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Abstract 

This study aims to analyze the digital transformation of Sharia capital market 
services in Islamic banking institutions, focusing on their opportunities, challenges, 
and implications for customer perceptions. The research employs a systematic 
literature review (SLR) approach to synthesize national and international 
scholarly publications from 2015 to 2025 that discuss the digitalization of Islamic 
financial institutions. The findings indicate that digital transformation has 
improved operational efficiency, inclusiveness, and transparency in Sharia-based 
investment activities through the adoption of innovations such as mobile banking, 
Islamic mutual funds, sukuk, and Cash Waqf Linked Sukuk (CWLS). 
However, the transformation process still encounters several obstacles, including 
cybersecurity risks, limited human resource capacity, low levels of financial literacy, 
and a regulatory framework that has not fully adapted to technological progress. 
Furthermore, customer perceptions of digital Sharia services are shaped by perceived 
usefulness, ease of use, service quality, and the assurance of Sharia compliance, all 
of which influence customer trust and loyalty. The study concludes that the 
effectiveness of digital transformation in Islamic banking depends on the synergy 
between technological innovation, adaptive regulation, financial literacy 
enhancement, and adherence to maqasid al-shariah principles to reinforce the role 
of the Islamic capital market in achieving an inclusive and sustainable Islamic 
financial ecosystem. 
 
 

 

INTRODUCTION 

The rapid advancement of digital technology has profoundly reshaped the global financial 

landscape, influencing how financial services are designed, delivered, and accessed. Within the 

Islamic financial system, digital transformation has emerged as a vital instrument for fostering 

innovation, inclusivity, and efficiency. The process of digitalization not only optimizes operational 

mechanisms but also reinforces the ethical foundations of maqasid al-shariah, which emphasize 

justice, welfare, and the preservation of public interest (Dusuki & Abdullah, 2007). The integration 

of digital tools within Islamic finance thus represents an effort to align technological innovation 

with moral and spiritual principles, ensuring that progress remains consistent with Sharia values 

while advancing both economic performance and ethical responsibility. 

In the Indonesian context, the wave of digital transformation has significantly accelerated 

the development of Islamic banking and the Sharia capital market. The introduction of financial 

technology (Fintech), mobile banking, and blockchain has expanded public access to halal 

investment products and strengthened the institutional infrastructure of Islamic financial entities 

(Scott, 2024; Qothrunnada et al., 2023). These innovations have enhanced financial inclusion by 
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broadening participation across various demographic and geographic segments. At the same time, 

digitalization has improved transparency, accountability, and institutional coordination between 

Islamic banks and capital market stakeholders, creating a more integrated and accessible Sharia 

financial ecosystem. 

Despite these promising developments, the digital transformation of Islamic finance in 

Indonesia has yet to reach its full potential. Data from the Financial Services Authority (OJK) 

indicate that Sharia capital market capitalization declined from IDR 4,789.2 trillion in 2023 to IDR 

4,102.4 trillion in 2024, revealing persistent structural and operational challenges. Issues such as 

limited financial literacy, cybersecurity vulnerabilities, and inadequate human resource capabilities 

remain significant obstacles to sustainable digital transformation (Fitria, 2024; Nurhikmah et al., 

2025). Previous research has predominantly focused on the role of technology in promoting 

financial inclusion or efficiency, yet little attention has been devoted to understanding how digital 

transformation at the level of Islamic banks directly contributes to strengthening the broader 

Sharia capital market ecosystem. This gap underscores the need for a more comprehensive analysis 

linking digital initiatives in banking with capital market development. 

Accordingly, this study seeks to analyze the contribution of digitalization within Islamic 

banks to the development of Indonesia’s Sharia capital market. It specifically examines the 

implementation of digital initiatives, the opportunities and risks that accompany them, and 

customer behavioral responses to digital Sharia-based services. Employing a systematic literature 

review (SLR) method encompassing relevant scholarly publications from 2015 to 2025, this study 

aims to construct a structured synthesis of digital transformation trends in Islamic finance. The 

novelty of this research lies in its integrated analysis of technological, regulatory, and behavioral 

dimensions within the framework of maqasid al-shariah, offering insights into how digital 

innovation can reinforce inclusivity, competitiveness, and sustainability in Indonesia’s Islamic 

financial system. 

