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Abstract

Many experts on Islamic economics have tried to find solutions to
the practical problems facing Islamic banks in order to ensure their
survival in the face of the dominant interest-based financial
systems. In the last few years, two positions have emerged among
Muslim economists: 1. One that encourages credit activities since
Islamic banks do not charge any interest on that, such as deferred
sales which boost consumption of both necessary and luxurious
goods. 2. The other calls upon Islamic banks to engage in
investment based on mudarabah (commendo) and musharakah
(partnership). Both views have their grounds and evidences. This
article attempts to reconcile these two views, given the fact that
they generally agree on the importance of all types of deposits as
the basis of banks’ mediatory activity. The article has shown the
relationship between deposits and consumes loans through analysis
and comparison. Based on case studies comprising of a number of
conventional and Islamic banks and finance houses as well as
Islamic windows in Malaysia throughout a considerable period of
time, the article has demonstrated that there is an inverse
relationship between consumer loans and deposits: the rise of
consumer loans has a correlation with the growth of deposits and
vice versa.
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