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Retail Banking Review - Stakeholder Submission 

Islamic Mortgage-Alternatives 

 

Dr Edana Richardson (Maynooth University) and Simon O’Neill (Philip Lee Solicitors) 

 
 
We refer to the Retail Banking Review, announced by the Minister for Finance on 1 July 2021.  
 

With respect to the Retail Banking Review Terms of Reference (the Terms of Reference), 
below are submissions, prepared by Dr Edana Richardson (Lecturer, Maynooth University, 
School of Law and Criminology) and Simon O’Neill (Partner, Philip Lee Solicitors) on Islamic 

mortgage-alternatives. These submissions fall within the Terms of Reference, focusing 

particularly on “the current retail banking landscape and likely market trends over the 

next decade”; and “options to develop the mortgage market”.  
 
Islamic banking is a specialised and growing part of the retail banking sector internationally. 

While Irish tax law makes some provision for Islamic banking transactions, the relevant 
regulatory and institutional framework in Ireland remains underdeveloped when compared to 
other international financial centres. This is particularly evident in the Islamic mortgage-
alternative market, where the market has potential for growth, yet is underdeveloped in Ireland.  

 
This submission will cover the following points: 

1. Background – an introduction to Islamic finance; 

2. Islamic finance in Ireland – the current retail landscape; 

3. Islamic mortgage-alternatives – structures and shortcomings in legislative 

framework; and 

4. Developing an Islamic mortgage-alternative market in Ireland and related 

benefits. 

 

1. Background – An introduction to Islamic finance 

 
The Islamic finance industry overlays principles derived from religious teachings with financial 
objectives and encompasses financial activity and institutions that have been structured to 

adhere to the financial principles of Islamic law (a term frequently used interchangeably with 
shari’ah). The industry has matured and diversified over the last two decades and is, today, 
a distinct segment of the global financial markets.   
 

Guided by the sources of Islamic law,1 there are four guiding rules applicable to Islamic finance 
activity:  

1. the prohibition of riba (unjustified gain in a transaction, often interpreted as interest);  
2. the avoidance of maysir (gambling and speculation);  

3. the need to limit gharar (risk and uncertainty); and  
4. the unlawfulness of haram (forbidden) activities, such as the making or selling of 

alcohol and pork products.  
The underlying legal structures of Islamic finance products are designed to ensure the products’ 

compatibility with these financial principles of Islamic law. At the same time, these Islamic 

 
1 The Quran (the holy book of Islam), Sunnah (the sayings and actions of the Prophet Mohammed), Qiyas 
(analogy) and Ijma’ (consensus of legal scholars). 
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finance products are often also structured to function as alternatives to conventional finance 
products.  
 

In recent years, a growing number of countries without Muslim-majority populations have 
implemented legislative and/or policy measures designed to facilitate the development of 
Islamic finance activity within their own domestic economies. Implementing an approach that 
accommodates Islamic finance activities within the existing legislative framework, the United 

Kingdom (the UK) has sought to create the legal and institutional conditions necessary for the 
country’s development as a centre for Islamic finance. Islamic finance has also been 
encouraged in other non-Muslim financial centres, including Luxembourg. To facilitate Islamic 
finance within domestic economies, a number of these countries have taken steps to 

accommodate Islamic finance by clarifying the domestic legal position of the contracts 
commonly found in Islamic finance activity. These reforms have generally sought to minimise 
differences in the tax and regulatory position of Islamic finance transactions. In doing so, those 
countries have sought to level the playing field between the legal treatment of certain Islamic 

finance products and their conventional alternatives.2  
 
Starting in 2009, Irish tax authorities and lawmakers began turning their attention to the Islamic 
finance market. In doing so, they have implemented an approach to the accommodation of 

certain Islamic finance products that is similar to that put in place in the UK.3 However, while 
legislative accommodations introduced to date in Ireland suggest a receptive attitude to Islamic 
finance by the Irish government, some remaining legal and taxation hurdles could go some way 
towards explaining the limited development of domestic Islamic finance in Ireland, particularly 

in a retail context. 
 
