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Abstract

To meet the needs of the customer and corporate sectors, innovative Islamic financing instruments have been designed
by Islamic scholars. ljarah financing for vehicles is one of the financing methods used by Islamic financial institutions
to finance consumer and commercial products, and it is the most commonly used for financing vehicles. In Sri Lanka,
out of 29 Islamic financial institutions, 13 institutions have been offering Ijarah for vehicle financing for 25 years.
Despite its long existence, it is still underdeveloped and has not reached its full potential. In addition, the current
applications of Jjarah to finance vehicles are still the subject of intense debate as to whether these applications are
fully Shariah-compliant or not. Therefore, this study aims to evaluate the current applications of [jarah for vehicle
financing and identify the gap between the theoretical and practical aspects. Three leading institutions have been
selected for the research from three categories of financial institutions. Accordingly, Amana Bank as an Islamic bank,
An-Noor as an Islamic window, and Al Falah as a leasing company have been selected for the case study. This study
adopts an inductive approach in addition to an analytical and comparative approach in the explanation and discussions.
The researchers concluded that the applications of Ijarah for vehicle financing are similar among the three selected
institutions, with a slight difference. Efforts should be strengthened to provide a better and more developed application
to meet the demands of the individual and institutional sectors.
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