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thereby enhancing systemic stability and offering an ethical alternative to conventional

interest-based systems

Conclusion: SIAs represent more than an operational tool of Islamic finance; they embody an

innovative, Shariah-compliant mechanism capable of structurally addressing systemic

vulnerabilities in global finance. By fostering equitable risk-sharing, SIAs reduce exposure to

excessive leverage and speculative crises, thus contributing to financial resilience. For Islamic

banks, transparent communication about profit variability and judicious use of reserves are

crucial to balancing competitiveness with Shariah integrity. Regulators, in turn, must develop

harmonized frameworks that clearly differentiate SIAs from conventional deposits and address

DCR as a structural tension rather than a mere regulatory anomaly. Overall, this research

positions SIAs as a transformative model that not only strengthens the credibility of Islamic

finance but also offers broader lessons for fostering ethical, stable, and sustainable financial

systems worldwide.

INTRODUCTION

Islamic banking has evolved as an alternative to conventional finance, grounded in the principles
of profit-and-loss sharing and the prohibition of interest (riba) (Fahamsyah et al. 2023; Malik et al. 2021).
One of its distinctive instruments, the Special Investment Account (SIA), enables depositors to directly
participate in investment outcomes through Mudarabah or Wakalah contracts (Jamal & Motani, 2024).
Despite these foundations, SIAs face growing challenges, particularly the expectation of fixed profit rates
by customers competing in dual banking systems (Risfandy & Hassan, 2025; Sulistyowati et al. 2025).
This situation creates structural tension between Shariah principles and market realities, highlighting the
urgent need to examine SIAs’ actual role in modern finance. The urgency of this research lies in
understanding how SIAs balance risk-sharing with profitability expectations. Without such analysis,
Islamic banks risk being seen as mimicking conventional systems, undermining their credibility. Thus,
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analyzing SIAs is not merely theoretical but essential for sustaining the ethical foundation of Islamic
finance.

The increasing volatility of global financial markets further strengthens the urgency of this topic.
Economic shocks, geopolitical instability, and inflationary pressures require financial models that are
resilient and ethically grounded (IFSB, 2023). Conventional interest-based systems often exacerbate
instability through debt accumulation and speculative bubbles, while SIAs link finance directly to real
economic activity. This makes them potentially more sustainable in addressing systemic challenges.
However, empirical evidence shows that yield smoothing and profit equalization practices have blurred
the distinction between Islamic and conventional instruments (Tanchangya et al. 2025; Wani, 2025).
Understanding this dynamic provides insights into how SIAs can be restructured to regain authenticity.
Therefore, the present research seeks to address how SIAs can transform perceived weaknesses into
systemic strengths.

Furthermore, examining SIAs is academically relevant because prior studies have often treated
issues like Displaced Commercial Risk (DCR) as isolated regulatory challenges rather than structural
features of dual markets (Zakheos, 2022). By reframing DCR as a systemic tension, this study contributes
to theoretical advancement and practical recommendations for regulators and practitioners. The
investigation is also timely, as Islamic banking is expanding in diverse jurisdictions with varying
regulatory frameworks, creating a need for harmonized perspectives (Amuda & Al-Nasser, 2024). Thus,
the study situates SIAs within both global challenges and local market pressures. It underscores the
urgent need for research that synthesizes conceptual frameworks with empirical realities. This urgency
positions the topic as highly relevant for scholars, regulators, and financial institutions.

The rationale of this study lies in its potential to bridge theory and practice in Islamic banking
through the lens of SIAs. Unlike conventional deposits, SIAs are intended to embody genuine risk-sharing
and ethical finance. However, competitive pressures and regulatory ambiguities have caused deviations
from their original purpose. Addressing these contradictions is essential to preserve the credibility of
I[slamic banking. By synthesizing literature on profit-sharing, regulatory frameworks, and systemic
stability, this study provides an integrated understanding of SIAs. It also builds upon contemporary
findings in financial risk management and resilience studies, demonstrating the importance of ethical
alternatives in a volatile global environment. Ultimately, the study provides a strong rationale by
positioning SIAs not merely as instruments of Islamic finance but as potential models for broader
financial reform.