 

2. Islamic Finance in Ireland – The Current Retail Landscape  

 

2.1 Ireland’s Muslim population – a demographic underrepresented in Ireland’s retail 
banking sector 

 
In April 2016, the Republic of Ireland’s Muslim population was 63,443, 4 representing an 

increase of 95 percent since 2006. As at April 2016, just under half (47.3 percent) of Ireland’s 
Muslims lived in Dublin, with smaller populations spread out across the rest of the country. In 
the same period, 53.3 percent of Muslim men in Ireland were working, in contrast to 23.6 
percent of Muslim women.  

 
Making up 1.3 percent of the Irish population in 2016, Ireland’s Muslim community remains a 
comparatively small sector of Irish society. This figure is, however, likely to have increased 
over the last 6 years. This community is, on average, noticeably younger than the state average 

(26 years old compared to 37.4 years old) and more likely to be in a professional occupation 
(23.5 percent of Muslims compared to 19.1 percent of the total population). While Muslims 
make up a larger percentage of the UK population (4.8 percent in 2018), Muslims in England 

 
2 See, for example, HM Treasury, The Development of Islamic Finance in the UK: The Government's Perspective 
(HM Treasury 2008).  
3 Department of Finance, Islamic Finance in Ireland; An Information Note (Department of Finance, Dublin, March 
2010), 4, https://taxpolicy.gov.ie/wp-content/uploads/2011/03/Information-Note-on-Islamic-Finance-in-Ireland-
March-2010.pdf. 
4 Central Statistics Office, Religion, Central Statistics Office, (Dublin, 2017), 72, 
http://www.cso.ie/en/media/csoie/releasespublications/documents/population/2017/Chapter_8_Religion.pdf. 
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and Wales are less likely to have a professional occupation than those in Ireland, with 16.43 
percent of Muslims in England and Wales in higher managerial, administrative, and 
professional occupations or lower managerial, administrative, and professional occupations 

compared with 30.45 percent of the population as a whole.  
 
As a population that has seen steady growth over the last 20 years, Ireland’s Muslim 
community now represents a distinct segment of Irish society and one that would appear to be 

well placed to engage with Ireland’s financial services industry.   

 

Yet this industry in Ireland, particularly at a retail banking level, has failed to respond 

to this engagement.  

 
2.2 Accommodating Islamic finance in Ireland – work to date 

 
Irish authorities have taken several accommodative measures to try to encourage Islamic 

finance within Ireland. 
 
The first such measure adopted by the Irish government to clarify the legal treatment of Islamic 
finance products domestically was published in October 2009 when the Irish Revenue 

Commissioners (the Revenue) issued a Tax Briefing confirming the tax position in Ireland of 
certain Islamic finance products (the Tax Briefing 2009).5 This briefing note did not amend 
Irish law. Instead, it sought to explain and confirm the taxation of specific Islamic finance 
products. The Tax Briefing 2009 therefore confirmed that three finance products - takaful 

(Islamic insurance), ijarah (Islamic leasing) and Islamic investment funds - would be subject 
to the same tax regime as conventional insurance, leasing, and investment funds, respectively.   
 
A year later, the Finance Act 2010 introduced amendments to Ireland’s existing tax laws: the 

Taxes Consolidation Act 1997 (the TCA 1997) and the Stamp Duties Consolidation Act 1999 
(the SDCA 1999). These amendments were designed to facilitate greater equality of tax 
treatment between certain conventional and Islamic finance products,6 and to address the tax 
position of Islamic finance products whose legal form would otherwise have resu lted in the 

application of Ireland’s tax laws in a manner that did not reflect their economic substance. 7    
 
Ss39 and 137 of the Finance Act 2010 deal with “specified financial transactions” 8 and insert 
Part 8A into the TCA 1997 and s85A into the SDCA 1999, respectively (together, the Finance 

Act Amendments). As a result of the Finance Act Amendments, the structures commonly used 
in three Islamic finance transactions are now addressed in Irish tax law: “deposit transactions” 
(Islamic deposits); “credit transactions” (covering several Islamic financing arrangements); 
and “investment transactions” (sukuk, often referred to as Islamic bonds). Minor clarifications 

to the specified financial transactions tax framework have been introduced in subsequent 
Finance Acts, although the scope of the accommodations has remained unchanged.  

