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According to Bank Negara Malaysia (BNM), the volume of Islamic home financing 
transactions valued in RM has increased by about 17.76% from the year 2014 to the year 
2015. The growth of the transactions shows an increased trend, nevertheless their actual 
control of the mortgage market has lagged behind than the existing home loans. In December 
2015 alone, the current statistics suggest that the market share for Islamic home financing is 
estimated at 22.65% or RM95, 655.1 million whilst the rest belongs to its conventional 
counterpart.  

Misconceptions relying solely on negative consumer perception has been blamed as the 
cause of the trend. Without corrective measures, even the best designed Islamic home 
financing model will soon fall apart. It is critical, therefore, to understand the misconceptions 
that inhibit consumer preference in order to provide valuable insights for bank managers to 
manage Islamic home financing services effectively. In this article, there are five 
misconceptions addressed but not limited to the following: 

Misconception #1 – The pricing of Islamic home financing products is argued to be 
unfair as banks claims to take large portion of profit by imposing high profit rate to the 
facilities. Prior to 2006, Islamic banks employed fixed rate to price their home financing 
products. For instance, BIMB imposed a rate of 7.4% to its customer for BBA fixed financing 
rate for mortgage in 2007. Beginning 2004, Islamic banks introduced variable rate of 
financing, which is more competitive and cheaper than their conventional peers. Consumers, 
however, misconceive by claiming the products are expensive at the expense of themselves. 
They base their argument on the fixed regime per se. This misconception is still echoing till 
now. Hence, proper measures should be introduced to improve literacy on the pricing mainly 
on the mechanic’s part.   

Misconception #2 – Consumers identify Islamic financing as merely a change of 
terminology (e.g. replacing “profit rate” with an “interest rate”). Profit rate is used since 
Islamic banks are operated on the basis of trade. In practice, however, it is criticised to mimic 
an interest based loan rate. It is further argued that the “implication” of the profit rate is 
tantamount to interest rate. Consumers argue profit rate imposed on sale contracts is similar 
to loan. For instance, Bank XYZ offers Islamic personal financing on the principle of al-
inah, earns a sum of RM9,900 as a profit from the selling price of RM45,900. The implication 
brought by the RM9,900 is similar to the loan, the addition. It is, thus, worth noting that 
Islamic banks should develop a positive perception on profit rate by employing mobile 
marketing to curb the issue where better adverts come into play. 

Misconception #3 – Some critics have gone so far as to argue that typical Islamic home 
financing products encourage people to take the products leading them to be in debt. Islamic 
home financing is offered to help those in dire need of financing to purchase houses.  The 
issue whether to put them in debt is unacceptable in this context. It is not aimed at promoting 
debt among muslims but is aimed at encouraging people to own house through the financial 
assistance. Thus, Islamic banks should promote the products as a solution to help consumers 
to own their dreamed house rather than just promoting them to be in debt. Offering e-
consultation by bankers could be one of the possible ways to address this misconception. 

Misconception #4 – Managers of Islamic banks have argued to follow their conventional 
peers when treating debtors. Disputes and resolutions pertinent to the financing cases 
involving BIMB, Affin Bank and Maybank have built misconceptions among certain groups 
on the products. Islamic banks have argued to be unkind when they refuse to give rebate 
(ibra) to debtors should the debtors face financial difficulty, even when the banks have the 
capacity to give rebate. To address this issue, Islamic banks should give opportunity to 



debtors to restructure and reschedule their debts. Islamic banks should extend the financing 
period to improve financial well-being of the customers, which in turn enable them to service 
their mortgage effectively. This approach promotes maqasid al-Shariah between Islamic 
banks and their customers where the Islamic debt collection policy matters.  

Misconception #5 – Islamic banks are argued to offer “difficult” types of Islamic home 
financing products (i.e. bay bithaman ajil (BBA), musharakah mutanaqisah home financing, 
tawarruq, al-ijarah muntahia biltamleek, and istisna) although practically they are easier. 
The products are argued to be difficult because there exists a gap between the implementation 
and modus operandi of the products where hiyal (i.e. legal trick) and hidden agenda are 
allowed at the expense of the customers. For instance, musharakah mutanaqisah home 
financing allows “second undertaking” in the case of default, where not all customers 
familiar with the term. As a corrective measure, the bank should extend a co-production 
solution where the opinions of customers are prioritised when the bank is offering new 
products, making the products are easily understood by customers, in turn, improving their 
receptivity. 

In all, Islamic home financing products are not immune from the individuals’ 
misconceptions. One of the factors leading to the misconceptions is the slander developed 
and shared by the ignorant laymen regardless of their religious beliefs. It is now timely for 
Islamic banks to take innovative measures to curb these alarming misconceptions from 
worsening. 
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