Recent studies emphasize the importance of resilient financial models under conditions of
uncertainty. For instance, robust portfolio selection models Kang et al. (2025), asset-liability
management strategies Wang & Zhang, (2025), and risk analysis frameworks in energy investments
Zurian et al. (2025) highlight systemic stability concerns. In the Islamic finance domain, profitability
determinants of cooperative Islamic institutions provide insights into ethical resilience strategies Savai
et al. (2025). Monetary policy interactions with firm investment in emerging economies also underline
the importance of regulatory clarity and financial development (Ahmad et al. 2025). These perspectives
converge with the challenges of SIAs, where profitability, risk distribution, and systemic resilience must
be simultaneously addressed.

Additionally, broader economic and policy research supports the relevance of SIAs in global
contexts. Studies on special economic zones and foreign direct investment Tafese et al. (2025), place-
based financial inclusion strategies Lin & He, (2025), and mathematical models of financial accessibility
Volokhova & Pilyugina, (2025) demonstrate how institutional design shapes market behavior. Similarly,

analyses of IT innovation financing Galych et al. (2025) and financial parameters of investment projects
Chupina et al. (2025) reinforce the role of strategic financial instruments in supporting systemic growth.
Taken together, these ten studies illustrate the multidimensional relevance of SIAs, connecting their risk-
sharing ethos to broader debates on financial stability, development, and global competitiveness
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Despite the growing literature, significant gaps remain in understanding SIAs as structural
solutions rather than regulatory anomalies. Prior works have examined DCR primarily in terms of risk
mitigation or profitability management, but rarely as a systemic tension within dual banking systems.
Moreover, most comparative studies lack cross-jurisdictional insights that reveal how regulatory
environments shape yield smoothing practices. Few studies have also explored the broader implications
of SIAs for global financial stability. This gap creates opportunities to reconceptualize SIAs as instruments
capable of addressing both ethical and systemic dimensions of finance. Thus, the present study seeks to
fill these gaps by offering a holistic synthesis of literature and reframing SIAs as proactive solutions to
modern challenges.

The purpose of this study is to critically analyze the role of Special Investment Accounts in
mitigating the perception of fixed profit rates while enhancing systemic stability in Islamic banking. It
hypothesizes that SIAs, despite market pressures, retain structural features that can contribute to ethical
resilience when properly regulated. By examining theoretical underpinnings, empirical challenges, and
regulatory responses, the study aims to position SIAs as innovative solutions for both Islamic and global
finance. It further hypothesizes that recognizing DCR as a structural tension rather than a temporary risk
can guide more effective regulation. Ultimately, the study seeks to provide insights that not only advance
academic discourse but also inform policy and practice in financial systems facing global uncertainty.

METHOD

Research Design

This study employed a qualitative research design based on a systematic literature review and
thematic synthesis. The approach was chosen because the phenomenon of Special Investment Accounts
(SIAs) is deeply embedded in regulatory, theoretical, and practical discourses rather than experimental
data. Literature reviews in Islamic finance are particularly effective for constructing coherent arguments
that integrate conceptual frameworks with empirical evidence (Maulina et al. 2023; Uluyol, 2023). The
review process followed transparent steps to ensure replicability and credibility, beginning with the
identification of core themes in Islamic banking. By systematically analyzing published works between
2007 and 2024, the research ensured that both foundational theories and recent developments were
included. A qualitative descriptive approach allows researchers to uncover structural tensions, such as
Displaced Commercial Risk (DCR), that are often underexplored in empirical models (Peters, 2021; Touri
et al. 2024). This design aligns with best practices in financial studies that emphasize synthesis and
conceptual generalization (Cash et al., 2022). Thus, the study design was intentionally structured to
generate holistic insights rather than statistical generalizations.

