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PREFACE 
As financial dealings, investments and planning become more digitised, cloud-based, and 
impersonal, people will need to acquire new financial competency and decision-making skills
to navigate through the myriad of new and innovative changes. Getting acquainted with, and
understanding the functionality of such changes, involves reappraising financial literacy and 
becoming more financially proficient, savvy, and streetwise. Many countries now 
acknowledge these challenges and by taking proactive interest to address the issue through 
online education and targeted awareness programs. For many Australians, especially 
recent migrants, and those from culturally diverse communities, learning and 
understanding the intricacies of the Australian marketplace and then to navigate through 
the system to access finance is a challenge and daunting task. For some, this remains 
a persistent problem apart from also getting acquainted with legal requirements and 
financial obligations that follow. Then there are those who, by dint of being born in 
Australia and exposed to finance, are still not fully conversant with many aspects of 
financial practices and the rapid changes unfolding in this sphere. Research indicates the 
problems are varied and very prevalent in the area of decision-making associated with 
investments, retirement planning and managing debt. Most often such challenges involve 
issues of financial competencies, or more precisely, possessing the right management 
skills, financial capacity, and the ability to make sound decisions and coping with financial 
demands. 

What then is the level of financial literacy and competencies among adult Australians? 
This question has been, and continues to be, extensively researched through ongoing 
studies covering a range of financial literacy issues. They are broad-based and provide 
evidence of people’s level of financial knowledge and competencies. Not much 
however, is known concerning these issues among Australian Muslims who, given 
Islamic finance choice alternatives, must navigate between conventional and Islamic 
finance for ‘best-fit’ financial solutions. This research sheds light on this problem. It does 
so through a comprehensive survey that reports the responses of adult Muslims on a 
range of financial literacy and competency topics. Key findings are set out at the 
commencement of each section.
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Professor Akhtar Kalam 

According to a recent S&P Global Ratings, the $2.2 trillion global Islamic finance industry is
expected to grow between 10%-12% over 2021-2022 due to increased Islamic bond issuance and
modest economic recovery in Islamic finance markets. Growth continued during 2020 despite the
COVID-19 pandemic,albeit at a slower pace than in 2019 expanding by 10.6% in 2020 against
growth of 17.3% the previous year.

Islamic finance, which bans interest payments and pure monetary speculation, has been on the
rise across markets in Africa, the Middle East, and Southeast Asia, yet remains a fragmented
industry with uneven implementation of its rules. Partly, this is attributed to lack of progress on
a unified global legal and regulatory framework which, if in place, could further propel the industry
through a cohesive standardisation and harmonisation regime that has eluded the nascent Islamic
finance industry since its inception.

Despite these challenges, Islamic finance remains a global phenomenon driven by its ethical and
equity-based appeal. It’s social impact and resilience to external shocks was tested during the 
GFC crisis. There were no mass loan defaults nor widespread home repossessions (as was the 
case in the US) since Islamic financial institutions were shielded from speculative bets against 
their equity structures and their SUKUK exposures. While these positions remain commendable, 
it is to people like you and me, who supported that position and insulated the industry 
through our engagement and faith in these institutions. It would be encouraging to see the 
industry gain new vigour and momentum aided by (but also disrupted through) 
transformative, rapid digital changes, cashless environments and moves to alternative 
currencies. The catch here of course, is how familiar people are with such developments, how 
they embrace it, and indeed their level of understanding of Islamic finance as a 
demonstrated and viable alternative. One solution is promoting and encouraging broad 
spectrum financial literacy programs and initiatives – an area where we simply did not have any 
empirical evidence to show where we are in this pursuit, until this report. 

Dr Nathie’s research provides us with a comprehensive answer. His report concerning Australian
Muslims and their financial literacy comes at a convenient time in our present economic 
circumstance and the challenges they pose. The research finds that dealing with money matters 
can be daunting and stressful for many. More concerning is the high proportion of people who 
have a poor to very poor understanding of Islamic finance and their shallow grasp and familiarity 
with the proscriptive practices of RIBA, GHARAR and MAYSIR. Until we address these levels of 
illiteracy, Islamic finance will face formidable challenges going forward. We need to pour over the
empirical evidence presented in this report and the opportunity it presents us within identifying
the inflection points in the Islamic financial literacy curve and ways to transition to a more and
better-informed public.

I welcome this report and the positive contribution of MCCA in engaging in sound academic
research withDr Nathie and Professor Abdalla and their team at CITE. I do hope that other
researchers may see this research as a convenient starting point to extend further inquiry in this 
fascinating field of Islamic finance.

Prof Kalam is professor of Electrical Engineering, Victoria University,
Melbourne. Apart from his academic engagement, he has been involved in
various community activities from his student days. As Treasurer of Coburg
Islamic School, he contributed to the establishment of this well-established 
school in Melbourne as well as initiating other Islamic community schools in
Melbourne and Sydney. Has was a founder member of United Muslim
Migrants Association and its Vice-President and assisted in establishing the
UMMA Centre in Melbourne. He is a founding member of Muslim Community
Co-operative (Australia) (MCCA) Limited and currently Chairs MCCA’s Board 
of Directors. He regularly writes in community newspapers and journals and
takes a keen interest in working with Muslim youth.

FOREWORD 
Professor Mohamad Abdalla 

Research examining the level of financial literacy and competencies among adult Australian Muslims 
has not been dealt with until this Report. We know that financial illiteracy is very prevalent in many 
Islamic countries, but not much is known concerning these levels among Australian Muslims who must 
tread a fine line between conventional and Islamic finance for financial alternatives. In this timely and 
significant research, Dr Nathie addresses this absence. He does so through a comprehensive survey 
that reports the competencies of adult Muslims on a range of financial literacy topics. The findings are 
interesting and revealing and holds out prospects for further research. 

This research is one of the most comprehensive undertaken in Australia. I cannot think of anyone more 
qualified than Dr Nathie to do so. With extensive academic and professional experience in conventional 
and Islamic finance, Dr Nathie shows for the first time (part from many other findings in this research) 
that:   

• 22.4% have a poor to very poor understanding of Islamic finance
• While faith and ethics are motivations for attracting people to Islamic finance there are high 

levels of unfamiliarity with Islamic financial practices
• Three quarters of respondents never, or only sometimes accessed financial information from 

the listed sources as a means of enhancing their financial knowledge and staying informed
• Only one-fifth make use of the internet always or most of the time to stay informed
• Family and friends remain the trusted sources of knowledge and information

Greater awareness of financial literacy can help individuals, professionals, and financial institutions alike 
to provide special purpose, tailored and Shari’ah compliant solutions. 

Professor Mohamad Abdalla is professor of Islamic Studies and Director 
of the Centre of Islamic Thought & Education (CITE) at the University of 
South Australia. He has worked for over 25 years and played a leading 
role in establishing Islamic Studies across few Australian universities. In 
2020, he was appointed a Member of the Order of Australia (AM), for his 
significant service to education in the field of Islamic studies. In 2006, he 
established the Griffith University Islamic Research Unit in Brisbane and 
in 2008, played a key role in the establishment of the National Centre of 
Excellence for Islamic Studies (NCEIS), a dynamic collaboration between 
the University of Melbourne, Griffith University, and the University of 
Western Sydney. Following these milestones, he was invited by the Vice 
Chancellor and President of the University of South Australia (UniSA) to establish the Centre for Islamic 
Thought and Education (CITE), where he continues to serve as its Founding Director.
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1 INTRODUCTION 
1.1 About this study 
In a rapidly developing world beset with financial uncertainty, attention is now focused on 
how people manage their financial affairs and make decisions. Both aspects relate to financial 
wellbeing, or put differently, feelings that instil financial security when dealing with financial 
needs and obligations. It’s all about how money is managed, curated saved, budgeted, 
meeting financial obligations, and making sure there is a nest egg to fall back onto in 
retirement. Increasingly, as financial dealings become more digitised, cloud-based, and 
impersonal, people will need to acquire new financial and decision-making skills to 
navigate through the changes. Getting acquainted with and understanding the 
functionality of these dimensions involves financial literacy. Academic research suggests 
that the higher people’s level of financial literacy skills, the better they are at making 
financial decisions.1 Further, being competent in applying these skills result in improved 
financial wellbeing.2 A global study ranks Australia 9th in the top ten most financially 
literate countries.3 Though this ranking is commendable, personal financial literacy and 
capabilities still pose challenges for many Australians, especially those from culturally 
diverse communities trying to understand and access finance, getting a grip on debt 
obligations4 and remaining resilient in the face of uncertainties and new realities.5    

While much is known about financial literacy among Australian adults in general, not much is 
known concerning this aspect among Australian Muslims. Many in this group prefer engaging 
in financial dealings they deem Shariah compliant.6 This follows the introduction of Islamic 
Finance as a choice alternative in the Australian consumer financial market.7 Contextualised 
to the state-of-play in the Australian financial market, and getting to grips with both Islamic 
and conventional finance raises questions. Why is Islamic financial literacy important? 
How acquainted are Australian Muslims with this concept that operates in parallel with 
conventional finance? What is the level of financial literacy and competencies of this group? 
How best can 

1 Bolognesi, Hasler, and Lusardi (2020) and studies conducted by the Global Financial Literacy Excellence Center 
(GFLEC) 

2 An issue thoroughly addressed by Muir et al. (2017) in their Report on Exploring Financial Wellbeing in the 
Australian Context 

3 S&P Global Financial Literacy Survey. See also Klapper, L., Lusardi, A., & van Oudheusden, P. (2015). Financial 
Literacy around the World. In S&P Global FinLit Survey. Washington, DC: Standard & Poor’s Ratings Services. 

4 Bourova, Ramsay, and Ali (2019)., ‘It’s easy to say “don’t sign anything”’: Debt problems among recent migrants 
from a non-English-speaking background. 