 

METHODS 

This study adopts a Systematic Literature Review (SLR) approach designed to explore and 

synthesize the development of digitalization within Indonesia’s Islamic capital market. The method 

is considered suitable for addressing the research objectives, as it enables a structured, transparent, 

and replicable process in identifying relevant studies, analyzing data, and drawing integrative 

conclusions. The SLR framework allows for comprehensive examination of existing academic 

findings, providing both a critical review and theoretical consolidation concerning the role of 

digital transformation in Sharia-compliant financial systems. 

 

Study Design and Data Source 

The research relies entirely on secondary data, consisting of peer-reviewed journal articles, 

academic books, and institutional publications relevant to the digital transformation of Islamic 

finance. The population of data includes national and international studies published between 2015 

and 2025. The literature was retrieved from reputable academic databases such as Scopus, Google 

Scholar, DOAJ, ResearchGate, Garuda, and Neliti to ensure credibility and comprehensiveness. 

The use of multiple databases minimizes bias and increases the representativeness of the reviewed 

works. 
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Data Collection and Selection Procedure 

Data collection was conducted systematically using predefined keywords including 

digitalization of Islamic finance, Islamic capital market, Islamic fintech, Sharia digital finance, and 

digital transformation in Islamic banking. These keywords were selected to capture the full scope 

of discussions related to technology integration within Sharia-compliant financial institutions. To 

ensure accuracy and validity, the literature selection process followed explicit inclusion and 

exclusion criteria. Only peer-reviewed publications focusing on digital transformation in the 

Islamic financial and capital market sectors were included, while non-scholarly materials such as 

blogs, conference summaries, or news articles were excluded. 

All retrieved references were organized using Mendeley Reference Manager to ensure 

consistency of citation style and proper categorization according to thematic relevance. Duplicate 

or irrelevant studies were filtered out during the screening phase. 

 

Data Analysis Technique 

The analytical procedure followed the Preferred Reporting Items for Systematic Reviews 

and Meta-Analyses (PRISMA) guidelines established by Moher et al. (2009). This framework 

structured the identification, screening, eligibility, and inclusion stages of literature selection. After 

filtering, the selected studies were examined through content analysis, enabling the extraction of 

recurring patterns, conceptual models, and research gaps. Three central analytical dimensions 

emerged from the synthesis process: technological innovation, regulatory adaptation, and Sharia 

compliance. 

These dimensions collectively serve as the conceptual foundation of the study, reflecting 

how digitalization influences both operational and ethical aspects of Indonesia’s Islamic financial 

ecosystem. Each dimension was reviewed in relation to its contribution toward the objectives of 

maqasid al-shariah, encompassing justice, welfare, and sustainability. 

 

Research Replicability and Rigor 

The research procedure is organized in a logical sequence to ensure replicability and 

methodological integrity. The study design provides adequate information for other researchers to 

replicate the process, including database selection, keyword construction, and analytical 

framework. By maintaining objectivity and transparency, the research ensures validity and 

reliability in data interpretation. This methodological approach, therefore, offers a holistic basis 

for understanding how technological progress and regulatory alignment interact within the 

development of Indonesia’s digital Islamic capital market. 

 

RESULTS AND DISCUSSION 

Digitalization has played a pivotal role in accelerating the advancement of the Islamic 

capital market in Indonesia. By enhancing efficiency, accessibility, and transparency, 

technological innovation has redefined how Islamic financial institutions interact with investors 

and the public. Tools such as financial technology (Fintech), mobile banking, and blockchain 

have simplified access to halal investment platforms and reinforced public trust in the integrity 

of Islamic finance (Dusuki & Abdullah, 2007; Qothrunnada et al., 2023; Scott, 2024). According 

to Nurhikmah et al., (2025), the integration of digital systems within Islamic banking has also 

expanded financial inclusion by offering services that are faster, more affordable, and more user-
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centered. Despite this progress, challenges persist, particularly in the areas of financial literacy, 

cybersecurity, and the readiness of human resources capable of integrating technological expertise 

with Sharia principles (Fitria, 2024; Amalia & Fitri, 2025). Thus, while digitalization provides vast 

opportunities for strengthening the Sharia capital market, its success remains contingent upon 

regulatory adaptation, education, and human capital development aligned with Islamic ethical 

values. 