Participant

Since the research is based on secondary data, the “participants” are scholarly contributions and
institutional reports rather than human respondents. The body of literature reviewed consisted of peer-
reviewed journal articles, policy documents, and industry reports produced by reputable organizations
such as the Islamic Financial Services Board (El-Halaby et al. 2021; Harahap et al. 2023). These sources
serve as intellectual participants that collectively reflect the diversity of views within the field. The
inclusion criteria required that each study directly address SlAs, profit distribution mechanisms, or
systemic stability in Islamic banking. Studies that only mentioned Islamic finance superficially were
excluded to maintain focus. This conceptualization of participants emphasizes the voices of scholars and
regulators who shape discourse and practice in the field. Such an approach acknowledges the dialogical
nature of research, where multiple academic and institutional perspectives contribute to theoretical
development. In this way, the study ensures that the participants of analysis are both authoritative and
relevant.

How the Special Investment Account in Islamic......... |55



Instrument

The primary instrument for data collection was a systematic search strategy applied across
academic databases such as Scopus, Web of Science, and Google Scholar. Specific keywords—such as
“Special Investment Account,” “Displaced Commercial Risk,” “profit-loss sharing,” and “financial
stability”—were used to locate relevant sources (Fadhilah & Tohirin, 2021). A detailed protocol guided
the selection of literature, ensuring the exclusion of non-academic and duplicate materials. The coding
framework functioned as the analytical instrument, allowing themes to be identified and categorized.
Each document was examined for its contributions to conceptual clarity, empirical findings, and
regulatory implications. The instrument of thematic coding is widely recognized in qualitative finance
studies as a means of synthesizing complex issues (Debrah et al. 2023). This reliance on established
methods increases the validity of the findings while maintaining transparency. By operationalizing the
literature as data and coding as the analytical instrument, the study ensured methodological rigor.

Data Analysis Plan

The data analysis plan was structured around thematic synthesis, involving familiarization,
coding, theme development, and integration. Each article was reviewed multiple times to extract key
concepts, such as the tension between Shariah principles and market pressures in SIAs (Peters, 2021;
Touri et al. 2024). Initial codes captured recurring terms like “yield smoothing,” “profit equalization,” and
“risk-sharing.” These codes were grouped into broader themes that reflected structural issues in Islamic
banking. Themes were then compared across jurisdictions to highlight regulatory differences, such as
Malaysia’s clear differentiation of SIAs from deposits versus Bahrain’s reliance on yield smoothing (EI-
Halaby et al. 2021; Harahap et al. 2023). This comparative analysis strengthened the ability to generalize
findings. The final step involved synthesizing the themes into a coherent narrative that situates SIAs as
structural solutions rather than anomalies. The thematic synthesis method ensures both depth and
breadth, balancing theoretical analysis with practical implications. By following this plan, the study
produced insights that are analytically rigorous and internationally relevant.

RESULTS AND DISCUSSION

Result

The findings of this study confirm that Special Investment Accounts (SIAs) are theoretically
grounded in profit-and-loss sharing but are often perceived by depositors as fixed-return instruments
due to market competition. Banks adopt yield smoothing strategies to maintain customer loyalty, even
though this practice creates tension with the true spirit of Islamic finance (Islam & Hasan, 2024; Rejeb et
al. 2024). This phenomenon is linked to Displaced Commercial Risk (DCR), whereby Islamic banks
sacrifice part of their returns or utilize reserves to stabilize profit distributions (Rouetbi et al. 2023).
Regulatory environments play a significant role in shaping these practices, as shown by Malaysia’s Islamic
Financial Services Act (IFSA) 2013, which clarified SIAs’ investment nature and reduced DCR exposure
(De Simone & Olbert, 2022). In contrast, jurisdictions such as Pakistan and Bahrain remain more
vulnerable to depositor withdrawal risks due to weaker regulatory frameworks (IFSB, 2023). Despite
these challenges, the review highlights that SIAs preserve a vital link between financial activities and real
economic assets, thereby enhancing systemic resilience (Jamal & Motani, 2024). Overall, the results
demonstrate that SIAs represent both a challenge in maintaining authenticity and an opportunity for
advancing ethical stability in modern finance.
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Figure 1. Comparison of Stability Features: SIA vs Conventional Banking