 
5 Irish Revenue Commissioners, “Islamic Finance, Tax Briefing Issue 78” (Irish Revenue Commissioners, October 
2009), http://www.revenue.ie/en/tax-professionals/historic-material/tax-briefing/2009/tax-briefing-78-2009.pdf,. 
6 For more recent Irish government discussions on Islamic finance in Ireland, see Department of Finance, 

IFS2020: A Strategy for Ireland’s International Financial Services sector 2015-2020 (The Stationery Office 
2015) 20, in which it was noted that “Islamic Finance will continue to feature in the sectoral and regional strategies 

outlined in IFS2020”. 
7 Irish Revenue Commissioners, ‘Tax Treatment of Islamic Financial Transactions’, Tax and Duty Manual (Part 
08A-01-01) (Irish Revenue Commissioners, 2018), [1.3]. 
8 Defined in Part 8A TCA 1997 as meaning a “credit transaction,” a “deposit transaction” or an “investment 
transaction”. 
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When discussing the accommodation of Islamic finance in Ireland, the Department of Finance 
has outlined certain opportunities for Ireland that this accommodation may bring:  

1. encouraging investment into Ireland in the form of wholesale Islamic finance activity 
and the establishment of Islamic finance institutions;  

2. the provision of ethical investment opportunities for Irish investors; and  
3. the opportunity for Muslims to participate in financial activity in a manner that is 

consistent with their religious beliefs.9  
Despite this balanced argument for accommodation, the tangible growth to date of Islamic 
finance in Ireland’s economy has been limited to wholesale Islamic finance activity . In 
contrast to the growth of retail Islamic finance products in the UK where such products 

(including Islamic mortgage-alternatives) are now offered by several regulated financial 
institutions,10 there has been an absence of activity at a retail level in Ireland.  
 
In practice, there remain gaps in the relevant legislative regime, particularly in the context 

of retail Islamic finance activity in Ireland:  
1. remaining taxation issues are still to be addressed; and 
2. accommodative measures have also not yet been introduced in Ireland with respect to 

the regulation and consumer protection aspects of Islamic finance.  

 

 

3. Islamic mortgage-alternatives – structures and shortcomings in legislative 

framework  

 

3.1 Islamic mortgage-alternative structures 
 

While technically Ireland may have sought to accommodate certain Islamic finance 
transactions within its tax laws; in practice these accommodations have not resulted in the 

growth of retail product offerings for Ireland’s Muslim population. 
 
Islamic mortgage-alternatives have been developed by the Islamic finance industry to provide 
an alternative to a conventional interest-bearing mortgage. Three basic structures for Islamic 

mortgage-alternatives exist:  

• Murabaha mortgage-alternatives: The first is structured around a murabaha contract 
and involves a financial institution purchasing property and then immediately selling it 

to the customer for the original purchase price plus an agreed mark-up (the financial 
institution’s profit) to be paid by the customer in instalments. 

• Ijara wa-iqtina mortgage-alternatives: The second incorporates an ijarah wa-iqtina 
contract involving the purchase of property by the financial institution that is then 

leased to the customer in return for payment of rent (which may be structured to include 
both a repayment and a profit element). The property’s title is ultimately transferred to 
the customer at the end of the contractual term.  

• Musharaka mortgage-alternatives: The third is a structure based on a diminishing 

musharaka contract and involves ownership of the property that is shared between a 
financial institution and customer. The financial institution leases its share of the 

 
9 Department of Finance, Islamic Finance in Ireland; An Information Note (Department of Finance, Dublin, March 
2010), 4, https://taxpolicy.gov.ie/wp-content/uploads/2011/03/Information-Note-on-Islamic-Finance-in-Ireland-
March-2010.pdf. 
10 Most notably, Al Rayan Bank PLC, Gatehouse Bank PLC, United National Bank Limited and Ahli United Bank 
(UK) PLC. ABC International Bank Plc also offers high-value Islamic mortgage-alternatives.  
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property to the customer in return for payment of rent and progressively sells this share 
of the property to the customer over the contractual term. This arrangement continues 
until the financial institution’s share of the property’s ownership is zero. At that point 

the customer will acquire full title to the property. 
 
