULHQFHG�D�VOLJKW�LQFUHDVH�RI���
SRLQWV�LQ������DQG�D�GHFUHDVH�RI����SRLQWV�LQ�������7KH�GHFUHDVH�LV�SRVVLEO\�DWWULEXWDEOH�WR�WKH�¿QDQFLDO�
GLVFORVXUH�LQGH[��ZKLFK�LV�DERXW�������DQG�D�ORZ�DYHUDJH�QXPEHU�RI�LQGHSHQGHQW�GLUHFWRUV�RI�����
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table 6. awareneSS indicator 

2012 2013 2014

Awareness

Seminars

&RQIHUHQFHV
News

73

53

61

103

127

��
��
255

162

��
��
300

7DEOH���UHSRUWV�WKH�$ZDUHQHVV�LQGLFDWRU�DORQJ�ZLWK�LWV�WKUHH�VXE�LQGLFDWRUV��VHPLQDUV��FRQIHUHQFHV��
and news. In 2012, the indicator had a score of 73 points, which increased to 127 in 2013 and to 162 

LQ� ������$OO� WKUHH� VXE�LQGLFDWRUV� VKRZHG� VLJQL¿FDQW� SURJUHVV�� ,Q� ������ WKH� QXPEHU� RI� VHPLQDUV� DQG�
FRQIHUHQFHV� KRVWHG� LQ� %DKUDLQ� ZDV� VL[� DQG� ¿YH� UHVSHFWLYHO\�� DQG� VHYHQ� VHPLQDUV� ZHUH� RUJDQL]HG��
Furthermore, the news sub-indicator, which was 103 in 2012, doubled in 2013 to reach 255 points and 

continued to increase to 300 points in 2014.

C.  A comparison of Bahrain’s Performance against Global and Malaysian Indicators

,Q�WKLV�VXE�VHFWLRQ��ZH�HYDOXDWH�WKH�SHUIRUPDQFH�RI�WKH�,VODPLF�)LQDQFH�LQGXVWU\�LQ�D�ODUJHU�FRQWH[W��
)LJXUH���SURYLGHV�D�FRPSDULVRQ�EHWZHHQ�WKH�*OREDO�,QGLFDWRU�DQG�%DKUDLQ¶V�,QGLFDWRU�

)LJXUH����*OREDO�DQG�%DKUDLQ¶V�,VODPLF�)LQDQFH�'HYHORSPHQW�,QGLFDWRUV

7KH�*OREDO�,QGLFDWRU�PDUNV�WKH�GHYHORSPHQW�RI�WKH�,VODPLF�)LQDQFH�LQGXVWU\�LQ�����FRXQWULHV�FRYHUHG�
E\�WKH�,)',��7KHUH�LV�D�FOHDU�VXEVWDQWLDO�GLIIHUHQFH�EHWZHHQ�WKH�WZR�LQGLFDWRUV��ZLWK�%DKUDLQ�IDU�DKHDG�GXULQJ�
WKH�WKUHH�\HDUV��7KH�*OREDO�,QGLFDWRU�LV�RYHUDOO�VWDEOH�DURXQG�D�YDOXH�RI�����VSHFL¿FDOO\�������LQ�������������
LQ������DQG������LQ�������%DKUDLQ¶V�,QGLFDWRU��KRZHYHU��UDQJHV�IURP������WR��������7KH�KLJKHVW�GLIIHUHQFH�
LV�LQ������DW�DERXW��������ZLWK�������LQ������DQG�������LQ��������1H[W��ZH�FRPSDUH�WKH�SHUIRUPDQFH�RI�
%DKUDLQ¶V�,VODPLF�)LQDQFH�,QGXVWU\�DJDLQVW�WKDW�RI�0DOD\VLD��)RU�WKH�SHULRG������������0DOD\VLD�KDG�WKH�
PRVW�GHYHORSHG�,VODPLF�)LQDQFH�LQGXVWU\�DFFRUGLQJ�WR�WKH�,QGLFDWRU��DV�LOOXVWUDWHG�LQ�)LJXUH���
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)LJXUH����0DOD\VLD¶V�DQG�%DKUDLQ¶V�,VODPLF�)LQDQFH�'HYHORSPHQW�,QGLFDWRUV

