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ABSTRACT 

 

For the past four decades, the global Islamic banking industry has been growing rapidly alongside with the conventional banking. A 
significant share of the global Islamic banking market is captured by Malaysia with a total asset of RM426.16 billion in 2013, behind only 

to Iran and Saudi Arabia. This is mainly due to the annual rapid growth and general acceptance of Islamic banking by both Muslim and 

non-Muslim customers in Malaysia. According to Ernst and Young, 91 percent of Malaysian is multi-banked and advised banks to 
strategize on customer segments and loyalty schemes to achieve profitability through cross-selling. Hence, Islamic banks must continue to 

align its marketing and products strategies towards customers’ perception. The objective of this review is to identify the link between 

customer perceptions and intention to purchase of Islamic banking products and generate hypotheses for further studies. At the end of this 
paper, a recommendation is provided for future research. 
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INTRODUCTION 

 

 Islamic concept may be new to the global 

banking system with the first modern Islamic bank 

was introduced in 1975 by Dubai Islamic Bank. 

However, for the past four decades Islamic banking 

has been growing very fast alongside with the 

conventional banking in the global financial system 

particularly among the Muslim countries. Today, 

Islamic banking is operating worldwide in over 75 

countries mostly in Middle East and Southeast Asia. 

The needs for establishing Islamic banks in these 

countries are mainly due to majority of the 

population’s religion are Islam. Nevertheless, the 

continued expansion of Islamic banking into the non-

Muslim countries in recent years is becoming a niche 

marketing strategy [1]. Many financial institutions all 

over the world have branched out into Islamic 

banking to target non-Muslim customers. Today, 

almost 25 percent of the Islamic financial institutions 

are operating in countries with non-Muslim majority 

population while some conventional banks in Europe 

and North America also provides Islamic banking 

services as an alternative choice under a hybrid 

banking system [32]. 

 Malaysia is one of the earliest among the 

Southeast Asia countries in adopting and promoting 

Islamic banking to the Malaysian population. Started 

with Bank Islam Malaysia as the first Islamic bank in 

1983, Malaysia has uniquely developed a dual 

banking system that caters to both Islamic banking 

and conventional banking markets. According to 

Dusuki and Abdullah [7], the Islamic banking sector 

has played a major role for the overall Malaysian 

financial market. The Malaysia Islamic banking 

industry has been growing at an average rate of 18 

percent per annum since 2000 in terms of assets. The 

Islamic banking sector constitutes 8.2 percent of the 

total banking system in terms of assets whereby 70 

percent of the assets being generated by the 

conventional banks [2]. As at 2013, the Malaysia’s 

Islamic banking assets totaled to RM426.16 billion, 
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an increase of 10 percent as compared to RM389.3 

billion recorded in 2011 [22]. This latest remarkable 

achievement has put Malaysia on the global map 

which represent about 13 percent share of the total 

global Islamic banking assets, behind only to Iran 

and Saudi Arabia [22]. Meanwhile, the Malaysian 

Islamic banking sector captured more than 85 percent 

of the total Islamic banking industry in Southeast 

Asia [22]. According to PwC [33], Malaysia is one of 

the leading Islamic banking hubs in Asia with an 

integrated shariah regulatory framework which is 

more competitive than other Islamic banking regions. 

 With the continued growth of the Islamic 

banking market in Malaysia where more and more 

foreign financial institutions joining the industry 

particularly those from non-Muslim countries, 

competition would becoming intense and inevitable. 

This has been foreseen by Wilson [39] that Islamic 

banking is no longer regarded as a business entity 

aiming only to fulfill the religious obligations of the 

Muslim community, but more importantly, as a must 

business venture to win over customers while 

retaining the old ones. The Governor of Bank Negara 

Malaysia, Tan Sri Dr Zeti Akhtar Aziz had also 

reminded the Islamic banks that to build customer 

allegiance and customer retention because today’s 

customers are no longer passive in accepting 

financial services easily [3]. Hence, Malaysia aspires 

to become a leading Islamic banking hub in the 

global Islamic banking industry should learn more 

about customer perceptions towards Islamic banking 

products. 

 The purpose of this review is to identify the link 

between customer perceptions and intention to 

purchase of Islamic banking products. The review 

outcome will enable researchers to generate 

hypotheses for further studies. This paper is divided 

into five sections. Section two discusses the 

Malaysian customers’ acceptance on Islamic banking 

products. Section three covers past researches 

followed by a short discussion on customer 

perceptions and intention to purchase. The final 

section will provide a concluding recommendation 

for future research. 