The legal form of each of these Islamic finance products involves no loan of capital or payment 
of interest by the customer. Nevertheless, the ultimate economic effect of each Islamic 

mortgage-alternative is consistent with a conventional interest-based mortgage and allows a 
customer to purchase property with the financial assistance of a financial institution on the 
basis that this financial assistance, together with an element of profit, will ultimately be 
returned to the financial institution. 

 
3.2 Taxation of Islamic mortgage-alternatives  

 

Following the Finance Act Amendments, the TCA 1997 now provides for “credit transactions” 

that are structurally similar to murabaha- and diminishing musharaka-based Islamic mortgage-
alternatives.11 If the criteria set out in s267N TCA 1997 are fulfilled, therefore,12 Part 8A TCA 
1997 will now deem these credit transactions to have established a loan relationship between a 
financial institution and a customer. Part 8A TCA 1997 seeks to align the taxation of certain 

Islamic and conventional property financing products. It does this by allowing the Islamic 
finance products to be taxed in a way that reflects their economic substance, as alternatives to 
an interest-based mortgage.13 As a result of deeming a loan relationship to exist when legally 
there is no such relationship, the periodic returns paid by the customer to a financial institution 

pursuant to a credit transaction will be treated under Irish tax law as if it were interest paid on 
a loan.14 Effectively, the Finance Act Amendments seek to bring “credit transactions” within 
the scope of the existing rules applying to loans and interest. From the perspective of the parties 
involved in an Islamic mortgage-alternative based on a murabaha contract, this means that the 

amount of the customer’s periodic payments above the consideration paid for the property will 
be treated for tax purposes as interest paid on a loan (even though legally they are payments of 
profit on a sale). In the case of a diminishing musharaka-based contract, the rental portion of 
the customer’s periodic payments will be treated for tax purposes as interest paid on a loan 

(even though legally they are in the form of rent).  
 
While Part 8A TCA 1997 is a positive step towards the creation of a level playing field between 
some Islamic and conventional mortgages, certain tax hurdles remain. 

 
A. Ijarah mortgage alternatives not covered: The Finance Act Amendments do not 

cover ijarah wa-iqtina contractual structures. The Tax Briefing 2009 outlined the tax 

 
11 Paragraph (a) of the definition of “credit transaction”, TCA 1997, s 267N – covers transactions where the 
financial institution disposes of the full interest of the asset /  property to the customer in return for a higher than 
cost-price payment, all or part of which may be deferred. Paragraph (c) of the definition of “credit transaction”, 

TCA 1997, s 267N – covers transactions where the financial institution and another person jointly acquire an 
asset, or the financial institution purchases an asset owned by the customer in circumstances where the customer 
retains an interest in that asset (refinancings). The customer then agrees to make payments to the financial 

institution which equal the amount paid by the financial institution for the asset as well as payments for the use of 
the asset (i.e. rent). 
12 Definition of “credit transaction”, TCA 1997, s 267N and TCA 1997, s 267O. 
13 Irish Revenue Commissioners, Notes for Guidance - Taxes Consolidation Act 1997 - Finance Act 2019 edition, 
“PART 8A Specified Financial Transactions” (December 2019), 2, https://www.revenue.ie/en/tax-

professionals/documents/notes-for-guidance/tca/part08a.pdf. 
14 TCA 1997, s 267O(1).  
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treatment of ijarah leasing arrangements that resemble an ijarah wa-iqtina structure, 
including “[i]jarah used for a finance lease”.15 However, both the Tax Briefing 2009 
and the November 2018 update of the Tax and Duty Manual specifically limit the 

application of the relevant leasing arrangements to “the leasing of plant and machinery 
and other chattels”,16 rather than leases of immovable property. As a result, without an 
expansion of the definition of “credit transaction” in Part 8A TCA 1997 to include 
transactions where a financial institution acquires sole ownership of property and then 

leases it to a customer, it remains unclear how the Irish authorities will tax returns paid 
to a financial institution in the form of rental payments under an ijarah wa-iqtina 
contract. It is also unclear what portion of these payments would be treated as profit.  
  