7KH�0DOD\VLDQ�,QGLFDWRU�HYLGHQFHG�D�FRQWLQXRXV�LQFUHDVH�GXULQJ�WKH�VDPSOH�SHULRG��LQ������LW�KDG�
D�YDOXH�RI�DERXW����ZKLFK�LQFUHDVHG�WR�DERXW����LQ������DQG�¿QDOO\�MXPSHG�WR�DERXW�����LQ�������7KH�
GLIIHUHQFH�EHWZHHQ�WKH�WZR�FRXQWULHV¶�LQGLFDWRUV�ZDV����SRLQWV�LQ������DQG����LQ�������KRZHYHU��LQ�������
there was a substantial difference of about 41 points. Therefore, we next explore the reasons for this 

GLIIHUHQFH��7DEOH���SUHVHQWV�WKH�VXE�LQGLFDWRUV�IRU�WKH�WZR�FRXQWULHV�GXULQJ������������

table 7. bahrain’S and malaySia’S performance indicator

Bahrain Malaysia

2012 2013 2014 2012 2013 2014

4XDQWLWDWLYH�'HYHORSPHQW

,VODPLF�%DQNLQJ
7DNDIXO
Other Islamic Fin. Institutions

6XNXN
Funds

��

50

12

11

10

12

27

��
16

27

�
0

��

��
17

22

14

�

62

21

46

45

132

66

75

44

47

55

125

103

��

52

36

52

201

105

.QRZOHGJH

(GXFDWLRQ
Research

��

��
37

62

74

��

��

��
��

107

61

154

140

��
211

���

���
300

&65

&65�)XQGV�'LVEXUVHG
&65�'LVFORVXUH

71

65

��

76

��
64

64

66

63

55

53

��

40

��
62

46

22

70

*RYHUQDQFH

5HJXODWLRQ
6KDULDK�*RYHUQDQFH
&RUSRUDWH�*RYHUQDQFH

��

100

100

51

��

100

116

54

��

100

142

��

76

100

50

��

��

100

��
60

��

100

116

54

Awareness

Seminars

&RQIHUHQFHV
News

73

53

61
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Overall ����� 76.41 ����� 70.24 ����� 126.16
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2YHUDOO��0DOD\VLD�KDV�RXWSHUIRUPHG�%DKUDLQ�LQ�DOO�WKUHH�\HDUV��DOWKRXJK�%DKUDLQ�SHUIRUPHG�EHWWHU�
DFFRUGLQJ�WR�WKH�&RUSRUDWH�6RFLDO�5HVSRQVLELOLW\�DQG�*RYHUQDQFH�,QGLFDWRUV��0DOD\VLD�LV�PRUH�GHYHORSHG�
WKDQ�%DKUDLQ�LQ�7DNDIXO��RWKHU�¿QDQFLDO�LQVWLWXWLRQV��6XNXN�DQG�IXQGV�LQ�WKH�4XDQWLWDWLYH�'HYHORSPHQW�
,QGLFDWRU��DQG�LQ�WKH�HGXFDWLRQ��H[FHSW�IRU�������DQG�UHVHDUFK�FDWHJRULHV�RI�WKH�.QRZOHGJH�,QGLFDWRU��
,Q�WKH�WZR�EUDQFKHV�RI�&65��%DKUDLQ�VHHPV�PRUH�DGYDQFHG�WKDQ�0DOD\VLD�ZLWK�WKH�H[FHSWLRQ�RI�&65�
GLVFORVXUH�LQ�������7KH�DGYDQFHPHQW�RI�%DKUDLQ�LQ�WKH�*RYHUQDQFH�,QGLFDWRU�LV�GULYHQ�E\�WKH�6KDULDK�
DQG�FRUSRUDWH�JRYHUQDQFH�FDWHJRULHV��)LQDOO\��ZLWK�UHVSHFW�WR�WKH�$ZDUHQHVV�LQGLFDWRU��%DKUDLQ�LV�PRUH�
DGYDQFHG�LQ�WHUPV�RI�QHZV�WKDQ�0DOD\VLD��ZKHUHDV�0DOD\VLD�FRQGXFWHG�PRUH�VHPLQDUV�DQG�FRQIHUHQFHV�
than Bahrain in 2013 and 2014. 