5 Russell, Kutin, and Marriner (2020)., Financial Capability Research in Australia. 
6 By this is meant finance and trade practices that comply with the laws and norms of Islam 
7 Rammal and Zurbruegg (2016)   
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Digital literacy presents an opportunity for stimulating financial education as a substitute 
for face-to-face workshops that has become imperative since Covid19. 
Interest in disseminating financial literacy has caught the attention of the Australian 
government through the Australian Securities & Investments Commission (ASIC)’s
MoneySmart program. At the same time, research in measuring financial literacy has gained 
traction through institutional research such as the ANZ Bank’s MoneyMinded, Westpac’s
Davidson Institute, CBA’s Start Smart , the NAB’s Centre for Social Impact and, many 
other institutions. These initiatives are designed to help people with their ability to cope with 
finances and the need to constantly stay abreast of developments. Two aspects that attract 
special attention are home financing and retirement planning. Yet despite these ongoing 
efforts, navigating the labyrinth of online financial products and services, keeping abreast of 
daily financial activities and, transactions using mobile and digital devices, require new financial 
skills and dexterities and the ability to understand potential consequences once transactions are 
concluded. Additionally, there are a myriad of decision-making considerations requiring higher 
and sophisticated levels of financial understanding with higher levels risks attached. These 
challenges confront people of all ages and of all financial standing and from different 
socioeconomic backgrounds in areas such as wealth creation12, inequality13 and planning for 
retirement. 

1.2.1 Financial literacy in Australia
A question often asked is: how financial literate and prepared are Australians dealing with 
financial challenges? This question has been, and continues to be, well researched and 
surveyed.14 Generally, the findings show encouraging and progressive levels of financial 
literacy and improvements, at the same time raising concerns with people’s inability to manage 
debt. In relation to migrants15 and other less-disadvantaged groups, low understanding of the 
Australian financial system and inability to access financing from institutions stand out as 
major problems16. More concerning, however, are findings that suggest poverty and low 
levels of financial literacy are associated with low financial well-being and not being able to 
save sufficiently – both leading to financial stress. These and other research findings point 
to serious neglect in financial education and the necessity to uplift financial literacy levels in the

12 Zinni (2013)
13 Lusardi, Michaud, and Mitchell (2017)
14 By the ANZ with Social Research Centre (2015) since 2003; the Australian Financial Literacy Foundation with 

DBM Consultants (2007) as well as research by Russell, Kutin, Stewart, and Welwood (2019) and Russell, Kutin,
Stewart, and Rankin (2017)

15 The Victorian Women’s Trust is very active in this area providing “…support migrant and refugee women who
face barriers in accessing financial information in their first language”. Let’s Talk Money Program 

16 Zuhair, Wickremasinghe, and Natoli (2015). See also Russell, R., Migrant Australians: a right to learn

How best can we examine their level of financial literacy skills and capabilities? This study 
addresses these questions given: 

• The exponential growth of Islamic finance in local and global financial markets
• Its relevance in Australia as a new and ethical financial alternative model
• The extent to which its principles, practices and norms are understood by users

The findings from this research aims to inform students and academics, finance practitioners 
and institutions and, regulators through an economic praxis of Islamic finance and its 
understanding.  

1.2 Why financial literacy and competencies? 
This provocative question is one that affects everyone’s dealing with money. As individuals, 
we buy goods, transact with businesses and each other, buy homes, invest in stocks, and 
enter into contracts. We now pay and settle transactions cashless, hold less cash instead in 
electronic wallets and deal in different currencies. We should therefore care about being 
financially literate as these transactions require making financial decisions of sorts and 
complexities. Why we should care about financial literacy concerns us as we need to navigate 
through an uncertain financial landscape confronted with fast changing market conditions, 
unemployment, disruptive pandemics, large household and corporate debt, income 
uncertainty, negative savings returns, and stock market volatility. Recent US 
research8 highlight these challenging consequences and the effects Covid19 has triggered 
resulting in acute ‘financial fragility’ among people, especially those on low income. Without 
adequate levels of financial literacy, the study argues, people caught under these 
circumstances may find it immediately and progressively difficult to make sound 
financial decisions and coping with future financial crises. Further, digital financial literacy, 
now identified9 as a must-know and convenient and cost-effective medium, is a consequent 
need to help people access financial information and to cope with financial problems.10 Its 
urgency extends to those living remotely with no easy access to financial advice, those who 
recognise their cognitive financial illiteracy and, still others who consider talking about their 
financial inability as a form of ‘social stigma’11. 

8 Lusardi, Hasler, and Yakoboski (2020) 
9 See Russell, Roslyn., Remote learning extends to financial education, ANZ Bluenoses, December 7, 2020  
https://bluenotes.anz.com/posts/2020/12/moneyminded-financial-literacy-online-education-remote-learning 

?adobe_mc=MCMID%3D48461796068049733771865418029397344806%7CMCORGID%3D67A216D751E567B
20A490D4C%2540AdobeOrg%7CTS%3D1608181095 

10 G20/OECD INFE (2018) 
11 Ibid, Roslyn Russell  
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program follow similar initiatives through its ‘financial foundations’ program aimed at getting 
children and young people financially educated. Globally, the OECD established the
International Network on Financial Education (OECD/INFE) that is engaged in supporting
governments and policy makers in designing and developing financial literacy strategies. 

1.2.3 What is the research in this area?
At the research level, a growing body of financial literacy programs are using large-
scale longitudinal and country-specific data to measure financial literacy levels and 
competencies. Among these are the periodic studies undertaken by the ANZ Bank’s research 
concerning adult literacy. Most studies follow standards and baseline formats designed by 
Adele Atkinson and Messy (2012) based at the OECD as well as formats developed by 
GFLEC26 and, surveys by the American National Bureau of Economic Research (NBER). 
Periodic research include longitudinal studies by the OECD (OECD/INFE, 2016); Annamarie 
Lusardi and her team at the GFLEC, the World bank and the IMF. Among studies in 
Australia are those undertaken by the Australian Securities and Investment Commission 
(ASIC), the Melbourne Law School,27 the independent Consumer Policy Research Centre, 
Treasury’s Financial Capability Strategy and, NGO’s such as The Smith Family and Mission 
Australia. These periodic studies provide rich longitudinal evidence on adult financial literacy 
as do academic publications. The common thread in these studies is identifying levels of 
financial illiteracy and its prevalence, especially in poorer and emerging countries and to 
some extent in some developed countries. Most studies conducted by the OECD/INFE 
(2020) using standardised survey methods tend to measure financial literacy levels in 
developed and developing countries. The most recent OECD research finds an average 
financial level of just under 12.7 (61%) measured on a scale of 21 among sampled 
economies28suggesting thereby that financial literacy is a challenge within developed 
countries as well. 

1.2.4 Islamic financial literacy and Australia
Not many Australian studies concerned with Islamic finance have focused attention on 
financial literacy. This is despite the rapid emergence of Islamic finance in some countries and its 
slow uptake in others. Globally, Islamic finance assets are estimated at US$2.5 trillion
(2018)29 largely driven by demand for shari’ah complaint financial products and digital

26 The Global Financial Literacy Excellence Center at George Washington University
27 Safeguarding the Financial Wellbeing of Australians by Improving Financial Literacy Project – an initiative of 

the Centre for Corporate Law at Melbourne Law School.
28 https://www.oecd.org/financial/education/oecd-infe-2020-international-survey-of-adult-financial-literacy.pdf
29 Data compiled by the Thomson Reuters and the Islamic Corporation for the Development of the Private Sector 

accessible athttps://icd-ps.org/en/about-icd-2
4

population. Credit card,17 household and personal debt levels are good examples. For instance, 
a HILDA18 survey posed five basic financial literacy competency questions concerned with 
numeracy, inflation, asset diversification, risk/return, and money illusion. The finding shows 
that only 50% of males returned a perfect score (answering all five correctly) with 
women scoring 35% and youth aged below 25 being the least financially literate with 
25% returning perfect scores.19  

1.2.2 How is financial literacy addressed elsewhere in the world? 
Academia, governments, financial institutions, and educational sectors are giving serious 
attention to problems of financial illiteracy much of which is through community programs, 
online workshops, and educational resources. Essentially, these programs focus on enhancing 
peoples’ level of financial understanding and competencies. At regulatory levels, this include 
identifying and combatting fraud, scams, pyramid schemes unsolicited financial advice and 
suspicious activities.20  
In the US, concern with financial illiteracy and its effects on financial wellbeing prompted 
twenty-two states to now require high school students to take a course in economics while 
twenty-one states require them to take courses in personal finance.21 More broadly elsewhere, 
the OECD identified financial education, financial consumer protection and financial inclusion 
as key elements for empowering individuals financially and for countries to act in concert so 
as to maintain stability in financial systems.22  
Closer to home, issues of financial capabilities and education, and other financial literacy 
related factors are among key elements identified with people’s financial wellbeing.23 In this 
vein, the Australian Treasury’s call for “all Australians to be in control of their financial lives”24 
places heavy emphasis on financial literacy. ASIC’s efforts feature prominently in its widely 
used MoneySmart program that include educational resources directed at schools, teachers, 
and adults. Two of ASIC’s key focus are education and research, both considered important 
drivers of Treasury’s Financial Capability initiative. The UK’s ‘Money and Pensions Service’25 

17 See ASIC’s review of Credit card debt: https://asic.gov.au/about-asic/news-centre/find-a-media-release/2018-
releases/18-201mr-asic-s-review-of-credit-cards-reveals-more-than-one-in-six-consumers-struggling-with-
credit-card-debt/ 

18 Household, Income and Labour Dynamics in Australia – a research initiative of the University of Melbourne 
19 Wilkins and Lass (2018) 
20 See for instance the work of the Commonwealth Fraud Prevention Centre in this regard  

https://www.counterfraud.gov.au/ 
21 Survey of the States-Council for Economic Education (2020) 
22 (OECD/INFE, 2016); OECD/INFE (2019) 
23 Russell et al. (2020) 
24 National Financial Capability Strategy 2018, Australians in Control of their Financial Lives 

https://financialcapability.gov.au/strategy/#introduction 
25 The UK Strategy for Financial Wellbeing 2020-2030, https://financialcapability.gov.au/files/uk-strategy-for-

financial-wellbeing-2020-to-2030.pdf 
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services or, depending on communal networks, simply rely on friends and community groups 
for support. Lack of sound financially literacy therefore exacerbates inability to access the 
Australian financial system. The few Islamic financial institutions that do fill this need provide 
only limited financing and advisory services though they do serve as initial entry points for 
these groups. Crucially however, the limited capital structures of such Islamic institutions are 
insufficient to satisfy overall consumer and business demands so that this slack is filled by 
mainly larger non-Islamic institutions able to make credit available through either pure, 
blended, or synthetic Islamic finance alternatives. Even with such alternatives, lack of 
understanding financial products and their use may be attributed to illiteracy.  