B. Stamp Duty Issues: Murabaha, diminishing musharaka and ijarah wa-iqtina-based 
transactions are all structured to involve at least two sales of the underlying property, 
the first when the financial institution acquires ownership of the property from the 
original vendor, and the second when the financial institution transfers ownership of 

that property to the customer. These multiple property transfers within the same 
financial arrangement may result in multiple impositions of stamp duty,17 increasing 
the tax cost of the Islamic mortgage-alternative.18 Compounding this increased stamp 
duty liability, in the case of ijarah wa-iqtina and diminishing musharaka-based 

transactions where the rent charged to the customer under the leasing arrangement is 
over €40,000 a year, the customer may also be liable to pay stamp duty on that annual 
rent.19 Yet unlike the UK, this double stamp duty issue remains unaddressed in Irish tax 
law. Without further legislative amendments to clarify the stamp duty liability of those 

involved in Islamic mortgage-alternatives in Ireland, any such transaction that is 
structured to include multiple property transfers risks being subject to a higher level of 
stamp duty than an economically comparable conventional mortgage. 

 

3.3 Regulation of Islamic mortgage-alternatives  
 
The question of how an Islamic mortgage-alternative (and any financial institution that offers 
such product) is regulated in Ireland will depend on whether the particular product is 

considered to be a “mortgage” under the existing legislative and guidance framework.  

In the case of Islamic mortgage-alternatives based on a murabaha contract, bringing these 

financial structures within the regulatory regime applying to mortgages is relatively 
straightforward. Murabaha-based arrangements allow the relevant property’s title to be 
transferred to the customer almost immediately at the outset of the transaction. The customer 
then repays the purchase price plus mark-up on a deferred basis to the financial institution. This 

 
15 Irish Revenue Commissioners, “Islamic Finance, Tax Briefing Issue 78” (Irish Revenue Commissioners, 
October 2009), http://www.revenue.ie/en/tax-professionals/historic-material/tax-briefing/2009/tax-briefing-78-

2009.pdf. 
16 Irish Revenue Commissioners, “Tax Treatment of Islamic Financial Transactions”, Tax and Duty Manual (Part 
08A-01-01) (Irish Revenue Commissioners, 2018), [3.3.1]. 
17 SDCA 1999, s 2. Finance Act 2007, s 100 abolished the duty on mortgages and other security documents, the 
Act also abolished stamp duty on deeds of release.  
18 In a small-scale or one-off commercial property finance context, existing stamp duty reliefs may be of use to 
reduce (but not eliminate) the impact of multiple stamp duty liabilities in murabaha-based property transactions. 
See section V below for further discussion of use of this relief in a property financing product launched by 

Community Finance Ireland. 
19 SDCA 1999, Schedule 1. 
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structure allows the customer to grant a charge over the property in favour of the financial 
institution and to secure the deferred amount payable by the customer under the transaction .20  

Islamic mortgage-alternatives based on ijarah wa-iqtina and diminishing musharaka contracts 
are less straightforward from a regulatory perspective. In ijarah wa-iqtina mortgage-
alternatives, the financial institution is typically transferred legal title to the property. This 

allows the financial institution to assume full ownership of that property. In the case of 
diminishing musharaka-based transactions, although ownership of the property is shared 
between the customer and the financial institution, the progressively altering ownership shares 
of the parties are likely to make legal shared ownership of the property difficult and 

cumbersome to manage. As a result, the financial institution (or a third-party trustee) is more 
likely to acquire full legal ownership of the property and then to enter into a trust to hold the 
property for both the customer and the financial institution as beneficial tenants in common of 
unequal shares.  

