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  Abstract 

Home ownerships are a necessity to all Malaysians. A natural sequence in life, after 

completing their studies and getting their „dream jobs‟. Often times, following their 

nuptials, so that they could focus on raising a family in a proper environment, in their 

own homes. There are many housing developers offering various types of residential 

properties to cater to the demands from consumers with diverse economic back-

grounds. In order to finance their purchases, these consumers would turn to the banks 

to choose the suitable house financing products. Competitions among financial institu-

tions seeking to win „good‟ customers provide an opportunity for the consumers to 

survey for the best deals in house financing. These competitions pose a challenge to the 

banks to maintain their profit levels. The introduction of Shariah-compliant Islamic 

house financing products and services is embraced by many Muslim customers as ob-

ligatory and as a duty. Now, many Muslim and non-Muslim consumers are beginning 

to understand and trust Islamic banks and Islamic house financing products and servic-

es. Islamic banks perform the same essential functions as the conventional banks, ex-

cept that Islamic banks are being guided by Shariah principles in their activities as well 

as products and services. Past studies found that the reasons for selecting Islamic house 

financing products from Islamic banks are not solely based on religion, but a combina-

tion of religious, demographic, age, gender, attitudes, perception, awareness, under-

standing and other factors such as promotion and service. This paper had focused on 

the customers‟ level of education, and the extent of the impact their education have on 

their acceptance of Islamic house financing. The finding shall enable banks to better 

understand and recognize this one aspect of the criteria in choosing Islamic house fi-

nancing, and how these categories of customers should be pursued. This study revealed 

that the level of education of the customers was a significant factor influencing their 

decisions to select Islamic banking products and services. Consumers with high level 

of education tend to have greater knowledge of Islamic banking and the mechanism of 

Islamic banking products. At the same time, they also tend to be technologically adept 

and information savvy, and have the competency to grasp the working mechanism of 

Islamic house financing, and also have the level of knowledge, understanding and 

awareness to differentiate between Islamic banking products and conventional banking 

products. 
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1. Introduction  

House financing is one of the products offered by both Islamic and conventional banks in 
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Malaysia. With more and more young Malaysians venturing into the employment market, 

the numbers of the population in this segment seeking to acquire their „dream homes‟ are 

on the increase. Housing developers are only too happy to build and sell, or sell and build, 

both landed and strata residential properties, to cater to the growing demands from con-

sumers with diverse economic backgrounds. Most purchasers would require housing 

loans to fund their acquisitions. 

The high demands for house financing augur well for the financial institutions. Consum-

ers have a wide selection of housing loans ranging from conventional loans to Islamic fi-

nancing products. They only need to select the suitable house financing products with the 

right banks. House financing is a long-term commitment, ranging anywhere from 5 years 

to 30 years. The amount of financing is depending on the price of the property; the 

amount applied for, and the credit standing of the customer. It is normal to find a major 

portion of a family‟s disposable income goes towards the payment of house financing in-

stalments. However, before the consumers submit to long-term loans commitments, they 

need to ascertain their disposable incomes and scrutinise their expenses, to ensure their 

capacities to service the monthly repayments. But, this ever growing pool of consumers 

hungry for house financing products are not equal. These consumers range from low 

wage to high income earners; from little or no education to highly educated individuals. 

As such, financial institutions would need to be judicious and perceptive in competing for 

the „cream‟ in this pool of consumers, to ensure that they are not saddled with problemat-

ic loans and non-performing loans portfolios, which would absolutely affect their profita-

bility. 

Competitions among financial institutions present a big challenge to the profitability of 

retail banking institutions of all sizes (Mokhlis et al., 2009). The introduction of Sha-

riah-compliant Islamic house financing products by financial institutions in Malaysia is a 

welcoming step and much-awaited by consumers, especially in the Muslim communities. 

For Muslims, choosing Shariah-compliant house financing products are obligatory; whe-

reas for non-Muslims, Islamic house financing products give them additional options to 

compare and to consider the suitable financing products that fit into their financial re-

quirements, capacities and expectations. 

Islamic banking is a rapidly growing banking system. The growth of Islamic banking in 

Malaysia can be attributed to the rise in religious consciousness among the Muslims. To-

day, Malaysia has become one of the strongest proponents of Islamic banking. With the 

aim to transform Malaysia into a leading Islamic banking centre (The Star, 2002), Islamic 

banks have stepped up marketing campaigns to attract non-Muslim market segments. 