These challenges present significant impediments notwithstanding a host of other legal and 
regulatory problems to contend with.35 A MoneyMinded Report36  points to how effective 
targeted education in this space may go in ameliorating financial behaviour and illiteracy. For 
similar reasons contextualised to Indonesia (the most populous Muslim country), Islamic 
finance illiteracy37 is perceived by Bank Negara as an important contributor to the slow uptake 
of Islamic banking in that country. Measures to combat financial illiteracy and to upskill literacy 
may also involve addressing the ‘importance of context’ in financial education as suggested 
by Russell et al. (2020, p. 33).  

Given interest in Islamic financial services, there remain important issues concerning people’s 
level of understanding and familiarity with its novel financial and banking concept and its 
operationality within the larger Australian financial market. First, there is no empirical evidence 
that informs us how literate people are with Islamic finance, its products and services and its 
operations. Second, if well understood, then intuitively, the higher this level of understanding, 
the greater the expected interest and engagement with Islamic finance – again we have no 
evidence to rely on here. Published research indicate low levels of knowledge and 
understanding.38 Further, engagement with Islamic finance is observed as challenging even 
in majority Muslim countries as evidenced in a Malaysian study.39Third, if evidence indicate 
low levels of understanding, that position may require interventionist actions such as 
financial education at school level and targeted financial literacy programs of the type 

35 Farrar (2011) 
36 Russell et al. (2019) 
37 The Shari’ah financial literacy index was 8.93% (2019) from its previous low of 8.1% (2016). As to how the 

Index is calculated, see https://salaamgateway.com/story/qa-what-is-the-sharia-financial-literacy-index-and-
what-other-tools-does-indonesia-use-to-inform-its. See also comments by the Indonesian Finance Minister a 
https://www.thejakartapost.com/news/2018/07/04/slow-growth-in-islamic-finance-disappointing-finance-
ministry.htmlt.  

38 See for instance Abdul Rahim, Rashid, and Hamed (2016); Abdullah, Sabar, and Abu (2017) and Abdullah and 
Anderson (2015) 

39 Financial Education Network Malaysia (2019) 
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accessibility.30 The same study finds a growing mobile banking market among young people, 
whose technological competencies have led to digital-only (disruptive banking) Islamic banks 
in Saudi Arabia, other GCC countries, and countries with sizeable Muslim communities. A 
further study estimates the Islamic financial services industry at US$2.19 trillion.31 
Comparative and equivalent data for the Australian market is unfortunately not available.  
The single exception is data from MCCA Ltd (the largest player in the Australian market) from 
its published annual reports. The MCCA data disclose funds under management of AUD $65.6 
million32 growing at a five-year compounded annual rate of 9.86%33 as well as over AUD $1 
billion in Islamic home financing. Financial services data from other players in the market is 
either non-existent, not easily accessible, or difficult to quantify through lack of financial 
disclosure, all of which makes for difficult understanding and estimating the true size of the 
Australian Islamic finance industry. New entrants to the market as well as anecdotal evidence 
from the websites of these entities suggest an upward trajectory in financial services rendered. 
With no dedicated Islamic bank, an application for a Restricted Banking Licence (R-ADI) by 
the IBA Group to trade exclusively in Islamic banking financial products lends support to the 
potential (albeit unquantified) size of the market. Though formal licencing is yet to be 
approved for IBA, the institution is slated to commence operation as an online neobank 
sometime in 2021.34 These market developments call for an evidence-based appraisal of how 
well Islamic finance principles, ethics and product and services is understood and by 
consumers – an issue that is addressed head-on in this research.   

Operationally, Australian Islamic finance entities (like similar overseas counterparts) provide 
personal, business and investment finance, housing finance, trade credit, superannuation 
services and investment finance, either directly or via intermediaries. Entities active in this 
market are generally financial intermediaries and mortgage brokers, all of whom are precluded 
from engaging in banking related activities such as deposit taking.  In this market, reasonable 
access to credit depends on people’s personal or collective entrepreneurship, credit standing, 
employment status, asset ownership and security. For many Australian Muslims this remains 
out of reach, especially among newly arrived migrants, and those from ethnic backgrounds. 
For these groups, financial dexterity, aptitude, and financial understanding is crucial as many 
of these skills are either non-existent or lack sufficiently developed experience. Moreover, 
many Muslims engaged in small businesses and trades access finance from either non-banking 

30 Mohamed and al-Taitoon (2019) 
31 Islamic Financial Servcies Board (2019) 
32 As of 30 June 2019 
33 For the five-year period 2015 to 2019. Accessible at 

https://cdn2.hubspot.net/hubfs/431648/MCCA%20Income%20Fund%20Summary%20Report%202019.pdf 
34 See details http://www.ibagroup.com.au/ 
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typically structured for, and used in conventional finance literacy programs as a recent 
study40concludes  ‘financial literacy is positively linked to financial outcomes’ in ensuring 
meaningful outcomes for people’. Finally, to the extent Islamic financial literacy has not 
been adequately researched, this study seeks to fill that gap. Details on how this research 
was conducted follows below. 

40 Bolognesi et al. (2020, p. 2) 
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2  ISLAMIC FINANCE and its PRESENCE in AUSTRALIA 
2.1 What’s meant by Islamic finance 

It refers to trade practices and financial transactions that adhere to faith-based rules and 
principles derived from Islamic jurisprudence. The rules are derived from the science of Islamic 
law called usul al-fiqh that itself is derived from the primary legal sources namely the Qur’an 
and Hadith and further refined through juristic reasoning and analogical deduction.  
Operability is established through ethical rules, contracts and obligations and further amplified 
by legal maxims that extent their reach and application. One such maxim declares: ‘hardship 
begets facility’ by which is meant for instance, a creditor may rescind a contract of sale to 
mitigate credit risk occasioned by default payment or, as an alternative, to defer the debtors’ 
payment obligations. This maxim, however, does not absolve the debtor of his/her obligation 
under the contract of sale. Islamic law is resplendent with such maxims whose legal import 
provide flexibility in trade and financial practices.   

Within Islamic finance are also well-known proscriptions such as charging interest on money, 
prohibiting gambling, and betting on unrealised financial outcomes and taking excessive risk. 
What these proscriptions establish is that all non-prohibited trade and financing activities are 
permitted, except those expressly prohibited. Permissible activities include housing finance, 
trade, and lease financing (to name a few). However, an important element in permitted 
activities is the rider that risk-sharing cannot be excluded. Thus, for instance in a partnership 
contract, one partner cannot be guaranteed a return of capital while the other is not. In 
practice, Islamic finance relies on legal formats such as nominate contracts to establish legal 
effect over property rights, ownership, price, and delivery obligations. Musharakah and 
murabahah contracts (explained below) are examples of such contracts.  

Synonymous with ‘Islamic finance’ is ‘Islamic banking’ that refers to banking and financial 
services that prohibits interest as a price determinant in financial transactions. Effectively, this 
proscription implies ‘…money can be used as means of exchange but cannot be treated as a 
commodity.’41  Money, therefore, cannot be commoditised and, within the context of financing, 
any prospect of gain to a fund provider in transactions involving exchange of countervalues 
(e.g., money for a vehicle) must be determined through a profit mechanism that is not akin 
to interest (riba). Thus, selling a vehicle with a profit margin is permissible as opposed to 
money lending at interest (which is prohibited) to conclude the transaction. 

41 Glasse (1991, p. 2) The Concise Encyclopedia of Islam. New York: Harper Collins Publishers. 



9 

2  ISLAMIC FINANCE and its PRESENCE in AUSTRALIA 
2.1 What’s meant by Islamic finance 

It refers to trade practices and financial transactions that adhere to faith-based rules and 
principles derived from Islamic jurisprudence. The rules are derived from the science of Islamic 
law called usul al-fiqh that itself is derived from the primary legal sources namely the Qur’an 
and Hadith and further refined through juristic reasoning and analogical deduction.  
Operability is established through ethical rules, contracts and obligations and further amplified 
by legal maxims that extent their reach and application. One such maxim declares: ‘hardship 
begets facility’ by which is meant for instance, a creditor may rescind a contract of sale to 
mitigate credit risk occasioned by default payment or, as an alternative, to defer the debtors’ 
payment obligations. This maxim, however, does not absolve the debtor of his/her obligation 
under the contract of sale. Islamic law is resplendent with such maxims whose legal import 
provide flexibility in trade and financial practices.   

Within Islamic finance are also well-known proscriptions such as charging interest on money, 
prohibiting gambling, and betting on unrealised financial outcomes and taking excessive risk. 
What these proscriptions establish is that all non-prohibited trade and financing activities are 
permitted, except those expressly prohibited. Permissible activities include housing finance, 
trade, and lease financing (to name a few). However, an important element in permitted 
activities is the rider that risk-sharing cannot be excluded. Thus, for instance in a partnership 
contract, one partner cannot be guaranteed a return of capital while the other is not. In 
practice, Islamic finance relies on legal formats such as nominate contracts to establish legal 
effect over property rights, ownership, price, and delivery obligations. Musharakah and 
murabahah contracts (explained below) are examples of such contracts.  