In the case of both ijarah wa-iqtina and diminishing musharaka contracts, it is only at the end 
of the contractual term that full legal title to the property is transferred to the customer. 

Concurrently with this, the customer does not undertake to repay credit advanced by the 
financial institution but, rather, undertakes to make periodic rental payments and, in the case 
of a diminishing musharaka, to purchase the financial institution’s share of the property. As 
security for the customer’s obligations to pay rent under the lease and (in the case of a 

diminishing musharaka) to acquire the financial institution’s share in the property over time, 
the customer may grant a charge in favour of the financial institution over the customer’s 
interest in the property under the lease and any co-ownership agreement. There is, however, no 
“credit” advanced and no “housing loan” made.  

As a result, these products could be categorised as leases, or at least as including a lease, rather 
than as “housing loan mortgages”.21 This would alter the protections offered to consumers 

participating in the Islamic finance transactions.   

 

4. Developing an Islamic mortgage-alternative market in Ireland and related 

benefits 

 

4.1 The benefits of developing an Islamic mortgage-alternative market 
 
In the responses to a recent survey of Muslims in Ireland, 81.06 percent of respondents who 
answered the question indicated that they rented their home, compared to just 16.55 percent of 

respondents who owned their home. A similarly low level of home ownership amongst 
Ireland’s Muslim community was also highlighted by research in 2018 which noted that “it is 
a cause for concern that in 2016, 64 per cent of Muslims are tenants in the private rented sector 
(compared to just 18 per cent for the total population), especially in the current rental market 

in Ireland.”22 While there are many reasons why someone may choose to rent rather than own 
their home, narrative responses to a survey that we carried out indicate that the absence of 

 
20 Reflecting this, in the UK, HM Land Registry notes that one of the required documents needed to complete a 

murabaha-based arrangement is a charge in favour of the bank, see HM Land Registry, “Guidance Practice Guide 
69: Islamic financing” (updated 9 September 2019), https://www.gov.uk/government/publications/islamic-

financing/practice-guide-69-islamic-financing. 
21 A “housing loan mortgage” is defined in the LCLRA 2009 as “mortgage to secure a housing loan”, LCLRA 
2009, s 3. 
22 F. McGinnity et. al., Monitoring Report on Integration 2018 (ESRI / Department of Justice and Equality 2018), 
95. 
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Islamic mortgage-alternatives in Ireland was a significant reason why respondents were renting 
or did not own their own home. Reflecting this interest in Islamic alternatives to a mortgage, 
98.07 percent of those who responded to the question in the survey confirmed that if there was 

a religiously compliant alternative finance product available, this would at least influence their 
intention to purchase a home in Ireland.23  
 
Despite this, ten years after the Finance Act Amendments, no retail Islamic mortgage-

alternatives are available in Ireland. Anecdotal evidence suggests that money received from 
informal sources, such as a co-operative model implemented within the Muslim community, is 
being used to provide capital to members of that community, thereby avoiding or reducing 
reliance on conventional non-Islamic mortgages.24 While this informal approach may help to 

address the financing needs of those who do not want to engage with interest-based mortgages, 
such activity also operates outside of the formal banking system and the oversight of regulatory 
and tax authorities. 
 

Following the announcements of the exit from the Irish banking market of Ulster Bank Ireland 
DAC and KBC Ireland, the retail financial services market in Ireland is dominated by the two 
pillar banks (Bank of Ireland and Allied Irish Bank) and Permanent TSB. Alongside this 
retrenchment of the market, the Central Bank of Ireland has examined culture in the financial 

services industry and identified deficiencies in culture, customer outcomes and a lack of 
diversity.25 Supporting and developing a domestic Islamic finance market in Ireland, including 
an Islamic mortgage-alternative market, will help to bring new players and diversity to the 
market. Such products could be offered either by financial institutions already in the Irish 

market, or by new entrants. They could also be offered to a wide range of customers - in the 
UK, once available, Islamic finance products have had appeal beyond the Muslim 
community.26      
 

If Ireland’s domestic Islamic finance is not addressed through legislative and regulatory 
amendments: 

1. Ireland’s Muslim population will remain underserved by Ireland’s retail banking sector, 
particularly with respect to Islamic mortgage-alternatives.  