Figure 1 illustrates that SIAs perform strongly in terms of risk-sharing, asset-backed investment,
and systemic resilience, while conventional banking scores higher on fixed return perception and
leverage exposure. These findings confirm that SIAs offer a more sustainable structure for long-term
stability, despite facing DCR pressures.

Table 1. Key Comparative Features of SIAs and Conventional Banking

Feature Special Investment Account (SIA) Conventional Banking

Risk Sharing Strong (via Mudarabah/Wakalah) Weak (creditor-debtor model)
Profit Rate Perception Variable, influenced by DCR Fixed and predetermined
Asset Linkage Directly tied to real economic activities Frequently debt-based
Exposure to Leverage Lower due to equity-based contracts High, leverage-driven
Systemic Resilience Higher during global volatility Lower and crisis-prone

Table 1 shows that SIAs maintain closer alignment with Shariah-compliant principles and
economic productivity, while conventional banking relies heavily on leverage and fixed returns,
increasing systemic vulnerability.

Discussion

The discussion emphasizes that SIAs operate at the frontier between ethical foundations and
competitive market pressures. Existing literature confirms that depositor expectations of stable returns
have led to the adoption of yield smoothing, thereby undermining the original spirit of profit-and-loss
sharing (Fahamsyah et al. 2023; Malik et al. 2021). This study builds on such findings by reframing DCR
as a structural feature rather than a temporary operational risk (Zakheos, 2022). Recognizing DCR as
structural highlights the need for regulatory frameworks that manage depositor perceptions while
preserving Shariah authenticity (Putra & Padewa, 2025). Evidence shows that SIAs are less prone to
speculative crises than conventional banking because their returns are asset-backed and risk-sharing
oriented (Bavoso, 2021; Husain et al. 2025). Comparative analyses of financial resilience also reinforce
this claim, demonstrating that risk-sharing models consistently enhance stability during volatility (Kang
et al. 2025; Wang & Zhang, 2025). Thus, SIAs should not be viewed as hybrid compromises but as
innovative mechanisms capable of addressing systemic instability.

The regulatory environment is central to shaping SIAs’ effectiveness. Malaysia’s example under
the IFSA 2013 illustrates how regulatory clarity strengthens SIAs by distinguishing them from deposits,
thereby reducing moral hazard among depositors (Amuda & Al-Nasser, 2024). Conversely, weaker
oversight in Pakistan and Gulf states allows banks to continue presenting SIAs as quasi-deposits, thereby

How the Special Investment Account in Islamic......... |57



intensifying liquidity risks during economic shocks (IFSB, 2023). These findings are consistent with
studies showing that institutional design strongly influences financial resilience and capital allocation
(Ahmad et al. 2025; Lin & He, 2025). Research on foreign direct investment and special economic zones
also demonstrates how regulatory clarity fosters long-term development (Tafese et al. 2025). Hence,
harmonized global frameworks are crucial, not only for competitiveness but also for reinforcing ethical
integrity in Islamic finance.

The broader significance of SIAs lies in their potential contribution to global financial reform.
Conventional systems are prone to instability due to excessive reliance on debt and speculative leverage,
while SIAs encourage discipline through real-sector linkages and equitable risk-sharing (IFSB, 2023).
Profitability studies on Islamic cooperative institutions confirm that competitiveness can be achieved
without undermining ethical standards (Savai et al. 2025). Further, innovation in financial governance
suggests that transparent, risk-sharing models enhance resilience in both Islamic and conventional
contexts (Galych et al. 2025; Volokhova & Pilyugina, 2025). These findings situate SIAs as more than a
niche instrument; they represent a model for ethical and sustainable financial practices in global markets
(Sulistyowati et al. 2025). This perspective positions SIAs as central to ongoing debates on reforming
financial systems to better withstand global crises.