Synonymous with ‘Islamic finance’ is ‘Islamic banking’ that refers to banking and financial 
services that prohibits interest as a price determinant in financial transactions. Effectively, this 
proscription implies ‘…money can be used as means of exchange but cannot be treated as a 
commodity.’41  Money, therefore, cannot be commoditised and, within the context of financing, 
any prospect of gain to a fund provider in transactions involving exchange of countervalues 
(e.g., money for a vehicle) must be determined through a profit mechanism that is not akin 
to interest (riba). Thus, selling a vehicle with a profit margin is permissible as opposed to 
money lending at interest (which is prohibited) to conclude the transaction. 

41 Glasse (1991, p. 2) The Concise Encyclopedia of Islam. New York: Harper Collins Publishers. 

13



11 

“…wishing something valuable with ease and without paying an equivalent 
compensation for it without working for it, or without undertaking any liability against 

it, by way of chance”.45  

Taking large bets in stock-market trading where the probability of risk outweighs the 
potential gain from transacting on a trade is a good example.    

• Only engaging in permissible financial practices (halal) and avoiding those considered
impermissible (haram).
Examples include any dealings connected with alcohol, drugs, and intoxicants;
alcoholic drinks; gambling; pork; pornographic goods; and any goods associated with
these categories. The legal maxim that applies here is that which is prohibited cannot 
constitute the basis of any legal contract. Any financial instrument or product or any
investment associated with these categories are impermissible.

• Risk sharing
All economic activities entail elements of risk – a trait well recognised in trade practices.
Risks may vary and may be of many types. What is frowned upon in the shari’ah is
taking excessive risks such that an entire venture/investment is undermined if the risks
were to eventuate to the detriment of stakeholders. The shari’ah cautions contractual
parties not to undertake financial dealings where the risk exposure is asymmetric or
so skewed as to eliminate risk for one party while the opposite party is bound to accept
all the risks.

2.3 Overview of Islamic finance in Australia 
There are no formal Islamic banks nor any conventional banks with Islamic banking ‘windows’ 
operating in Australia. The closest to an Islamic bank is an entity with an interim restricted 
banking licence (R-ADI) granted to the IBA Group.46 This entity is poised to operate as a 
‘neobank’ (or digital bank) trading online, branchless, and an alternative to traditional banks 
and often described as ‘disruptors. Foreign Islamic banks desirous of entering the Australian 
financial market are weighed down by stringent and often complex regulatory and compliance 
issues that inherently stand as barriers to entry. For instance, subscribing to interest rate 
instruments, deposit guarantees and costly compliance costs, many of which may not accord 
with shari’ah principles. Islamic institutions may also have to contend with non-regulatory 
issues such as market size, mature market and competing for deposits. Other challenges 
include liquidity problems occasioned by the absence of a secondary Islamic money market; 

45 Ayub (2007, p. 62)., Understanding Islamic Finance. Chichester: John Wiley & Sons Ltd. 
46 Further details accessible at the IBA website: http://www.ibagroup.com.au/ 
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In this vein Islamic banks like conventional banks, intermediate in financial markets – they 
are the third limb between users and providers of capital. Presently, Islamic banking has 
progressed beyond this narrow and simplistic characterisation and now stand almost equally 
in status to their conventional counterparts in the range of financing products and services 
offered. Many features differentiate Islamic from conventional banking. For instance, trading 
in derivatives is not permissible while earnings derived from financing real and identifiable 
assets are.    
To summarise:42  

It is widely known that Islamic finance prohibits the charging of interest on loans. But most do 
not know that Islamic law does not reject the notion of the time value of money. The capital 
provider is permitted an adequate return…If money is committed to another party for a period, 
compensation for the financing may not be a predetermined amount guaranteed by the other 
party to the contract; instead, it should be a share of the actual profits of the venture. Money is 
not treated as a commodity as in the West, but as a bearer of risk, and therefore subject to, the 
same uncertainties as those borne by other partners in the enterprise 

2.2 Principles and praxis 
The principle in Islamic finance is simple: if you lend anyone money, then you do not receive 
any interest, but if you are prepared to go with that person into business or enter into any 
commercial transaction, then you must share the risks with that person or party.43 When these 
conditions are met, the transaction is said to be ‘Shariah compliant’. Thus, financial 
transactions and dealings howsoever construed, must be transacted contractually, be formally 
documented as an agreement, and must meet other prescribed conditions to be valid.  
In general, five essential principles underpin Islamic finance:44  

• The prohibition of interest (riba) 
This precludes any pre-determined amounts over and above the principal amount,
unequal exchange of money and, any increment in the principal amount due to delay

• The avoidance of excessive uncertainty and speculation (gharar) 
Gharar refers to excessive uncertainty in financial transactions, – especially in contracts
where payment, delivery and time for completion is ambiguous. For instance, selling
a thing that does not exist; selling goods of unknown character or quantity; or, where
delivery is unknown or impossible e.g., short selling

• The prohibition of gambling, games of chance and bets on uncertain outcomes(maysir) 
This may be conceived as wagering or what has been described as:

42 Vogel and Hayes (1998, p. 2)., Islamic Law & Finance: Religion, Risk and Return. 
43 Rosly (2005)., Critical Issues on Islamic Banking & Finance 
44 Obaidullah (2006)., Islamic Financial Services. Jeddah: King Abdul Aziz University, Saudi Arabia 
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45 Ayub (2007, p. 62)., Understanding Islamic Finance. Chichester: John Wiley & Sons Ltd. 
46 Further details accessible at the IBA website: http://www.ibagroup.com.au/ 
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In this vein Islamic banks like conventional banks, intermediate in financial markets – they 
are the third limb between users and providers of capital. Presently, Islamic banking has 
progressed beyond this narrow and simplistic characterisation and now stand almost equally 
in status to their conventional counterparts in the range of financing products and services 
offered. Many features differentiate Islamic from conventional banking. For instance, trading 
in derivatives is not permissible while earnings derived from financing real and identifiable 
assets are.    
To summarise:42  
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This precludes any pre-determined amounts over and above the principal amount,
unequal exchange of money and, any increment in the principal amount due to delay

• The avoidance of excessive uncertainty and speculation (gharar) 
Gharar refers to excessive uncertainty in financial transactions, – especially in contracts
where payment, delivery and time for completion is ambiguous. For instance, selling
a thing that does not exist; selling goods of unknown character or quantity; or, where
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• The prohibition of gambling, games of chance and bets on uncertain outcomes(maysir) 
This may be conceived as wagering or what has been described as:

42 Vogel and Hayes (1998, p. 2)., Islamic Law & Finance: Religion, Risk and Return. 
43 Rosly (2005)., Critical Issues on Islamic Banking & Finance 
44 Obaidullah (2006)., Islamic Financial Services. Jeddah: King Abdul Aziz University, Saudi Arabia 
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compliance rules. Most often such schemes or products49 feature as money lending schemes 
or synthetic loans whereby interest charges in its plain form are substituted with ‘fee’ 
structures of the same riba magnitude. On the face of it, this makes the product shari’ah 
compliant in letter but not in substance. In terms of products and services, unlike most foreign 
Islamic banks, all Australian institutions in Table 2.1 offer a narrow and limited range of 
financial products, the character and nature of which are discussed below.50  

2.4 Selected Islamic finance products and services 
2.4.1 Deposit & Investment products 
Aside from National Australia Bank, none of the other Islamic financial institutions (IFIs) 
are APRA approved authorised deposit-taking institutions (ADIs). That would require them 
to be licenced as entities engaged in ‘banking business’. As such, these institutions are 
precluded from accepting or soliciting deposits from the public. Consequently, businesses and 
individuals who provide loans or funding to these entities are deemed members (as in 
cooperatives), investors or equity participants whose money is invested ‘at-risk’. Hence, should 
the institution fail, financial loss will ensue unless those loans/funds are specifically secured.51 
The limited range of deposit/investment products offered by IFI’s may include: 

• Custodial deposits also termed wadiah accounts. These are unsecured loans held in
trust either as:

o Discretionary: money held in safe custody, whereby the client retains the right
to decide how and to what extent the funds are to be employed

o Non-discretionary: money invested whereby the IFI guarantees safe custody of
funds but retains discretion over their use

• Participatory investment accounts (mudarabah based)
These are partnership arrangements between IFI’s and clients that are typically equity-
based. Such arrangements establish the extent of equity ownership in specified assets
(usually real estate property), business ventures and investments.

49 Typically designed as tawarruq products while some others take the form of bai al-inah contracts  
50 Sain, Rahman, and Khanam (2018)., Financial Exclusion and the Role of Islamic Finance in Australia: A Case 

Study in Queensland. Australian Accounting, Business and Finance Journal, 12(4), 23-42. 
51 As demonstrated in the recent collapse of EFSOL – a self-styled Islamic financial entity  
https://insolvencynotices.asic.gov.au/browsesearch-notices/notice-details/Equitable-Financial-Solutions-Pty-Ltd-

151172039/1243efb7-0d40-4e91-8066-356d722e6263 
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prohibitive costs of setting up tailored digital banking services platforms; fierce competition in 
the personal and home loan market and, a lack of independent shari’ah regulatory oversight. 
Despite these barriers, several quasi-financial Islamic entities operate in Australia as indicated 
in Table 2.1. Many are relatively new, and of these only two have more than twenty years of 
operating histories. Absent formal Islamic banks, Australian Muslims have turned to traditional 
conventional banks for their financing needs and services over the years. In so doing, many 
who are resolute about their religious convictions have always sought Islamic alternate 
solutions using non-banking community-based cooperatives and mutual trust schemes to 
source financing.  Other models include ‘Ekubs’, ‘Sandohah’s’, ‘Jam’iah’s’ and ‘Sou Sou’s’47 that 
are unregulated and unable to offer any protection to members in case of failure.    