2. Ireland’s legal framework will be out of line with other international finance centres 
that have more effectively accommodated domestic Islamic finance. 

3. There will remain scope for Islamic finance transactions to take place outside of the 
formal banking sector, and thus outside of the scope of regulatory, tax and consumer 

protection laws. 
4. Ireland will not harness the benefits that European passporting brings in terms of 

attracting new Islamic mortgage-alternative players to the market.  
 

 
 

 
23 407 out of 415 responses. 
24 Based on face-to-face discussions between the authors and members of the Muslim community in Ireland in 
both 2010 and 2018-2019. 
25 Behaviour and Culture of the Irish Retail Banks (July 2018), https://www.centralbank.ie/docs/default-
source/publications/corporate-reports/behaviour-and-culture-of-the-irish-retail-banks.pdf?sfvrsn=2. 
26 Islamic Finance News, ‘Al Rayan's FTD growing in appeal to non-Muslims’, 
https://www.islamicfinancenews.com/al-rayans-ftd-growing-in-appeal-to-non-muslims.html, The Independent, 
‘Sharia-compliant savings and bank accounts rocket in popularity across Britain’, LoveMoney, Islamic and 

Shariah-compliant finance: what you need to know, https://www.lovemoney.com/news/74025/savings-islamic-
shariah-compliant-finance-savings-al-rayan-bank-gatehouse-milestone. 
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4.2 Related benefits 
 

a. Sustainable finance: In addition to the core defining principles of Islamic finance 

discussed above, Islamic finance is also underpinned by ethical and moral values that 
emphasise Islamic law’s inherent concern for the Earth and society within it.27 Each 
Islamic finance institution also benefits from an additional level of ethical oversight 
through the operation of shari’ah supervisory boards. Reflecting these ethical 

principles and drivers, Islamic finance is said to provide “a unique perspective and a 
value-based approach to finance”28 where its participants are driven not solely by self-
interest or personal maximisation. This ethical connection in Islamic finance and its 
values-based approach to financial activity have resulted in the strong growth in the use 

of Islamic finance as a vehicle for alternative ethical, ESG and responsible finance 
investment – including in green, social and sustainability sukuk (Islamic bonds) as well 
as ESG-focused Islamic investment funds. By accommodating the growth of domestic 
Islamic finance in Ireland, therefore, not only would the Irish government be opening 

up access to financial services to Ireland’s Muslim population, but it could also harness 
this sector’s responsible finance appeal as part of Ireland’s stated aim of becoming a 
global hub for sustainable finance.   
 

b. Fintech: In the UK, fintech is an increasingly common channel for offering Islamic 
financial products, both retail and wholesale. Following Brexit, Ireland has a unique 
competitive advantage to attract new Islamic fintech players seeking access European 
markets through a financial services passport. As this sector continues to grow, Ireland 

must harness this competitive advantage.  
 
Please let us know if you would like to discuss ways of addressing current shortcomings in the 
market in more details. 

 
 

Dr Edana Richardson, Maynooth University 

Simon O’Neill, Philip Lee Solicitors 

 
27 April 2022 

 
27 Mahinaz El-Aasser, ‘Responsible Investment and Islamic Finance: Can They Work Together?’ (December 

2015) Islamic Finance News, www.islamicfinancenews.com/responsible-investment-and-islamic-finance-can-
they-work-together.html?share=email&nb=1, Michael S Bennett and Zamir Iqbal, ‘How socially responsible 

investing can help bridge the gap between Islamic and conventional financial markets’ (2013) 6(3) International 
Journal of Islamic and Middle Eastern 211, 212. Umar F Moghul and Samir HK Safar-Aly, ‘Green Sukuk: The 
Introduction of Islam’s Environmental Ethics to Contemporary Islamic Finance’ (2014) 27(1) The Georgetown 

International Environmental Law Review 1, 11.  
28 Islamic Research and Training Institute. 


