
A Model for Regulating Bank Interest Rates Based on 
Islamic Banking Principles

*

Page: 235-274 Online Publication
Date: 2025.03.17

 Accept Date:
2025.03.17

 Receive Date:
2024.07.29

Research Article

One of the major challenges facing the banking system in achieving the objectives 
of Islamic banking lies in the processes and mechanisms governing the calculation 
and payment of profits, which face both Sharia-related and efficiency challenges. 
This article proposes a reformative framework for policymaking and regulation of 
bank interest rates grounded in Islamic principles and attentive to monetary poli-
cy dimensions. The diagnostic analysis identifies factors such as the separation of 
the monetary–banking sector from the real economy, profit payments disconnected 
from actual bank profitability, ineffective interest-rate regulation, lack of a com-
prehensive policy perspective, and institutional and behavioral challenges related 
to depositors as key causes of inefficiency. Using a descriptive–analytical method 
and relying on Sharia principles, the study proposes a regulatory model that in-
cludes restructuring investment deposits by separating transactional investment de-
posits from participatory investment deposits, establishing distinct profit-payment 
rules based on actual bank profits, and reforming central bank policy instruments 
through the creation of a profit equalization reserve account. These elements collec-
tively provide a basis for revising usury-free banking laws and moving toward the 
realization of a fully Islamic banking system.
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