Table 2. 1  Australian Islamic financial institutions 

Institution Established Financing activities1 Products2/services 

MCCA Ltd*   1989 Housing/property finance Ijara muntahiyyah 
bittamlik 

MCCA Asset Management, 
Income & Property Funds* 2009 Investment schemes Unlisted Funds 

Amanah Islamic Finance 
Australia* 2014 Housing/property finance Wakalah/wa'd/ijara 

contract 

ICFAL Ltd* 1998 Housing & vehicle finance Musharakah 
mutanaqisah 

Hejaz Financial Services* 2013 Housing, property finance Ijara co-ownership; 
advisory 

National Australia Bank (NAB) Property financing3 Wakala property 
structure 

Crescent Wealth 
Superannuation Fund* 2010 Superannuation fund manager Regulated 

Superannuation Fund 

Crescent Wealth 2011 Asset management Fund management; 
advisory 

Australian Capital Islamic 
Investment 2018 Investment schemes Fund management; 

advisory 
Ijara Finance 2019 Housing & vehicle finance Ijara model 

Source: Own research. Note 1 refers to main activity only although there may be several other services offered. 
Note 2 Explanation of these Arabic terms appear in the Glossary section of this Report. Note 3 refers to specific 
property financing products offered by the NAB certified ‘shariah complaint   

Institutions marked* hold themselves out as ‘shariah compliant’ relying on various certifying 
authorities and scholars conferring this status as disclosed on their websites. This compliance 
aspect is important since, together with standardised nominate contracts, serve as a bulwark 
against what’s known as on ‘fatwa shopping’.48 The latter implies seeking out ‘best-fit’ fatwa-
endorsed structured products designed to circumvent or obfuscate genuine shari’ah 

47 These are community-based schemes with membership raging anywhere between 10-30. Operationally, these 
schemes mimic peer-to-peer schemes built on mutual trust for the benefit of members. See Kliger (2000) for a 
very interesting discussion on the subject of community-based alternative finance schemes 

48 Faisal (2019)., Fatwa Shopping as Modernising Islamic Finance Law. Western Sydney University 
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2.4.2 Consumer finance products offered by Australian Islamic financial institutions 
Housing finance constitutes the largest proportion of financing products by Australian IFIs. 
They are typically lease-to-own based (ijara) and debt-based. Variations include: 

2.4.1.1 Sale with deferred payments (bai-bithaman-ajil)  

2.4.1.2 Contract of lease ending with sale of asset (al-ijara thumma al-bai) 

2.4.1.3 Contract of lease ending with ownership (al-ijarah muntahiya bittamlik) 

2.4.1.4 Diminishing musharaka or partnership (musharaka mutanaqisa) 
Most Australian IFI’s have adopted the 2.4.1.3 model and have given their respective 
products unique marketing descriptors to distinguish them rivals and conventional 
institutions. Essentially, these products emulate either ‘rent-to-own’ schemes, hire 
purchase or finance leases typically used by Australian banks and institutions. In the 
intermediation process, Australian IFIs may be construed as either credit providers or 
mortgage brokers/facilitators. For risk considerations most IFIs offer mortgaged-backed 
financing to mitigate long-term risk. This concern weighs heavily when considering debt 
servicing problems confronting clients.   

The next product stream comprises consumer finance. This is primarily confined to motor 
vehicle and equipment leasing using either ‘murabaha’ (cost + markup) contracts or ijara 
(leasing) contracts. Of these and other financing instruments, the murabaha model ranks as 
one of the earliest forms of Islamic financing given its operational simplicity and shariah 
conformity. In recent times this model has mutated into other financing structures such as 
sukuk al-murabaha bonds. The murabaha and ijara instruments are presently major revenue 
earners for most IFIs and their widespread use has effectively subsumed equity-based 
products as revenue earners. 

Financial Literacy Competencies of Australian Muslims18



3  
METHODOLOGY & DATA

14 

2.4.2 Consumer finance products offered by Australian Islamic financial institutions 
Housing finance constitutes the largest proportion of financing products by Australian IFIs. 
They are typically lease-to-own based (ijara) and debt-based. Variations include: 

2.4.1.1 Sale with deferred payments (bai-bithaman-ajil)  

2.4.1.2 Contract of lease ending with sale of asset (al-ijara thumma al-bai) 

2.4.1.3 Contract of lease ending with ownership (al-ijarah muntahiya bittamlik) 

2.4.1.4 Diminishing musharaka or partnership (musharaka mutanaqisa) 
Most Australian IFI’s have adopted the 2.4.1.3 model and have given their respective 
products unique marketing descriptors to distinguish them rivals and conventional 
institutions. Essentially, these products emulate either ‘rent-to-own’ schemes, hire 
purchase or finance leases typically used by Australian banks and institutions. In the 
intermediation process, Australian IFIs may be construed as either credit providers or 
mortgage brokers/facilitators. For risk considerations most IFIs offer mortgaged-backed 
financing to mitigate long-term risk. This concern weighs heavily when considering debt 
servicing problems confronting clients.   

The next product stream comprises consumer finance. This is primarily confined to motor 
vehicle and equipment leasing using either ‘murabaha’ (cost + markup) contracts or ijara 
(leasing) contracts. Of these and other financing instruments, the murabaha model ranks as 
one of the earliest forms of Islamic financing given its operational simplicity and shariah 
conformity. In recent times this model has mutated into other financing structures such as 
sukuk al-murabaha bonds. The murabaha and ijara instruments are presently major revenue 
earners for most IFIs and their widespread use has effectively subsumed equity-based 
products as revenue earners. 



Financial Literacy Competencies of Australian Muslims

15 

3 METHODOLOGY & DATA 
3.1 Purpose 
The purpose of this research is to examine the Islamic financial literacy competencies 
of Australian Muslim adults set in a rapidly changing, cashless and digital environment. As 
no comprehensive empirical evidence exists to inform us concerning this issue, this research 
aims to:  

• Examine how well-acquainted Australian Muslim adults are with Islamic finance ethical
norms, financial practices and financing products and services

• Dealing with money matters can be daunting and stressful. Thus, this research sought
evidence on how Muslim adults cope with such challenges

• Gain valuable information on investment and risk management behaviour
• Examine the long-term planning and retirement behaviour and objectives
• Determine where and how respondents stay informed financially to make informed

decisions

3.2 Methodology 
The methodology follows research guidelines outlined in two studies by Kempson (2009); 
(Kempson, 2011a) that focus on measuring financial literacy competencies in any population 
of interest. For data collection, the methodology relies on a cross-sectional survey 
administered to adult Muslim participants aged between 18 and 75 years who are Australian 
residents. Survey design, planning and execution follow procedures used in several existing 
surveys wherein commissioned third party survey consultants were used to undertake the 
data collection process. This process was conceived in five stages: (a) a review of previous 
surveys; (b) designing, developing, and validating a questionnaire fit for administering by a 
third party; (c) pre-testing and sampling; (d) collection and recording, and (e) data analysis.  

3.2.1 Existing surveys 
Existing surveys provided the most convenient means of conceptualising the methodological 
framework given insufficient research associated with financial literacy concerning Australian 
Muslim adults. Notwithstanding this absence, research in Islamic finance generally is very 
capacious in embracing methods and practices from other sources. In this spirit, the research 
benefited from several major surveys undertaken by Australian conventional banks, research 
institutions and regulatory bodies. They provided valuable guidance in determining content, 
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author’s own earlier study Nathie (2004). As to the range and types of financial products 
desired by Australian Muslims, the methodology drew on the findings of Farrar (2011) and a 
study by Tahir and Brimble (2011) on stock market literacy.   
 

3.2.2 Survey Development 
The ANZ banking surveys provided valuable guidance on measurement scales and content 
validation (ANZ with Social Research Centre, 2015). A few questions were adapted from this 
study as well as selected material from the ASIC commissioned financial capabilities studies,54 
especially ASIC’s 2007 study (Australian Financial Literacy Foundation with DBM Consultants, 
2007). An OECD study comprising thirty participating countries on literacy competencies was 
used to provide background material on surveying financial knowledge (OECD/INFE, 2016, p. 
20). A further source included three OECD reports that identified difficulties faced by newly 
arrived migrants, refugees and other marginalised groups in understanding and accessing 
financial services (OECD/INFE, February 2016). Focusing on barriers to inclusion faced by 
these groups, OECD researchers (Adele Atkinson & Messy, 2012; A Atkinson & Messy, 2013, 
2015) identified the effects of ‘cultural and social attitudes’ as well as lack of ‘knowledge, skills 
and access to services including education’. These studies assisted in framing questions on 
financial practices. Part of the survey development may be attributed to the works of Lusardi 
and her team at the George Washington University (GFLEC). These related to financial 
planning (Lusardi & Mitchell, 2011); stock market decision-making (Van Rooij, Lusardi, & 
Alessie, 2011); literacy skills (Lusardi, 2015 Fall); retirement planning (Lusardi & Mitchell, 
2006) and household savings behaviour (Lusardi & Mitchell, 2008a).  
Material adapted from all these studies is acknowledged with appropriate attributions in Table 
3.155 
 
3.2.2.1 Survey Questionnaire  
Drawing on various studies outlined above, a comprehensive questionnaire was developed for 
data collection. Reasons for choosing a third party to administer the survey were: their 
professional skills, history, and expertise in data collection; their huge in-house and external 
collaborative databases from which to draw purposive samples; convenience; cost efficiency 
and, deliverability. The nature of data collected were close-ended categorical questions. The 
questionnaire consists of eight sections. The range and the content of the questions were 

 
54 Australian Financial Attitudes and Behaviour Tracker, Waves 1-4 https://financialcapability.gov.au/ 
55 In doing so, care has been exercised in ensuring copyright, proprietary interest and licencing arrangements have 

not been infringed. Where material had been sourced from other authors and studies, appropriate citations and 
attribution have been included 
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conceptual understandings, measurement scales and good practice.52 Collectively, content 
from these studies were adapted to ‘best fit’ an Islamic financial study. Content sourced from 
these studies include numeracy variables, computational skills, money management, savings 
habits, and budgeting. For maintaining conceptual relevance related to Islamic finance 
products and trade practices, several Malaysian and Indonesian surveys consulted proved 
helpful in refining the survey framework and in compiling a core set of questions. 