The Islamic banking and finance of today has emerged as an important component of the 

overall Malaysian financial system that contributed to the growth and development of the 

Malaysian economy. It is the aspiration of the Malaysian government to have strong Is-

lamic banking presence. Since 2000, the domestic Islamic banking industry has been 

growing at an average rate of 18% per annum, in terms of assets (Aziz, 2006). In this re-

gards, the ability of Islamic banking industry to capture a significant market share in a ra-

pidly evolving and challenging financial environment particularly in a dual-banking sys-

tem like Malaysia, depended on strategic positioning by Islamic banking players to 

maintain their competitive edge and offer services and products that satisfy the need of 
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their customers. 

Islamic banks perform the same essential functions as banks in the conventional system 

except the need for them to carry out their transactions in accordance with the rules and 

principles of Islam (Henry and Wilson, 2004; Iqbal and Mirakhor, 2007). 

Owing to the highly competitive environment, Islamic banks need to study customers‟ 

perceptions to help them market their products more effectively (Haron, Ahmad and Pla-

nisek, 1994; Dusuki and Abdullah, 2007).  Understanding customers‟ banks selection 

criteria will help banks to identify the appropriate marketing strategies to attract new 

customers and to retain existing ones (Kaynak, E; Kucukemiroglu, 1991). Growing com-

petitiveness in the banking industry (Grady, B, Spencer, H, 1990) and similarity of ser-

vices offered by banks (Holstius, K; Kaynak, E, 1995) made it increasingly important that 

banks identify the factors that determine the basis of the choices made by the consumers. 

Despite the fact that Islamic banking concepts had been in practised from the beginning 

of Islam, the „modern‟ Islamic banking system was introduced only towards the end of 

the twentieth century. The emergence of Islamic banking system in the Muslim world is 

the most inspirational financial and economic phenomena of this century (Daud et al., 

2011). Islamic banks have to continue to be innovative and creative in order to introduce 

as many instruments and services as possible, to remain competitive as well as profitable 

in the banking industry. 

In Malaysia, customers‟ positive perception towards Islamic banking is far more crucial 

mainly due to the fact that Islamic banks have to compete with the long established con-

ventional banks in a dual-banking system. Since 1983, Malaysia operated a dual-banking 

system, whereby the Islamic banking system operates in parallel with the conventional 

system. Islamic banking system is currently represented by 43 banking institutions, com-

prising 16 Islamic banks and 27 conventional banking institutions offering Islamic bank-

ing products and services under the Islamic Banking Scheme (IBS), also known as „Is-

lamic windows‟ (Bank Negara, 2013). 

Following its entry into the established financial and banking sector, Islamic banks are 

facing stiff competitions from not only other Islamic banks, but also from conventional 

banks and international banks. Many „non-Islamic‟ banks, with conventional loans and 

financing products, have undertaken steps to modify part of their activities to be in com-

pliance with Islamic Shariah principles by creating „Islamic windows‟ within their con-

ventional banking system (Salahuddin Ahmad, 2006). Consequently, Islamic banks will 

have to be more focused in their products and services to cater to their customers, exist-

ing and new ones. An essential component within the list of products and services is Is-

lamic house financing, which plays a very important role to attract and appeal to custom-

ers. 

Non-Muslims have demonstrated considerable interests in Islamic banking products such 

as housing loans and insurance (takaful), and now constitute half of the customers of Is-

lamic banks in Malaysia. Globally, Shariah bonds are among the fastest growing Islamic 

finance instruments, with recent issuers coming from non-traditional Muslim markets 

such as Japan. There are more than 300 Islamic financial institutions worldwide and this 
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sector is valued at about USD1 trillion, although it is just a fraction of the total value of 

the global conventional banking industry (Business Times, 2004). 

In recent years, non-Muslims have become major users of Islamic banking products and 

services in Malaysia, as reported by (Husin, 2008). Hong Leong Islamic Bank Ber-

had(HLIB), Oversea-Chinese Banking Corporation (OCBC) and Bank Rakyat (a Cooper-

ative Bank) had reported a 70 per cent uptake of Islamic financial products by Chinese 

customers. This indicated an upsurge in acceptance of Islamic banking among the Chi-

nese community in Malaysia. 

Past studies found that majority of Muslim customers subscribed to Islamic banking 

products as a result of their religious consciousness and awareness, as well as realization 

on the need to avoid all interest-based banking activities offered by conventional banks. 