 

2. Customers’ Acceptance of Islamic Banking in 

Malaysia: 

 The origin of Islamic banking can be traced back 

to 1963 when Tabung Haji (the Pilgrims 

Management and Fund Board) was introduced by the 

government to help Muslims to save money for their 

pilgrimage to Mecca [36]. The Muslims are 

encouraged to participate in investment opportunities 

and economic activities according to shariah 

principles. This has further spin-off a more effective 

financing system by the establishment of the first 

Islamic bank, Bank Islam Malaysia and the 

enactment of the Islamic Banking Act in 1983.  

 Although earlier Islamic banking has been 

perceived as for the Muslim only but the parallel 

operations of both Islamic and conventional banking 

has so far cross-promoted Islamic banking to the 

non-Muslims in Malaysia. This is particularly true 

when the Malaysian government further opened up 

an “Islamic Window” for all the commercial banks in 

1993 to offer “interest-free banking scheme” to all 

the Malaysian customers. The existence of dual 

banking system is important for Malaysia because it 

reflect the multi-cultural and multi-ethnic society and 

also as an evident to prove the maturity of financial 

system in Malaysia [17].   

 According to research conducted by Haron, 

Ahmad and Planisek [13] with a sample of 301 

Muslim and non-Muslim customers, it states that 

almost 100 percent of Muslims and 75 percent of 

non-Muslims were aware of the existence of Islamic 

banking in Malaysia. Most of them are willing to use 

and purchase their services as long as they fully 

understand the overall system. Although the non-

Muslim showed less awareness on Islamic banking 

as compared to the Muslim but only 32 percent of the 

non-Muslim perceived that Islamic banks is for 

Muslims customers only.  

 The positive perception of customers 

particularly among the non-Muslims towards Islamic 

banking is far more crucial to study, simply because 

the Islamic banks have to compete with the more 

established conventional banks under the dual 

banking system [23].  

 Hussin [16] confirmed that non-Muslims 

perception and acceptance of Islamic banking have 

improved over the years through reports conducted 

by Hong Leong Islamic Bank, Oversea-Chinese 

Banking Corporation and Bank Rakyat. It states that 

there was about 70 percent increased of Chinese 

customers in their Islamic portfolio. According to 

PwC [33], more than 50 percent of the Islamic 

banking industry customers in Malaysia are non-

Muslim. Another recent study conducted by Ernst 

and Young [8] states that 91 percent of Malaysian is 

multi-banked and advised banks to strategize on 

customer segments and loyalty schemes to achieve 

profitability through cross-selling.  

 In view of the continued growth of Muslim 

customers and the gradual acceptance of Islamic 

banking by the non-Muslims population, Islamic 

banks must continue to align marketing and products 

strategies that towards customers’ perception.  

 

3. Literature Review: 

 For the past forty years, there were considerable 

new developments in the global Islamic banking 

industry. However, limited empirical researches have 

been conducted on the same for literature references. 

This is particularly true on the studies of customer 

perceptions towards Islamic banking products. In 

addition, the past researches done were focusing on 

different perspectives. 

 Among the earliest studies on the said area were 

conducted in the Middle East Muslim countries. Erol 
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and El Bdour [9] and Erol, Kaynak and El-Bdour 

[10] studies on Islamic banking selection criteria 

revealed that fast and efficient services, reputations 

and confidentiality is important while religious factor 

is not the priority.  

 However, Metawa and Almossawi [24] found 

that adherence to Islamic principles is the primary 

consideration for selection criteria. Similar results 

was provided by Naser, Jamal and Al-Khatib [28]; 

Hassan [14]; Khan, Hassan and Shahid [19] in 

Jordan, Pakistan and Bangladesh respectively.  

 Few studies conducted in Malaysia also showed 

that shariah law compliant is utmost importance 

[18,30]. Meanwhile in another local study, it advises 

Islamic banking should not view as a business entity 

striving to fulfill the religious obligations but as a 

viable business that can win over customers’ 

perceptions [7].  

 On the other hands, numerous comparative 

studies have been conducted on Muslims and non-

Muslims customers’ perception on Islamic banking 

patronage. 

 Haron, Ahmad and Planisek [13] comparison 

study between Muslim and non-muslim Islamic 

banking patronage in Malaysia shows that no 

significant differences but both emphasized fast and 

efficient service, speed of transactions and 

friendliness of bank personnel as the top three 

selection criteria. 