3.2.1.1 Australian Surveys  
Australian surveys provided the most convenient starting point for the research framework 
and survey content. Here, the 2003 ANZ Bank surveys on adult financial proved very valuable. 
These surveys adopted a mixed data collection methodology that sought information through 
telephone interviews and, in-depth engagement with selected respondents.53Subsequent ANZ 
surveys embraced the same methodology (albeit with changes) to maintain measurement 
consistency for comparative analysis. Another large-scale survey employing a somewhat 
similar methodology was that conducted by the Australian Financial Literacy Foundation with 
DBM Consultants (2007). Common features associated with these surveys are that they are 
institutionally commissioned, conducted by third parties, rely on large-scale data collection 
administered telephonically, are questionnaire-based, and are supplemented by in-depth 
interviews. Other methodologies relied upon were those appearing in academic research. 
These include a study on youth financial literacy among school students by Ali, Anderson, 
McRae, and Ramsay (2014) and two large studies concerning Australian adults by Brockman 
and Michayluk (2015) and Brockman and Michayluk (2016). T 
The present research premises its methodological framework on the following: pre-survey 
pilot testing with a small sample; engagement with a small cohort of non-respondents to test 
question feel and language understanding; questionnaire validation with partners in Malaysia; 
a questionnaire-based cross-sectional survey conducted telephonically and administered by 
an independent research firm known as Australian Research Survey.  

3.2.1.2 Islamic finance surveys 
Among studies related to adult Muslims using methodologies similar to the present study was 
one by Sain, Rahman, and Khanam (2014) related to financial preferences and product 
understanding; Islamic banking product awareness by Rammal and Zurbruegg (2007) and the 

52 See Kempson (2011b)., A Framework for Developing International Financial Literacy Surveys. In OECD (Ed.), 
Improving Financial Education Efficiency: OECD-Bank of Italy Symposium on Financial Literacy (pp. 13-41). Paris: 
OECD Publishing. 
53 ANZ with Roy Morgan Research (2003)., ANZ Survey of Adult Financial Literacy in Australia. Retrieved from 

ANZ Banking Group. https://financialcapability.gov.au/files/anz-survey-of-adult-financial-literacy-2003.pdf 
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52 See Kempson (2011b)., A Framework for Developing International Financial Literacy Surveys. In OECD (Ed.), 
Improving Financial Education Efficiency: OECD-Bank of Italy Symposium on Financial Literacy (pp. 13-41). Paris: 
OECD Publishing. 
53 ANZ with Roy Morgan Research (2003)., ANZ Survey of Adult Financial Literacy in Australia. Retrieved from 

ANZ Banking Group. https://financialcapability.gov.au/files/anz-survey-of-adult-financial-literacy-2003.pdf 
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Table 3. 1  Questionnaire content and source attribution 

#1 Refers to sections where the topic is discussed 

3.3.1 Sample size 
Sample size was determined based on population size for greater Australian capital cities since 
that is where most of the Muslim population is concentrated (Hassan, 2018). Table 3.2 reports 
the population demographics accessed from the ABS 2016 census database.  Based on a 
population size of 600 000, a margin of error of 5% and a confidence level of 95%, the 

#1 Topics Content Format Source & Attribution 

3 Demographics 
Age, gender, 
income, education, 
and residence 

Personal response Generic – self-developed 

4 
Understanding the 
basics of Islamic 
finance 

Conceptual 
understanding of 
terms and concepts: 
‘riba’; ‘gharar’; 
’halal’; ‘haram’; 

7-point Likert scale
– very poor to
exceptional

Self-developed and (Dusuki, 2011); 
(Obaidullah, 2006);(Securities 
Commission, 2006) 

5 & 6 
Understanding 
Islamic finance 
Products & 
Practices 

Understanding the 
application of 
products and 
services: murabaha; 
musharaka; Ijara; 
takaful 

5-point Likert scale
– not familiar to
very familiar, plus
‘best fit’ answer

Self-developed and (Ayub, 2007); 
(Thomas, Cox, & Kraty, 2005); 
(Usmani, 1998); (Dusuki, 2011); 
(Khir, Gupta, & Shanmugam, 
2008) 

7 Computational 
Skills & Numeracy 

Interest vs riba; 
simple return on 
investment; concept 
of inflation; rise and 
fall in Australian $; 
calculating discount 
on item price 

Numeracy 
questions with 
‘best fit’ answers 

(Adele Atkinson & Messy, 
2012);(ANZ with Social Research 
Centre, 2015); (Lusardi & Mitchell, 
2008a); (Melbourne Institute: 
Applied Economic & Social 
Research, 2017) 

8 
Investment 
Behaviour & Risk 
Management 

Investing in shares 
and risk; meaning of 
diversification; 

Best fit answer 
7-point Likert scale

(Adele Atkinson & Messy, 2012); 
(Kempson, 2011b);(ANZ with 
Social Research Centre, 2015); 
(Mahdzan & Tabiani, 2013) 

9 Financial Attitudes 
& Behaviour  

Coping with personal 
debt, money 
matters; budgets 
and savings; setting 
goals 

7-point Likert scale

(Adele Atkinson & Messy, 2012); 
(Kempson, 2011b);(ANZ with 
Social Research Centre, 2015); 
(OECD/INFE, 2016); (Australian 
Financial Literacy Foundation with 
DBM Consultants, 2007) 

9 Personal Financial 
Management 

Personal finances; 
cash management; 
planning and 
managing finances 

7-point Likert scale
(Australian Financial Literacy 
Foundation with DBM Consultants, 
2007); (Kempson, 2011b); (ANZ 
with Social Research Centre, 2015) 

10 Financial planning 
& Retirement 

Long-term financial 
planning; assessing 
personal financial 
position; credit card 
usage; paying bills 
and avoiding default 
penalties. 
Retirement and 
estate planning  

7-point Likert scale

(Lusardi & Mitchell, 2006); 
(Australian Financial Literacy 
Foundation with DBM Consultants, 
2007); (Kempson, 2011b); (ANZ 
with Social Research Centre, 
2015);  

11 Staying Informed 
Sources of financial 
information 
Sources of financial 
advice 

7-point Likert scale
(Kempson, 2011b); (Australian 
Financial Literacy Foundation with 
DBM Consultants, 2007); (ANZ 
with Social Research Centre, 2015) 

18 

either self-developed, drawn from, or adapted from various studies. Appropriate sources and 
attributions appear in Table 3.1.  

3.2.2.2 Questionnaire validation and pre-tests   
Validation  
Questionnaire validation involved a two-stepped process. First, a 1st draft of the questionnaire 
was sent to researchers in Malaysia for validation who themselves are closely associated with 
Islamic banking and finance and who have published in this field of research. The purpose for 
validation was to ensure whether the questions effectively captured the Islamic finance 
essence of what was being asked, to check for questions that may sound confusing and to 
identify potential double-barrelled questions. The 1st draft was edited to reflect changes 
recommended by this group. Second, the amended questionnaire was sent to the survey 
administrator56, who proposed the removal of several questions and the rewording of several 
others.  
Pre-tests 
This involved a two-stepped approach as well. The author conducted pre-tests with ten 
individuals.  A second pre-test was conducted by the survey administrator with 15 participants. 
None of the pre-test results are included in the final questionnaire responses.  

3.3 Respondents, sample size and ethical considerations 

3.3.1 Respondents  
Respondents included Muslim adults living in Australia aged 18 to 75 randomly selected by 
the administrator. Data collection was conducted telephonically. The administrator ensured as 
far as possible, gender parity as well as fair age group distribution based on ABS population 
demographic for this group across Australian states and territories.  

56 Australian Survey Research, Centre Road Bentleigh, Melbourne 
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3.4  Respondents’ demographic profiles 

3.4.1 Age distribution 
Figure 3.1 shows respondents were predominantly females (59%) with an approximate 60:40 
female/male split. A small proportion 5.8% did not declare their gender status nor did 3.6% 
of females declare their age. One-third (34.6%) were aged below 29 and 3.8% were between 
60-79 years. Two thirds (66.7%) of respondents fall into the 19–39-year cohort group.

Figure 3. 1  Age profiles 

3.4.2 Level of education  
Figure 3.2 reports most respondents (79.2%) are very well-educated. 

Figure 3. 2  Highest level of education 
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required sample size is 384. Allowing for reasonable non-responses, a sample target size of 
500 was set to achieve the calculated size.  

Table 3. 2  Australian Muslims by greater capital cities and sample size 

State 2016 Population 
Census – Muslims 

2016 Population Census – 
Muslims by major cities 

Target 
Sample 
size  

Actual sample 
size 

N % N % n n % 
NSW 267,659 44.35% Sydney 253,436 45.1% 210 161 44.6% 
VIC 197,030 32.65% Melbourne 186,654 33.0% 160 88 24.4% 
QLD 44,871 7.44% Brisbane 33,826 6.0% 30 38 10.5% 
SA 28,547 4.73% Adelaide 27,121 4.8% 30 14 3.9% 
WA 50,649 8.39% Perth 47,398 8.4% 40 28 7.8% 
TAS 2,498 0.41% Hobart 1,549 0.30% 5 4 1.1% 
NT 2,335 0.39% Darwin 2,024 0.4% 5 1 0.3% 
ACT 9,883 1.64% Canberra 9,883 1.8% 20 5 1.4% 
NR* 22 6.1% 
Total 603,472 100.00% 561,891 100.00% 500 361 100.0% 

Source: Australian Bureau of Statistics, Census of Population & Housing 2016, Islam. *Indicates: No Response 

3.3.2 Data collection and ethical considerations 
Data collection was completed during 2019 and although a larger sample was anticipated, the 
collection had to be terminated following Covid19. The collection protocols followed by the 
administrator included computer-based systems and software that randomly selected phone 
numbers. When interviewing respondents, the interviewers coded non-responses as ‘no 
answer’ and proceeded to the next question. Respondents were told participation was 
voluntary and anonymous and given the choice to opt out at any time during the interview 
session if they so desired.  