These studies further discovered that non-Muslim customers chose Islamic banking 

products primarily on the basis of the quality of service and the reputation of these banks. 

Also, past literatures suggested the reasons for selecting financing products from Islamic 

banks are not solely based on religion, but a combination of religious, demographic, age, 

gender, attitudes, perception, awareness, understanding and other factors such as promo-

tion and service. 

This paper shall discuss the impact of different level of education towards acceptance of 

Islamic house financing. This study focuses on the customers‟ level of education, and the 

extent of the impact their education have on their acceptance of Islamic house financing. 

This study attempts to ascertain how customers from different educational background 

regard Islamic house financing, and the impact of their acceptance of Islamic house fi-

nancing. 

The finding from this study shall enable banks to better understand and recognize the 

factors of the salient criteria, especially their educational background, which were used 

by customers in choosing Islamic house financing. Furthermore, the findings could indi-

cate how these categories of customers should be targeted and pursued. Banks will be 

able to capitalize on the information to develop the necessary human capital with appro-

priate and sufficient knowledge and skills, and to distinguish themselves with engineered 

market segmentations and targeted marketing strategies 

2. Methodology 

This study had focused on bank selection criteria among customers of Hong Leong Bank 

Berhad (HLBB) and Hong Leong Islamic Bank Berhad (HLIB). Both banks were se-

lected because they are owned and managed by non-Muslims, and they are part of Hong 

Leong Financial Group Berhad (HLFG), the second largest Chinese-owned banking 

group and the fourth largest banking group in Malaysia 

(www.hongleong.com.my/www.hlib.com.my). 

HLBB was one of the first commercial banks to offer Islamic banking products and ser-

vices under „Islamic windows‟ within its conventional banking operations. The bank rec-

orded RM96.8 million in net profits for the financial year ending, June 30, 2003. Islamic 

banking loans accounted for 13% of the bank‟s total loans portfolio, the highest ratio 

among the seven conventional banks which offered Islamic banking services. The bank‟s 
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Islamic banking total assets amounted to RM3.36 billion, comprising 8% of the bank‟s 

total assets (Salahuddin Ahmed, 2006). 

A total of 500 questionnaires were distributed at HLBB and HLIB branches in Perlis 

(Kangar), Kedah (Alor Star, Jitra and Kulim), Penang (Seberang Jaya and George 

Town-Light Street) and Kuala Lumpur (Bangsar). However, only 402 questionnaires 

were completed and returned. The respondents (Muslims: 249 nos.; non-Muslims: 153 

nos.) were selected at random among customers who are maintaining Islamic house fi-

nancing accounts with HLBB and HLIB. 

The objective of this study was to discuss on the perspectives of the respondents towards 

Islamic house financing. The survey forms with a total of 43 items have been collected 

and analysed. There were grouped in five independent variables such as perception, 

awareness, understanding, promotion and service towards Islamic house financing prod-

ucts. The purpose is to examine the respondents‟ attitudes factors (perception, awareness 

and understanding) and other factors such as promotions and services towards Islamic 

house financing. From the finding, we should be able to determine if the customers‟ level 

of education could impact on their acceptance of Islamic house financing. 

3. Finding and Discussion 

i. In term of academic qualification, the finding learned that most of the respondents 

had obtained tertiary education. Bachelor‟s degree has the highest frequency with 

207 (51.5%) respondents, followed by diploma with 103 (25.6%) respondents, mas-

ter‟s degree with 16 (4.0%) respondents, and PhD with 1 (0.2%) respondent. The 

remaining 75 (18.7%) respondents acquired education at SPM level or lower. About 

three quarter of the respondents surveyed were with tertiary qualification, which in-

dicated that customers of Islamic banks and Islamic house financing products have a 

high level of formal education. This finding was in agreement with the finding by 

Khan et al. (2008) which mentioned that their respondents have been found to pos-

sess a high level of education (29% having a bachelor‟s degree and 44% with either 

a master‟s degree or a PhD). Only a small fraction of respondents have education at 

or below high school level. 

ii. This study found that qualification of respondents were an important factor to im-

pact and influence respondents in their acceptance of Islamic house financing. Ma-

jority of respondents (81%) in this study had attained the tertiary level. This study 

concurred with Dar and Presley (1999) which concluded that the level of education 

was a significant factor affecting the demand for Islamic financial services. 