5. SCOPE FOR FURTHER IMPROVEMENTS IN BAHRAIN’S ISLAMIC FINANCE 
INDUSTRY

,Q� WKLV� VHFWLRQ��EDVHG�RQ�RXU�HDUOLHU� UHVXOWV��ZH�KLJKOLJKW� VRPH�RI� WKH�VKRUWFRPLQJV� LQ�%DKUDLQ¶V�
,VODPLF� )LQDQFH� LQGXVWU\� DQG� SURYLGH� VXJJHVWLRQV� RQ� KRZ� WR� LPSURYH� WKHP�� %DKUDLQ¶V� 4XDQWLWDWLYH�
'HYHORSPHQW�,QGLFDWRU�KDG�VOLJKWO\�LPSURYHG�LQ�������DOWKRXJK�VHYHUDO�LVVXHV�QHHG�WR�EH�DGGUHVVHG��)LUVW��
WKHUH�LV�D�KLJK�OHYHO�RI�FRQFHQWUDWLRQ�LQ�WKH�,VODPLF�)LQDQFH�LQGXVWU\��ZLWK�PRUH�WKDQ�����RI�WKH�LQGXVWU\¶V�
DVVHWV�KHOG�LQ�,VODPLF�EDQNV��IXUWKHUPRUH��WKHVH�DVVHWV�DUH�WKHPVHOYHV�FRQFHQWUDWHG��)RU�LQVWDQFH��LQ�������
¿YH�,VODPLF�FRPPHUFLDO�EDQNV�KHOG�����RI�WKH�WRWDO�DVVHWV�RI�,VODPLF�EDQNV��6HFRQG��%DKUDLQ¶V�EDQNV�
KDYH�D�YHU\�ORZ�OHYHO�RI�OLTXLGLW\��LQ������KROGLQJ�OHVV�WKDQ�����RI�WKHLU�WRWDO�DVVHWV�DV�FDVK�RU�RWKHU�
OLTXLG�DVVHWV��7KLV� LV� DODUPLQJ�� DV� LI� DQ\� OLTXLGLW\�SUREOHP�DULVHV�� WKHVH�EDQNV�ZLOO�EH�EDGO\�DIIHFWHG��
7KLUG��%DKUDLQ�ZDV�QRW�UDQNHG�DV�RQH�RI�WKH�WRS�¿YH�FRXQWULHV�DFFRUGLQJ�WR�WKH�VL]H�RI�7DNDIXO��RU�WKH�
top ten for Islamic fund assets. Both sectors are important elements of the Islamic Finance industry and 

WKHUHIRUH�QHHG�IXUWKHU�DWWHQWLRQ��)XUWKHUPRUH��WKH�6XNXN�LVVXHG�JOREDOO\�DUH�PDLQO\�LVVXHG�E\�JRYHUQPHQW�
LQVWLWXWLRQV������LQ�������7KH�GLYHUVLW\�LQ�6XNXN�LVVXHV�VKRXOG�EH�HQFRXUDJHG�LQ�WKH�FRPLQJ�\HDUV��

0RUH� DUWLFOHV� QHHG� WR� EH� SXEOLVKHG� LQ� SHHU�UHYLHZHG� MRXUQDOV�� DV� WKH� FXUUHQW� OHYHO� LV� YHU\� ORZ�
FRPSDUHG�WR�RWKHU�FRXQWULHV��)RU�LQVWDQFH��LQ�������0DOD\VLD�KDG������WKH�8.�����DQG�%DKUDLQ�RQO\�����
$GGLWLRQDOO\��VRPH�DUHDV�RI�WKH�,VODPLF�)LQDQFH�LQGXVWU\�ZHUH�JLYHQ�OHVV�DWWHQWLRQ�LQ�UHVHDUFK�SDSHUV��
HVSHFLDOO\�HGXFDWLRQ��UHJXODWLRQV��FRUSRUDWH�JRYHUQDQFH��&65�DQG�,VODPLF�HFRQRP\��DV� WKH�IRFXV�KDV�
EHHQ�RQ�,VODPLF�EDQNLQJ�DQG�¿QDQFH��7KH�&65�GLVFORVXUH�LQGH[�RI�%DKUDLQ�LV�FRQVLGHUHG�DV�DYHUDJH��
DW� WKH�VDPH�OHYHO�DV�4DWDU¶V��EXW�ORZHU�WKDQ�WKDW�RI�0DOD\VLD��0DOGLYHV�� � � �6UL�/DQND��6LQJDSRUH�DQG�
2PDQ��&RUSRUDWH�*RYHUQDQFH�DOVR�QHHGV�DWWHQWLRQ��JLYHQ�LWV�GHFOLQH�LQ�������DQG�DQ�LPSURYHPHQW�LQ�WKH�
¿QDQFLDO�GLVFORVXUH�LQGH[�DQG�WKH�DYHUDJH�QXPEHU�RI�LQGHSHQGHQW�GLUHFWRUV�ZRXOG�EHQH¿W�LW��$ZDUHQHVV�
LQ� WKH� ,VODPLF�)LQDQFH� LQGXVWU\�KDV� LPSURYHG�RYHU� WKH� ODVW� IHZ�\HDUV�� DOWKRXJK� WKH�FRQFHQWUDWLRQ�RI�
FRQIHUHQFHV� DQG� VHPLQDUV� KDV� UHPDLQHG� RQ� ,VODPLF� ¿QDQFH� DQG� EDQNLQJ�� ZKLOH� 7DNDIXO�� ,VODPLF�
FDSLWDO�PDUNHWV�DQG�RWKHU�WRSLFV�KDYH�EHHQ�RYHUORRNHG��$OWKRXJK�WKH�QHZV�VXE�LQGLFDWRU�GLG�VKRZ�DQ�

improvement, Bahrain is not one of the top providers of news.