Ethical consideration adhered to ‘best practice’ standards, protocols, and practices. 
Operationally, consent to participate was first obtained by the administrator prior to 
proceeding with the interview. Participants were informed that the interviews were not audio 
recorded except for responses in tabulated format. Participants were informed that the data 
gathered will only be used by the researchers for the elicited recall components of the 
interviews and by the researcher for data analysis.  

A total of 361 responses were received and the distribution is reported in the grey area in 
Table 3.2. The response rate equals 94.0% (361/384) of the estimated sample size and 72.2% 
(361/500) of the target size.  
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Despite high levels of education, the bottom proportion of respondents (28.1%) have low-
income levels ranging between $35K and $45K while at the other extreme are 21.9% whose 
incomes exceed $100K. One-eighth (12.2%) have incomes exceeding $125K. Female 
respondents in the middle-income range $55K-$85K have higher income than males. Male 
income after $85K are much higher than that of females.   

3.4.4 Levels of education with their respective occupations 
Female/male demographic disparities are shown through the nexus between education and 
occupations. Figure 3.5 read in conjunction with Table 3.3 indicate that professionals and 
people in managerial positions are very highly educated while machine operators and 
labourers are the least.  

Figure 3. 5  Level of education and occupations 

Legend: HS – High School; VC – Vocational certificate; Dip – Diploma. 

Table 3. 3 Level of education and occupations 
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Professional 0.8% 0.0% 1.7% 10.9% 15.1% 
Technician & trades 0.0% 1.1% 0.8% 1.1% 0.0% 
Community & personal services 0.0% 0.6% 1.1% 2.0% 0.0% 
Clerical administrative  0.6% 0.8% 1.7% 2.5% 1.1% 
Sales worker 1.4% 0.6% 1.4% 2.5% 0.8% 
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Around two-thirds (65.3%) were highly educated with either a bachelor’s degree or a 
post-graduate award. Females (44.8%) are are better educated than males (34.2%). Only 
1.4% of females pursued a vocational career compared to 5.0% for males.  

3.4.3 Occupations 
Figure 3.3 indicates that a quarter of males (24.5%) were managers and professionals. Among 
females only 13.6% held those positions while collectively 30% were either in homestay or 
other unspecified positions despite their generally high levels of education. Another 1.7% did 
not disclose their occupational status. 

Figure 3. 3  Occupations 

In relation to respondents’ incomes, Figure 3.4 reports a sizable proportion of respondents 
(37.8%) earned $55K or less while at the other extreme one-eight (12.2%) earned $125K.  
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3.5 Summary 
• A total of 361 individuals participated in this survey
• 81.7% were in the 19-49 age group with low representation among the elderly, with

only 6.65% in the 60-80 age group
• Respondents were generally well educated with 79.2% possessing either a diploma,

degree, or post-graduate award
• 38.1% were either in managerial or professional positions
• The highest income earners were those with the highest level of education
• 10.3% did not disclose their income levels

24 

A sizable proportion (15.9%) of respondents are in homestay positions and most likely not 
economically active. Further, 11.4% of highly educated persons are in ‘other’ occupations. 
The greatest concentration of occupations lies in the top and bottom extremes. 

3.4.5 Respondent’s income associated with their education 
The highest income earners are those with the highest level of education. Approximately one-
fifth (18.9%) have income below $35K despite 11.1% being very highly educated with either 
a bachelor or postgraduate education. Almost 40% (38.9%) fall into the middle-income group 
with incomes ranging $45-$85K. 

Figure 3. 6  Level of education and income 
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3.5 Summary 
• A total of 361 individuals participated in this survey
• 81.7% were in the 19-49 age group with low representation among the elderly, with

only 6.65% in the 60-80 age group
• Respondents were generally well educated with 79.2% possessing either a diploma,

degree, or post-graduate award
• 38.1% were either in managerial or professional positions
• The highest income earners were those with the highest level of education
• 10.3% did not disclose their income levels

24 

A sizable proportion (15.9%) of respondents are in homestay positions and most likely not 
economically active. Further, 11.4% of highly educated persons are in ‘other’ occupations. 
The greatest concentration of occupations lies in the top and bottom extremes. 

3.4.5 Respondent’s income associated with their education 
The highest income earners are those with the highest level of education. Approximately one-
fifth (18.9%) have income below $35K despite 11.1% being very highly educated with either 
a bachelor or postgraduate education. Almost 40% (38.9%) fall into the middle-income group 
with incomes ranging $45-$85K. 

Figure 3. 6  Level of education and income 
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4 UNDERSTANDING THE BASICS of ISLAMIC FINANCE 
4.1 Introduction 
Without a proper grasp of Islamic finance and its conceptualisation, the industry would 
stagnate. The extent to which this industry is embraced depends to a large extent on how 
well its principles, norms and operability is understood. This includes understanding of rules 
concerned with permissible and prohibited practices, products, and services. 

Hence, this section deals with respondent’s understanding of basic Islamic finance concepts, 
terms, and expressions commonly used in every-day trade and commercial transactions 
by Islamic financial institutions. Respondents were asked a number of questions and 
their responses measured on ordinal scales.  

4.2 Key findings 
4.2.1 Conceptual understandings of a the basics of Islamic finance 

• 22.4% have a poor to very poor understanding of Islamic finance
• higher levels of understanding are associated with higher levels of education
• among the young (25-34) 9.7% possess very poor to poor understanding, 22.8%

fair understanding and, 21.95% good to excellent understanding.

4.2.2 Familiarity with the prohibited aspects of Islamic finance 
• only one-fifth of respondents are very familiar with the concept of riba (interest)

• 56.8% have no or little familiarity with the concept of riba especially among females
• four-fifths (78.7%) have none or little understanding of the concepts of gharar 

(major uncertainty) and maysir (gambling)
• almost half (47.2%) female respondents have little or no understanding of these

two concepts
• while respondents do not fully understand the concepts of riba, gharar and maysir,

they do understand their implied meaning and importance

4.3 Conceptual understanding of Islamic finance 
Table 4.1 reports responses to four basic conceptual understandings of Islamic finance. One-
fifth (22.4%) have either a poor or very poor understanding of Islamic finance (Q4.1). This is 
particularly high among females (14.0%). On average only 3.3% possess an excellent 
understanding of Islamic finance, equally split between genders. Three-quarters or 73.3% 
possess a fair to very good understanding of Islamic laws relating to borrowing or lending 
activities (Q4.2) which, among females (10%) is a poor to very poor level of understanding.  
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Table 4. 1 Conceptual understandings 

Statements Very 
poor Poor Fair Good Very 

Good Excellent 

Males 
Q4.1 My understanding of Islamic Finance is 1.7% 6.7% 10.4% 11.2% 5.9% 3.3% 
Q4.2 My level of understanding of Islamic laws 
relating to lending and borrowing money is 

1.4% 0.7% 9.1% 14.1% 5.8% 4.2% 

Q4.3 My understanding of haram in financial 
transactions is 

0.8% 5.3% 6.4% 11.7% 8.4% 6.7% 

Q4.4 My understanding of halal in financial 
transactions is 

0.8% 3.6% 9.7% 11.1% 6.9% 7.2% 

Females 
Q4.1 My understanding of Islamic Finance is 4.8% 9.2% 23.2% 13.4% 5.0% 3.3% 
Q4.2 My level of understanding of Islamic laws 
relating to lending and borrowing money is 

2.8% 7.2% 19.9% 12.7% 10.5% 5.8% 

Q4.3 My understanding of haram in financial 
transactions is 

3.1% 5.3% 19.2% 13.4% 11.1% 7.0% 

Q4.4 My understanding of halal in financial 
transactions is 

2.8% 3.6% 17.2% 16.1% 10.8% 8.5% 

Average 4.6% 11.4% 29.2% 26.6% 16.3% 12.0% 

Note: Non-responses are excluded from the table. All numberings commencing with Q refer to statement or 
question numberings 

In relation to statements Q4.3 and Q4.4, females possess good to excellent understanding of 
what constitutes haram (31.5%) and halal (35.4%). Comparatively, they possess a 
better understanding than males at 26.8% and 25.2% respectively. At the other extreme, 
are 6.1% of males and 8.4% of females who have a poor to very poor understanding of the 
haram aspects of Islamic financial transactions. Note that poor to very poor understandings 
are far lower in relation to questions Q4.3 and Q4.4 than they are for Q4.1 and Q4.2.  

Figure 4. 1  Conceptual understanding of Islamic finance 
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Figure 4.1a presents an overview of male responses that shows poor understandings 
associated with statements Q4.1 and Q4.3. On the other hand, Figure 4.1b indicates very fair 
to excellent understandings among females.   

4.4 Conceptual understanding based on levels of education 
The colour coded levels of understanding in Table 4.2 provides a visualisation at each 
education level. The width of the bars displays the extent of understanding.  