 In Singapore, irrespective of their religion 

customers are generally lack of awareness in Islamic 

banking products knowledge. They are more concern 

on profit and return [12]. One study conducted based 

on student sample revealed that non-Muslim students 

perceived Islamic finance is more attractive to 

Muslims and Islamic finance does not provide 

superior products [4].  

 A few more recent comparative studies findings 

in the local context are: (1) a high level of 

dissatisfaction among the Muslims and non-Muslim 

customers due to weak response on Bai Bithaman 

Ajil product [34]; (2) Muslims are receptive to 

Islamic banking while non-Muslims perceived 

Islamic banking is relevant only to Muslims [20]; (3) 

non-Muslims perceived that Islamic banks cannot 

compete with conventional banks effectively while 

non-consumers showed less interest to deal with 

Islamic banks [21]; (4) Islamic banking is gaining 

wider acceptance among the non-Muslims in Kuala 

Lumpur [1].  

 Obviously, the above literature shows that many 

more studies can be explored further especially to fill 

up the existing gaps.  

 

4. Customer Perceptions and Intention to Purchase: 

 Perception is defined as a set of psychological 

process that individual experience and make sense of 

their surrounding environment based on their internal 

and external factors [25]. Unprocessed sensory 

information received via human senses provides a 

person to feel what his or her surrounding base on 

one experience is Michael and Michael, [25]. 

According to Norma [29], perception of Islamic 

banking is more crucial and important than Islamic 

banking service quality itself because customer 

perceive service provider before they consume the 

service [29]. It is argued that customer perception is 

strongly related to satisfaction so it is critical and 

important for a marketer to identify how customer 

perceive Islamic banking before marketers 

implement marketing plan [26]. Furthermore, the 

cognitive and emotional evaluation will directly 

influence the purchase decision of customer in 

Islamic banking as the emotional and cognitive 

evaluation has form a picture in their mind [5]. 

Customer will not evaluate single factors when they 

decide to consume Islamic banking but they will 

consider many factors which will make the purpose 

of consuming Islamic banking meaningful to 

customers [31]. Hence, in order to fully develop the 

potential of Islamic banking, business owners and 

stakeholders need to consider perception of 

consumer not only the tangible part of Islamic bank 

[27]. 

 Purchase intention is conceptualized by Chang 

and Liu [6] on how a customer plans to purchase a 

particular brand with a considerable attention. The 

purchase intention concept has been applied to 

predict the purchase behaviour [35]. Marketers 

should also give priority to predict customer’s 

purchasing behaviour to conduct market forecasts, 

make strategic decisions and others for both existing 

products and new products [38]. Predicted purchases 

are based on the actual purchase behaviour, which is 

defined as “intention to purchase” [15]. Sun and 

Morwitz [37] argued that intentions are also applied 

to forecast actual purchasing with the assumption it 

is a better indicators of individuals’ purchase 

behaviour. Other related theory developed from the 

school of psychology also supported purchase 

intention is influenced by customer’s behaviour [11]. 

In sum, it could be hypothesized that customer 

perceptions has direct influence on purchase 

intention. 

 

5. Conclusion: 

 Despite the continued development and 

contribution of Islamic banking sector to the 

Malaysian economy, lack of empirical research has 

been pursued so far particularly on customer 

perceptions. Various past studies had reminded 

Islamic banks to study on customer perceptions to 

enable them to market their products effectively 

particularly in the highly competitive environment 

[13,7]. This is because the Islamic banking sector in 

Malaysia is shaped from a multiracial customers’ 

base as well as diverse country-of-origin of Islamic 

banking players. In order to fully develop and getting 

support from public, marketers need to study public 

perception toward Islamic banking. 
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 The earlier literature review already provided 

clear evidence that studies on customer perceptions 

in the local context still can be expanded and 

explored further. In addition, further discussion states 

that customer perceptions are link to intention to 

purchase. Hence, it is recommended to examine the 

relationship between customer perceptions towards 

Islamic banking products and intention to purchase. 

Such study will surely provide greater insights for 

Islamic banks to understand more about Islamic 

banking consumers in Malaysia. 

 

Acknowledgement 

 

 There is no acknowledgement. 

 

Authors’ Contribution: 

 Mr. Lo developed the research topic and 

critically reviewed the literature. Dr Leow revised 

the discussion points and conclusion. 