6. CONCLUSION

In this paper, we evaluate of the Islamic Finance industry in Bahrain for the period 2012-2014. 

The data was retrieved from Thomson Reuters and the evaluation was conducted based on the Islamic 

)LQDQFH� 'HYHORSPHQW� ,QGLFDWRU�� 7KH� LQGLFDWRU� KDV� ¿YH� FRPSRQHQWV�� 4XDQWLWDWLYH� 'HYHORSPHQW��
.QRZOHGJH��&65��*RYHUQDQFH�DQG�$ZDUHQHVV��7KH�XQLTXHQHVV�LQ�WKLV�LQGLFDWRU�LV�WKDW�LW�HQFRPSDVVHV�

GLIIHUHQW�FRPSRQHQWV�RI�WKH�LQGXVWU\�DV�ZHOO�DV�HQDEOLQJ�XV�WR�KLJKOLJKW�WKH�VWUHQJWKV�DQG�ZHDNQHVVHV�

:H�¿QG� WKDW� WKH� ,VODPLF�)LQDQFH� LQGXVWU\� LQ�%DKUDLQ� LPSURYHG�DQG�GHYHORSHG�VLJQL¿FDQWO\�RYHU�
RXU�VDPSOH�SHULRG��+RZHYHU��VRPH�FRPSRQHQWV�RI�WKH�LQGXVWU\�QHHG�IXUWKHU�FRQVLGHUDWLRQ��VXFK�DV�WKH�
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*RYHUQDQFH�DQG�&65��)XUWKHUPRUH��XQOLNH�,VODPLF�EDQNV�DQG�6XNXN��RWKHU�VHFWRUV�RI�WKH�LQGXVWU\�VXFK�DV�
,VODPLF�IXQGV�DQG�7DNDIXO�KDYH�URRP�IRU�LPSURYHPHQW��7KH�¿QGLQJV�KLJKOLJKW�WKH�QHHG�IRU�PRUH�SXEOLVKHG�
,VODPLF�)LQDQFH�UHVHDUFK�SDSHUV�DQG�IXUWKHU�RUJDQL]DWLRQ�RI�FRQIHUHQFHV�DQG�VHPLQDUV�HQFRPSDVVLQJ�DOO�
components of the Islamic Finance industry. Overall, the results show that Bahrain holds a very reputable 

SRVLWLRQ�FRPSDUHG�WR�WKH�RWKHU�����FRYHUHG�E\�WKH�LQGLFDWRU��LQGHHG�LQ�VHFRQG�SODFH�RQO\�WR�0DOD\VLD�

2XU� SDSHU� KDV� RSHQHG� DYHQXHV� IRU� IXWXUH� UHVHDUFK�� )LUVW�� RXU� ¿QGLQJV� VKRXOG� HQFRXUDJH� IXUWKHU�
UHVHDUFK�LQ�WKH�DUHDV�RI�&RUSRUDWH�*RYHUQDQFH�DQG�&RUSRUDWH�6RFLDO�5HVSRQVLELOLW\��WR�LGHQWLI\�ZD\V�WR�
HQKDQFH�WKHP��6HFRQG��PRUH�ZRUN�LV�QHHGHG�LQ�DUHDV�VXFK�DV�7DNDIXO�DQG�,VODPLF�IXQGV��7KLUG��RXU�SDSHU�
is constrained by the short sample period due to the recent development of the Thomson Reuters indicator, 

DQG�WKH�IDFW�WKDW�ZH�UHOLHG�RQO\�RQ�WKH�¿YH�HVWDEOLVKHG�FRPSRQHQWV�RI�WKH�LQGLFDWRU��)XWXUH�UHVHDUFK�FDQ�JR�
beyond these components and explore other aspects of the Islamic Finance industry such as human capital 

DQG�PDFUR�HFRQRPLF�FRQGLWLRQV��DV�ZHOO�DV�FRQGXFWLQJ�DQ�HYDOXDWLRQ�RYHU�D�ORQJHU�VDPSOH�SHULRG�
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