 

Conditions for Digitalization Implementation in Sharia Banks 

The implementation of digitalization within Indonesia’s Islamic banking industry has 

demonstrated notable progress, although market dynamics remain subject to fluctuation. Data 

from the Financial Services Authority (OJK) indicate that the capitalization of the Sharia capital 

market declined from IDR 4,789.2 trillion in 2023 to IDR 4,102.4 trillion in 2024 (Figure 1). 

Figure 1. Sharia Capital Market Capitalization Growth 2023–2024 — Source: OJK  

 

This decline indicates that although digital transformation continues to expand, its 

effectiveness remains influenced by external economic factors and the readiness of digital 

infrastructure across Islamic financial institutions. The combination of technological 

advancement and shifting customer expectations has accelerated the transition toward digital 

systems in Indonesia’s Islamic banking sector. This transformation is no longer optional; it has 

become essential to improving operational efficiency, extending service coverage, and meeting 

the rising demand for secure and convenient digital banking experiences. 

The COVID-19 pandemic significantly heightened reliance on online banking systems, 

prompting regulators such as OJK to reinforce digital innovation policies in Islamic banks 

(Shabri, 2022). Empirical studies confirm that services such as mobile banking, online account 

opening, and internet-based transactions contribute meaningfully to enhancing financial literacy 

and inclusion (Aripin et al., 2022). Nonetheless, limited promotional strategies, underdeveloped 

human resource capacity, and inadequate technological infrastructure remain ongoing barriers 

(Laelasari et al., 2024). 

In the context of the Islamic capital market, digitalization has facilitated the integration 

of investment products and Sharia-compliant services within digital banking platforms. Bank 

Syariah Indonesia (BSI), through its BYOND BSI application, now offers not only core banking 

functions but also halal lifestyle and investment features, including: 

1) Sharia Mutual Funds, six variants: Trimegah Sharia Cash, TRIM Sharia Balanced, 

TRIM Sharia Shares, Sucorinvest Sharia Money Market Fund, Sucorinvest Sharia 

Sukuk Fund, and Batavia Sharia Stock Fund. 
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2) Retail State Sharia Securities (SBSN), retail Sukuk and Savings Sukuk for citizens as 

safe, government-supervised investment instruments. 

3) Trustee Services, BSI acts as a capital market support institution licensed by OJK 

(STTD No. WA-1/PM.2/2021), representing sukuk holders and monitoring investor 

rights. 

4) BSI Sharia Securities Savings Account, a customer fund account (RDN) with a 

Mudharabah Muthlaqah contract to facilitate Sharia securities transactions for 

customers registered at KSEI. (Bank Syariah Indonesia, n.d.) 

Meanwhile, Bank Muamalat Indonesia operates the Muamalat DIN application, which 

provides 24-hour access to digital Islamic financial services with advanced multilayer security. Its 

Sharia-compliant investment products include: 

1) Sukuk (State Sharia Securities/SBSN), government-issued instruments with fixed 

yields and low risk. 

2) Cash Waqf Linked Sukuk (CWLS), a social investment instrument based on waqf 

funds invested in SBSN to finance social programs through nazhir partners. 

3) Sharia Mutual Funds, collective investments managed by investment managers in 

Sharia-compliant portfolios. (Bank Muamalat, n.d.) 

These initiatives highlight the rapid evolution of digitalization within Islamic banks and 

its strategic contribution to strengthening the national Islamic financial ecosystem. Despite 

persisting issues related to digital literacy, data protection, and infrastructure readiness, these 

developments signify a strong institutional commitment to promoting inclusivity and deepening 

participation in the Islamic capital market. 