 

Financial Disclosure: 

 There is no conflict of interest. 

 

Funding/Support: 

 This paper is a library research project where 

financial assistance is not required.  

 

References 

 

1. Abdullah, A.A., R. Sidek and A.A. Adnan, 2012. 

Perception of Non-Muslim Customers Towards 

Islamic Banks in Malaysia. International 

Journal of Business and Social Science, 3(11). 

2. Aziz, Z.A., 2012. Islamic banking and finance 

beyond. Address at the 2000 World Islamic 

Banking Conference, Manama, Bahrain [online]. 

http://www.mifc.com/publication/p.9.5.pdf. 

2012. 

3. Aziz, Z.A., 2006. Islamic Banking and Finance 

Progress and Prospects: Collected Speeches 

2000-2006. Bank Negara Malaysia, Kuala 

Lumpur. 

4. Bley, J. and K. Kuehn, 2004. Conventional 

versus Islamic Finance: Student Knowledge and 

Perception in the United Arab Emirates. 

International Journal of Islamic Financial 

Services, 5(4). 

5. Burns, D.J. and L. Neisner, 2006. Customer 

Satisfaction in Retail Setting- The Contribution 

of Emotions. Journal of Retail and Distribution 

Management, 34(1). 

6. Chang, H.H. and Y.M. Liu, 2009. The impact of 

brand equity on brand preference and purchase 

intentions in the services industries. The Service 

Industries Journal, 29(12): 1687-1706. 

7. Dusuki, A.W. and N.I. Abdullah, 2007. Why do 

Malaysian Customers Patronize Islamic Banks? 

International Journal of Bank Marketing, 25(3): 

142-160. 

8. Ernst and Young, 2014. World Islamic Banking 

Competitiveness Report 2013–14: The transition 

begins [online].  

http://www.mifc.com/index.php?ch=28andpg=7

2andac=58andbb=uploadpdf. 2014. 

9. Erol, C. and R. El-Bdour, 1989. Attitude, 

Behaviour and Patronage Factors of Bank 

Customers towards Islamic Banks. International 

Journal of Bank Marketing, 7(6): 31-37. 

10. Erol, C., E. Kaynak and R. El-Bdour, 1990. 

Conventional and Islamic Bank: Patronage 

Behaviour of Jordanian Customers. 

International Journal of Bank Marketing, 8(5): 

25-35. 

11. Fishbein, M. and I. Ajzen, 1975. Belief, 

Attitude, Intention, and Behaviour. Philippines: 

Addison-Wesley Publishing Company. 

12. Gerrard, P. and J.B. Cunningham, 1997. Islamic 

Banking: A study in Singapore. International 

Journal of Bank Marketing, 15(6): 204-216.  

13. Haron, S., N. Ahmad and S.L. Planisek, 1994. 

Bank Patronage Factors of Muslim and Non-

Muslim Customers. International Journal of 

Bank Marketing, 12(1): 22-40.  

14. Hassan, M., 2007. People’s Perceptions towards 

Islamic Banking. A Fieldwork Study on Bank 

Account Holders’ Behaviour in Pakistan, 153-

176. 

15. Howard, J.A. and J.N. Sheth, 1967. Theory of 

buyer behaviour. In: R. Moyer (Ed.), Changing 

Market Systems, 253-262. 

16. Husin, A.S., 2012. Crossing over: Islamic 

Banking Needs To Reach Out to New 

Customers [online]. http://www.gtnews.com. 

2008. 

17. Ibrahim, U., A. Muneeza and R. Hassan, 2012. 

Conflicts facing Islamic banking in Malaysia: 

Dual banking system versus dual legal system. 

Australian Journal of Basic and Applied 

Sciences, 6(11): 246-251.  

18. Kader, R.A., 1995. Bank Islam Malaysia: 

market implications, in Al-Hran, S. (Eds). 

Leading Issues in Islamic Banking and Finance, 

Pelanduk Publications, Kuala Lumpur. 

19. Khan, M.S.N., M.K. Hassan and A.I. Shahid, 

2008. Banking Behaviour of Islamic Bank 

Customers in Bangladesh. Journal of Islamic 

Economics, Banking and Finance. 

20. Loo, M., 2010. Attitudes and Perceptions 

towards Islamic Banking among Muslims and 

non-Muslims in Malaysia: Implications for 

Marketing to Baby Boomers and X-Generation. 

