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Abstract:

The Kingdom of Saudi Arabia has witnessed a radical transformation in the banking sector since
the establishment of the first Islamic bank in 1985 (the Islamic Development Bank). The past
decade has seen unprecedented growth in this sector, with the share of Islamic assets rising from
28% to 52% of total banking assets in the Kingdom during the period 2015-2023, according to
reports from the Saudi Central Bank (SAMA).

Saudi Arabia is witnessing significant development in the banking sector, especially with the
spread of Islamic banks that adhere to Islamic law. Saudi Arabia is considered one of the leading
countries in this field, where Islamic banking transactions form a fundamental part of the finan-
cial system. This research aims to study the impact of Islamic banking transactions in Saudi
banks in terms of economic growth, attracting investments, promoting financial inclusion, and
the challenges facing this sector.

This study aims to analyze the comprehensive impact of Islamic transactions in the Saudi bank-
ing sector, with an assessment of financial, economic, and social performance, measuring com-
pliance with Sharia regulations, and providing a future vision for developing this sector.
In terms of methodology, the research relied on a mixed approach (quantitative and qualitative)
through:

* Analysis of financial data for 8 banks (4 Islamic, 4 conventional) during the period (2019-
2024).

* A survey including 600 clients and 30 interviews with experts and specialists, as well as con-
tent analysis of documents and Sharia rulings.

Key Results:

Financial Results / Higher efficiency in cost management (expense-to-income ratio of 38.5%
versus 42.3%).

Better quality financing portfolio (non-performing financing ratio of 2.1% versus 3.4%).
Operational Results / Higher efficiency in cost management (expense-to-income ratio of 38.5%
versus 42.3%).

Better quality financing portfolio (non-performing financing ratio of 2.1% versus 3.4%).
Social Results / 73% of customers prefer Islamic banks, Islamic financial inclusion grew from
31% to 49% over five years, compliance with Sharia is the main motivation for 68% of cus-
tomers.

Sharia Results / Full and significant compliance with Sharia regulations in 77% of products.
Key Challenges / Difterences in fatwas (33%), difficulty in practical implementation (28%).
Contribution to Vision 2030: 45% of infrastructure projects financed through Sukuk, expected
contribution to GDP of 24% by 2030.
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