iii. Based on the finding, it is discovered that respondents with tertiary qualification had 

demonstrated a high degree of products knowledge. They comprised in excess of 

80% of respondents with products knowledge. Incidentally, they were also with the 

necessary information to guide them in their decision and acceptance of Islamic 

house financing products. These past studies concurred. Understandably, those with 

high education tend to have greater knowledge of Islamic banking (Mettawa and 

Almossawi, 1998; Abdul Aziz et al., 2012). Customers were more likely to choose 

Islamic banking because they have enough information about Islamic products (Su-

din et al., 1994). 

iv. The finding of this study revealed that there were differences in terms of education 
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factor towards Islamic house financing. This study discovered that the different level 

of education had impacted on the customers attitudes, resulting with their acceptance 

of Islamic house financing. Khan et al. (2008) found that income and level of educa-

tion played an important role in influencing the use of Islamic banking products. 

Also, they found that most of Islamic banks‟ customers were executives and profes-

sionals both in the private and public sector. 

v. Notwithstanding that respondent in the study were satisfied with Islamic banks and 

Islamic house financing products, they were also clear that public opinion on Islamic 

house financing product is still minimal (low). Islamic banks need to intensify their 

efforts to promote and market their products more widely to the population as a 

whole. Only through these educational efforts that Islamic banks will be able to 

educate and convince more consumers to utilize Islamic financing products. Khan et 

al. (2008) studied the banking behaviour of customers who patronized Islamic 

banking services in Bangladesh. They discovered that customers were generally 

young (25-35 years old) and highly educated. Even though the key criteria for selec-

tions were religious beliefs and willingness to adhere to Shariah banking principles, 

the study found that income and education play a significant role in customers‟ uti-

lization of various Islamic bank products. The study found that while customers 

were aware of Islamic deposit mobilization instruments, their knowledges and un-

derstanding of individual financing facilities in Islamic banking were limited. 

vi. The qualification background of the respondents was analysed to examine the level 

of ability in their perception, awareness and understanding towards Islamic banking 

products, especially Islamic house financing. Study on qualification was also to 

identify the group respondents with the highest level of knowledge, perception and 

awareness towards Islamic house financing. The finding revealed their consumption 

patterns of Islamic banking products, especially Islamic house financing. The find-

ing indicated that majority of the respondents have the competency to grasp the 

working mechanism of Islamic house financing, and also have the level of know-

ledge, understanding and awareness to differentiate between Islamic banking prod-

ucts and conventional banking products. Al-Ajmi et al. (2009) found that users of 

Islamic banking in Bahrain who had knowledge of Syariah-based products preferred 

to use Islamic banking. They had good education and high income and had switched 

from conventional bank to Islamic banking. 

vii. This finding was also supported by the finding by Hassan (2010) which revealed 

that studies on Islamic banking products were being conducted in Pakistan. The 

finding supported the earlier findings by Khan et al. (2008) and Mettawa and Al-

mossawi (1998) who found that Islamic banking was popular among the highly 

educated. 

4. Conclusion 

i. The finding revealed that the level of education of the customers was a significant 

factor that influenced their decisions to select Islamic banking products and services. 

ii. Consumers with high level of education tended to have greater knowledge of Islamic 

banking and the mechanism of Islamic banking products. At the same time, they also 

tended to be technologically adept and information savvy. 

iii. Decisions to choose Islamic banks and Islamic house financing were guided by prod-
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ucts knowledge. This, in turn, was supported by the availability of sufficient informa-

tion about Islamic banking and Islamic banking products. 

iv. The finding discovered that majority of respondents had the competency to grasp the 

working mechanism of Islamic house financing, and also had the level of knowledge, 

understanding and awareness to differentiate between Islamic banking products and 

conventional banking products. 

v. The study revealed that education was one of the main dynamics and considerations 

that influenced consumers towards their acceptance of Islamic house financing. As a 

result, these consumers were able to make educated decisions, and would be the driv-

ing force leading to better acceptance of Islamic banking and Islamic house financing. 

vi. Education should not be limited to classroom training processes, but rather on aspects 

and elements that could impact on effective imparting of information and knowledge, 

which consequently, would raise interests in Islamic banking products, especially Is-

lamic house financing, among consumers. 

vii. Apart from that, efforts are required to continuously educate the public on Shariah 

principles, in respect of Islamic banks as well as Islamic banking products and servic-

es. Sufficient information and knowledge would be able to debug the perception that 

Islamic house financings are similar to conventional housing loans. Consequently, 

education and knowledge should be able to change public perception on Islamic house 

financing in more positive manner. 
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