International Journal of Arts and Sciences, 

Concordia University College of Alberta, 

Canada, 3(13): 453-485. 

21. Mahamad, M. and I.M. Tahir, 2011. Perception 

of Non-Muslims towards Islamic Banking: A 

Pilot Study. Journal of Humanitarian, 16. 

22. Malaysia International Islamic Financial Centre. 

Islamic Financial Industry Outperforms in 2013 

http://irep.iium.edu.my/28437/
http://irep.iium.edu.my/28437/


5                       Ching Wing, Lo and Chee Seng, Leow, 2015 /Journal Of Applied Sciences Research 11(7), Special, Pages:1-5 

 

[online].  

http://www.mifc.com/index.php?ch=28andpg=7

2andac=62andbb=uploadpdf. 2003; (28 July, 

2014). 

23. Md Nawi, F.A., A.S. Yazid and M.O. 

Mohammed, 2013. A Critical Literature Review 

for Islamic Banks Selection Criteria in Malaysia, 

International Business Research, 6(6). 

24. Metawa, S.A. and M. Almossawi, 1998. 

Banking Behaviour of Islamic bank Customers: 

perspectives and implications, International 

Journal of Bank Marketing, 16(7): 299-313. 

25. Michael, J.B. and S. Michael, 2010. Marketing 

Theory a Student Text.  London: SAGE 

Publication Ltd. 

26. Miranda, M.J., L. Konya and I. Havrilla, 2005. 

Shoppers Satisfaction Levels Are Not The Only 

Key to Store Loyalty. Journal of Marketing 

Intelligence and Planning, 40(1/2): 310-322. 

27. Muhammad, S.M., M. Ali and M. Waqas, 2011. 

Controversies that make Islamic banking 

controversial: An analysis of issues and 

challenges, American Journal of Social and 

management Sciences, 2(1): 41-46.  

28. Naser, K., A. Jamal and L. Al-Khatib, 1999. 

Islamic banking: a Study of Customer 

Satisfaction and Preferences in Jordan, 

International Journal of Bank Marketing, 17(3): 

135-50. 

29. Norma Md. S., 2012. Comparative Analysis of 

Consumer Satisfaction on Islamic and 

Conventional Banks in Malaysia. Asian Social 

Science, 8(1). 

30. Osman, I., H. Ali, A. Zainuddin, W.E.W. Rashid 

and K. Jusoff, 2009. Customers Satisfaction in 

Malaysian Islamic banking, International 

Journal of Economics and Finance, 1(1): 197. 

31. Paulins, V.A. and L.V. Geisfeld, 2003. The 

Effect of Consumer Perception of Store 

Attributes and Apparel Store Preference. Journal 

of Fashion Marketing and Management, 7(4): 

371-385. 

32. Pollard, J. and M. Samers, 2007. Islamic 

Banking and Finance: Postcolonial Political 

Economy and The Decentring of Economic 

Geography. Trans Inst Br Geogr NS., 32(3): 

313-330. 

33. PricewaterhouseCoopers. Malaysia, Asia’s 

Islamic Finance Hub [online]. 

http://www.pwc.com/en_my/my/assets/publicati

ons/islamic-finance-hub.pdf. 2008; (28 July, 

2014). 

34. Razak, D.A. and M.O. Mohammed, 2008. 

Consumers’ Acceptance on Islamic Home 

Financing: Empirical Evidence on Bai Bithaman 

Ajil (BBA) in Malaysia. IIUM International 

Accounting Conference IV (INTAV). 

35. Schlosser, A.E., 2003. Experiencing products in 

the virtual world: the role of goal and imagery in 

influencing attitudes versus purchase intentions, 

Journal of Consumer Research, 30: 184-198. 

36. Sulaiman, A.S.A.N. and Datin Dr, M. Jariah, 

2013. Introduction to history of Islamic banking 

in Malaysia. Humanomics, 29(2): 80-87. 

37. Sun, B. and V.G. Morwitz, 2008. Stated 

Intentions and Purchase Behaviour: A Unified 

Model. International Journal of Research in 

Marketing, 27(4): 356-366. 

38. Tirtiroglu, E. and M. Elbeck, 2008. Qualifying 

purchase intentions using queuing theory, 

Journal of applied quantitative methods, 3(2): 

167-178. 

39. Wilson, R., 1995. Marketing Strategies for 

Islamic Financial Products”. New Horizon. 