 

Digital Service Development Opportunities 

The digitalization of the Sharia capital market presents substantial opportunities for 

Islamic banks to improve accessibility, operational efficiency, and inclusivity. The adoption of 

Fintech and blockchain technologies enables secure, rapid, and cost-effective processes such as 

investor registration, Sharia compliance verification, and transaction settlement (Scott, 2024). 

With increasing internet penetration and mobile banking usage, digitalization democratizes access 

to halal investment opportunities, even in remote regions. Evidence from Malaysia similarly 

demonstrates that digital brokerage platforms have expanded participation among younger 

investors, both Muslim and non-Muslim (Mohamad & Jamaluddin, 2025). 

Beyond inclusion, technological innovation drives continuous product diversification. 

Blockchain technology facilitates the issuance of digital sukuk that ensures secure, transparent, 

and traceable transactions, as evidenced by the Ethereum-based smart sukuk initiative in 

Indonesia (Mohamed & Sari, 2020). Moreover, digital platforms support interactive education, 

online financial literacy programs, and simulation-based investment tools that reinforce 

understanding of core Sharia principles, including the prohibition of riba, gharar, and maysir (Nur 

Aisyah & Anggara, 2025). 

Aligned with maqasid al-shariah, digital transformation promotes not only economic 

efficiency but also ethical and social welfare objectives (Dusuki & Abdullah, 2007). The rise of 

AI-based services such as halal robo-advisors, e-sukuk marketplaces, and automated Sharia 

scoring systems illustrates how technology can advance justice, sustainability, and customer 

empowerment. Therefore, digitalization must be viewed as a tool for achieving inclusivity, 

competitiveness, and long-term ethical value in the Islamic capital market. 
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Risks and Challenges of Sharia Implementation 

Despite its many advantages, digitalization introduces complex risks that must be 

managed to maintain the integrity and credibility of Islamic finance. Unaddressed, these risks may 

erode public trust and compromise the ethical foundation of the financial system. Key challenges 

include: 

a) Data Security: Increased digital transactions heighten exposure to cyberattacks and 

data breaches. Effective mitigation requires robust encryption, multifactor 

authentication, and AI-driven fraud detection, coupled with enhanced user awareness 

(Khasanah & Aziza, 2025). 

b) Human Resources: The shortage of professionals proficient in both digital technology 

and Islamic finance hinders innovation. Continuous capacity-building and 

professional certification are necessary to maintain Sharia integrity (Amalia & Fitri, 

2025). 

c) Regulatory Lag: Legal frameworks often struggle to keep pace with technological 

advances in blockchain, big data, and AI, creating uncertainty. Collaboration among 

regulators, practitioners, and scholars is essential to harmonize innovation and 

compliance (Khasanah & Aziza, 2025). 

d) Low Financial Literacy: Limited public understanding of Islamic finance discourages 

participation. Broader educational programs and digital literacy campaigns are critical 

to increasing awareness (Khairunnisa et al., 2024). 

e) Cybersecurity Threats: Rising cybercrime such as phishing, hacking, and data 

manipulation poses significant challenges. Although OJK Regulation No. 

12/POJK.03/2018 mandates risk management standards, consistent enforcement 

remains vital (Hidayah et al., 2024). 

The long-term sustainability of digitalization in Islamic finance thus depends on a 

synergistic alignment between regulation, human capital, financial literacy, and technological 

reliability. Ethical grounding must remain central to ensure that innovation supports the 

objectives of maqasid al-shariah justice, welfare, and sustainability. 

 

Table 1. Opportunities and Challenges of Islamic Capital Market Digitalization 

 

Aspect Opportunities Challenges 

Technology 

Improves transparency and 

operational efficiency through 

blockchain, AI, and mobile systems. 

Cybersecurity threats and 

vulnerability of digital 

infrastructure. 

Regulation 

OJK’s digital innovation framework 

promotes fintech development in 

Islamic banking. 