Implications

The findings of this study carry significant implications for Islamic banks, regulators, and global
finance. For Islamic banks, SIAs highlight the importance of transparent communication with depositors
about the variability of profit and the reality of risk-sharing. Such clarity will prevent misconceptions that
SIAs are equivalent to fixed-return deposits. Regulators must take proactive steps to develop consistent
frameworks that reinforce SIAs’ distinctiveness and ensure Shariah compliance. The successful
application of these frameworks can strengthen depositor confidence while safeguarding financial
resilience. At the international level, SIAs demonstrate that ethical and asset-backed finance can provide
lessons for broader financial reforms. Their adoption can inspire global systems to shift away from
speculative leverage toward real economic productivity. Thus, the implications of this study extend
beyond Islamic finance, positioning SIAs as a viable model for sustainable global stability.

Limitations

This study, however, is not without limitations. The analysis relies exclusively on secondary data
sources, which restricts the ability to observe first-hand practices of banks implementing SIAs. The
thematic synthesis approach, while comprehensive, remains interpretive and may reflect inherent biases
of the reviewed literature. The geographical focus of the findings is concentrated on selected jurisdictions,
leaving other regions underexplored. Additionally, the timeframe of the reviewed studies may not
capture the most recent developments or policy shifts. The exclusion of depositor perspectives also
narrows the understanding of behavioral aspects in SIA adoption. Moreover, the research does not
evaluate the financial performance of SIAs using quantitative data. These limitations underline the need
for future empirical and comparative research to validate and extend the conclusions presented.

Suggestions

Based on the results and limitations, several suggestions for future research and practice can be
proposed. First, empirical studies should be conducted to observe how SIAs are managed in different
regulatory environments. Such research would provide stronger evidence on the actual effectiveness of
DCR management. Second, quantitative analyses could be applied to measure the impact of SIAs on
financial resilience and depositor confidence. Third, depositor surveys should be included to capture
public perceptions of SIAs and their acceptance as risk-sharing instruments. Fourth, product innovation
should be encouraged to design SIA structures that are competitive while maintaining Shariah integrity.
Fifth, regulatory collaboration across countries is essential to harmonize standards and reduce systemic
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vulnerabilities. Sixth, cross-country case studies would enrich comparative understanding of SIAs’ global
relevance. Lastly, future research should investigate how SIAs perform during crises, offering insights
into their potential as counter-cyclical financial instruments.

CONCLUSION

This study concludes that Special Investment Accounts (SIAs) embody both opportunities and
challenges for Islamic banking in balancing Shariah principles with market realities. The results
demonstrate that while depositor expectations often create pressure for fixed-return perceptions, the
structural foundation of SIAs remains firmly rooted in profit-and-loss sharing. The persistence of
Displaced Commercial Risk (DCR) reflects systemic tensions that require thoughtful regulatory responses
rather than short-term operational fixes. Comparative findings indicate that jurisdictions with clear
regulatory frameworks have been more successful in preserving the authenticity and resilience of SIAs.
At the same time, the global financial system can benefit from the lessons provided by SIAs, particularly
their linkage to real economic activity and their reduced reliance on speculative leverage. These features
position SIAs as ethical and sustainable alternatives in an era of recurring financial crises. For
policymakers, practitioners, and scholars, SIAs offer a valuable blueprint for rethinking financial
structures that prioritize stability, fairness, and resilience. Ultimately, the research affirms that SIAs are
not merely instruments of Islamic banking but represent a transformative model with the potential to
inspire reforms in global finance.
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