Regulatory lag in responding 

to emerging technologies. 

Human 

Resources 

Encourages dual-competency 

professionals skilled in Sharia and 

digital systems. 

Limited expertise and 

insufficient continuous 

training. 
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Financial 

Inclusion 

Expands access to halal investments 

for wider communities. 

Low digital and Islamic 

financial literacy levels. 

Sharia 

Compliance 

Digital tools support automated 

Sharia auditing and transparency. 

Risk of inconsistent fatwa 

interpretation and non-

compliant contracts. 

 

The table above summarizes how digitalization creates opportunities for improving 

efficiency and inclusivity, while also posing structural and ethical challenges that require balanced 

management within the framework of Islamic principles. 

 

DISCUSSION 

The findings highlight that digital transformation in Islamic financial institutions 

contributes significantly to strengthening Indonesia’s Sharia capital market. The integration of 

technological innovations, such as Fintech, blockchain, and AI, has improved efficiency and 

inclusivity while maintaining ethical compliance. However, the persistence of challenges 

particularly in regulatory adaptation, cybersecurity, and human capital indicates that the 

transformation process remains uneven. 

This research reaffirms previous studies (Fitria, 2024; Qothrunnada et al., 2023) 

emphasizing that technological innovation alone is insufficient without robust institutional 

governance and regulatory support. Furthermore, customer perceptions toward Islamic digital 

services underscore the importance of balancing technological convenience with Sharia 

assurance, as ethical credibility remains the defining element of Islamic finance (Rahman et al., 

2023). 

Overall, the results demonstrate that digitalization is both an economic and moral 

endeavor. The success of Indonesia’s digital Islamic capital market will depend on sustained 

collaboration among regulators, industry practitioners, and scholars to ensure that technological 

advancement not only modernizes financial services but also preserves the ethical integrity 

envisioned by maqasid al-shariah. 

 

CONCLUSION 

This study concludes that digitalization has become a pivotal driver in strengthening the Islamic 
capital market in Indonesia by improving efficiency, transparency, and accessibility within Sharia-
compliant financial services. The adoption of innovations such as mobile banking, digital sukuk, 
Islamic mutual funds, and Cash Waqf Linked Sukuk (CWLS) has expanded financial inclusivity 
and enhanced the competitiveness of Islamic financial institutions. Furthermore, the integration 
of emerging technologies, including blockchain, artificial intelligence, and Fintech applications, has 
facilitated operational optimization while maintaining adherence to the principles of maqasid al-
shariah, thereby aligning technological advancement with ethical and social objectives. 
Nevertheless, several constraints remain, particularly concerning human resource competency, 
cybersecurity preparedness, financial literacy, and regulatory adaptability. These limitations hinder 
the full realization of digital transformation’s potential in Islamic finance and highlight the 
importance of ensuring that digital innovation is guided by ethical governance and institutional 
integrity. 
To address these challenges and sustain the positive momentum of digitalization, several strategic 
recommendations are proposed. Policymakers and regulators, particularly the Financial Services 
Authority (OJK), should develop adaptive and integrative regulatory frameworks that 
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accommodate rapid technological innovation such as blockchain-based instruments, AI-driven 
systems, and digital sukuk. Islamic financial institutions are encouraged to strengthen capacity 
building by investing in continuous training programs that combine digital literacy with Sharia-
based knowledge to cultivate professionals capable of managing digital transitions effectively and 
ethically. Public awareness initiatives should also be expanded through structured literacy 
campaigns, online education modules, and interactive financial learning platforms to enhance 
understanding of Sharia-compliant investment mechanisms and build public trust. Future research 
is recommended to complement this literature-based study through empirical or mixed-method 
approaches that assess the direct impact of digitalization on financial performance, investor 
behavior, and Sharia compliance. By implementing these strategies collaboratively, the digital 
transformation of Islamic finance can evolve sustainably while upholding the ethical objectives of 
maqasid al-shariah justice, welfare, and sustainability thereby contributing to a more inclusive and 
resilient Islamic financial ecosystem in Indonesia. 
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