Table 4. 2 Conceptual understandings and education 
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Figure 4.1b Female responses

Very poor Poor Fair Good Very Good Excellent

Education level Very poor Poor Fair Good Excellent

High School 1.70% 2.80% 4.5% 3.4% 1.4%
Vocational Cert 0.80% 1.70% 3.4% 1.4% 0.0%
Diploma 1.40% 3.70% 3.1% 3.4% 2.5%
Degree 1.10% 4.80% 14.3% 7.0% 8.1%
Postgraduate 1.40% 3.10% 9.3% 10.1% 5.7%

High School 0.30% 2.80% 3.9% 2.8% 3.9%
Vocational Cert 0.80% 1.40% 1.7% 1.4% 2.0%
Diploma 1.10% 2.80% 3.9% 2.8% 3.3%
Degree 0.60% 3.30% 12.5% 8.3% 10.9%
Postgraduate 1.40% 1.70% 7.8% 11.9% 6.9%

High School 0.60% 2.50% 3.6% 2.8% 4.1%
Vocational Cert 0.60% 1.10% 2.2% 2.0% 1.4%
Diploma 0.80% 2.50% 3.1% 2.8% 4.8%
Degree 1.40% 2.80% 9.2% 7.3% 14.8%
Postgraduate 0.60% 1.70% 7.5% 11.2% 8.6%

High School 0.80% 1.40% 3.3% 3.6% 4.4%
Vocational Cert 0.60% 0.80% 2.2% 2.8% 0.9%
Diploma 0.60% 2.20% 2.2% 4.7% 4.2%
Degree 1.10% 1.40% 10.3% 8.1% 14.7%
Postgraduate 0.60% 1.40% 9.2% 8.9% 9.8%

Q4.8 My understanding of halal in financial transactions is

Q4.7 My understanding of haram in financial transactions is

Q4.5 My understanding of Islamic finance

Q4.6 My level of understanding of Islamic - lending and borrowing 
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Regarding statement Q4.5, on aggregate, 15.5% of those with diplomas and degrees have a 
poor to very poor understanding of the concept. The comparative percentages for Q4.6, Q4.7 
and Q4.8 are 10.9%, 9.8% and 7.3% respectively. However, a section of the same 
education cohort also possess excellent understanding as the grey bars indicate. For all four 
statements, the average observations are 16.1% (Poor), 56.0% (good) and 28.1% 
(excellent). The scatter plot in Figure 4.2 presents a visualisation of the three groups 
highlighted in Table 4.2. It compares at least two education sets and the relationships 
between their values. 

Figure 4. 2  Conceptualisations vis-à-vis education – scatter plot 

Poor and excellent understandings feature prominently in the bottom left corner within a 
confined 5% x 4% matrix. Outside this matrix, good to excellent understandings are scattered 
as indicated by the dispersion of the dots.  

4.5 Conceptual understanding by age groups 
Many studies confirm the relationship between understanding of Islamic finance and age.57  
Generally, they suggest people’s knowledge and understanding improve as they age 
or mature. Following this, our interest was to examine how well the four statements Q4.1 to 
Q4.4 were understood within age groups. For this purpose, age groups were rearranged 
into three cohorts: young (19-39); Middle aged (40-60); mature and elderly (61 and over). 
The results are reported in Table 4.3.   

57 See for instance Hayat and Malik (2014); Kevser and Doğan (2021); Hidajat and Hamdani (2017); Nathie (2004) 
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Table 4. 3 Conceptual understandings by age groups 

Note: Statements 1-4 refers to the four statements appearing in Table 4.1 

Global research shows an inverse U-shape relationship between financial literacy and age. 
Starting at a low base among youth, it gradually rises as people age, then gradually tapers off 
in old age.58 This trend cannot be confirmed in this research given the absence of time series 
data. Looking at the fair and good distributions, Table 4.3 does however, confirm strong 
understandings of the four concepts among youth that gradually recedes with age. Youth it 
seems are more receptive at embracing financial trends in the market.  

58 See Preston, Alison., Financial Literacy in Australia: Insights from HILDA Data. Accessed from 
https://www.financialcapability.gov.au/files/financial-literacy-in-australia-insights-from-hilda-data.pd 

Age group Very poor Poor Fair Good Excellent

Statement 1 3.6% 9.9% 27.4% 18.7% 11.1%
Statement 2 2.1% 6.7% 22.9% 20.3% 18.9%
Statement 3 1.8% 6.5% 19.6% 20.2% 22.9%
Statement 4 1.8% 4.5% 20.3% 21.5% 23.1%

Statement 1 2.7% 4.2% 6.0% 6.3% 0.0%
Statement 2 2.7% 4.2% 6.0% 6.3% 6.3%
Statement 3 2.1% 3.6% 4.8% 4.5% 6.3%
Statement 4 1.8% 1.5% 5.5% 5.9% 10.4%

Statement 1 0.3% 1.5% 2.1% 0.3% 33.4%
Statement 2 0.6% 1.2% 1.5% 0.9% 0.0%
Statement 3 0.3% 0.6% 1.5% 1.5% 1.8%
Statement 4 0.3% 0.9% 1.5% 0.9% 0.0%

Youth

Middle-aged

Mature & elderly
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5  UNDERSTANDING the PROHIBITED ASPECTS of 
ISLAMIC FINANCE 

5.1 Introduction 
The three important prohibited practices underpinning Islamic finance are: riba  (interest 
and usury); gharar (uncertainty, risk, and hazard in financial dealings) and, maysir  or 
qimar (refers to gambling and taking highly speculative positions in financial dealings 
tantamount to gambling). These prohibitions are pivotal in defining what does or does 
not constitute acceptable Islamic financial behaviour. Familiarity, knowledge and 
understanding of these prohibitions are fundamental to understanding Islamic finance. 
In what follows, several statements and questions were posited to gauge how literate 
or well-acquainted respondents were with their understanding.    

5.2 Key findings 
• One-fifth (20.6%) of respondents are very familiar with the concept of riba – the rest

have either none or very low understanding of the concept
• 7% have a very good and 14% a moderate conceptualisation of gharar and maysir. 
• Almost four-fifths (77.3%) have either none or little understanding of the concepts of

gharar and maysir with almost half (47.2%) related to females
• Just over half (55.4%) respondents selected the Quran and one-third (32.1%) the

hadith as the correct sources for the prohibitions of riba. Over 10% attributed the
sources to scholars while 16.9% did not have any idea of the sources

• The overall responses suggest a poor understanding of the prohibition of riba and its
origins in Islamic fiqh (law)

• 69.2% agreed with the prohibited aspects of interest earned on loans, savings, and
investments

• 45.5% disagreed that ‘interest’ and ‘mark-up’ are conceptually similar
• Two-thirds (64.9%) are aware of the legal maxim “all financial activities are permitted 

except those that are prohibited” 
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sources to scholars while 16.9% did not have any idea of the sources

• The overall responses suggest a poor understanding of the prohibition of riba and its
origins in Islamic fiqh (law)

• 69.2% agreed with the prohibited aspects of interest earned on loans, savings, and
investments

• 45.5% disagreed that ‘interest’ and ‘mark-up’ are conceptually similar
• Two-thirds (64.9%) are aware of the legal maxim “all financial activities are permitted 

except those that are prohibited” 
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5.3 Familiarity with riba, gharar and maysir 
Respondents were asked to state their level of understanding and familiarity with the 
concept of riba. The responses are reported in Figure 5.1 

Figure 5. 1 Familiarity with riba 

Only one-fifth (20.6%) of respondents are very familiar with the concept which is at the low 
end. Around 37.4% have no, or little familiarity and relatively high among females (22.0%). 
On the other hand, more females (12.4%) are ‘very familiar’ than males. At the levels 
displayed in Figure 5.1, most respondents generally do not have a good understanding of riba. 

To what extent respondents are familiar with the concepts of gharar and maysir is important 
as these practices surface in everyday financial transacts and decision-making. Both concepts 
are conspicuous in stock market trading and speculative real estate investments. Familiarity 
responses are displayed in Figure 5.2 

The responses in Figure 5.2 indicate that only 7% have a very good and 14% a moderate 
conceptualisation of these concepts. Almost four-fifths (77.3%) have either none or little 
understanding of which almost half (47.2%) relate to female respondents.    
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Figure 5. 2 Familiarity with gharar and maysir 

 Note: Non-responses totalling 1.8% are excluded from the observations 

5.4 Knowledge of the sources of the prohibited acts and practices 
As a corollary to statements Q5.1 and Q5.2 respondents were asked in which sources 
the prohibition of riba is established in Islam

Q5.3 The prohibition of riba is established in… (select the correct sources) 

The correct sources are ‘In the Quran’ and ‘in Hadith’. Figure 5.3 displays overall responses 
to this statement. 

Figure 5. 3 Sources of the prohibition of riba 
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Large non-response rates for the correct answers underline the extent of ignorance or non-
familiarity with this fundamental concept and its source.  More surprising however, are those 
who selected ‘scholars’ (10.2%) as the source and 16.9% who had no idea at all (don’t know).  

Figure 5.4 disaggregates the responses in Fig. 5.3 on gender-based positive and negative 
responses. Females are more aware of the correct sources than males, especially in relation 
to the Quran.  

Figure 5. 4 Sources of prohibition of riba – by gender 

Note: The response rates in the table do not sum to 100% as only valid responses are accounted for. The valid 
responses were 48.2% for males and 70.9% for females 

5.5 Understanding the application of gharar and maysir in financial practices 
Respondents were presented with six statements and asked to identify which of these they 
considered impermissible.  

Q5.4 Which of these financial activities are prohibited or should be avoided in Islam (select 
the ones you consider correct) 
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The impermissibility of gharar and maysir is well understood in relation to gambling and lottery 
tickets but doubts remain concerning ‘highly doubtful transactions’ (46.0%). One-sixth 
(15.8%) considered share trading falling within the purview of gharar and maysir. Generally, 
the responses indicate respondents are acquainted with both concepts. 

5.6 Practical understandings of the application of riba 
Paying and receiving riba is inherent in many financial transactions. For instance, receiving 
involuntary interest income (on bank savings) and paying credit card interest. Some may be 
tempted to accept such income without any ethical compunction while others may be more 
inclined to dispose of it without expecting any reward. Ohers may perceive it as altogether 
haram. Two issues were put to respondents and their responses are displayed in Figure 5.6.   

Figure 5. 6 Riba in savings and loans  

In relation to Q5.5, 69.2 % disagreed with the statement thereby indicating their awareness 
of the prohibited aspect of interest earned on loans, savings, and investments. Table 5.1 
shows this realisation is particularly well understood by females (42.2%) compared to males 
(25.8%) as indicated in the levels of disagreement. On the other hand, one-fifth (19.2%) 
agree with the statement that Islam allows payment and receipt of interest.  

Statement Q5.6 was meant to tease out how well respondents differentiate between ‘interest’ 
and ‘mark-up’. While the former is well-known because of its prevalence in the economy, the 
latter is one used by Islamic financial institutions referring to the ‘profit margin’ in contracts 
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such as ijara (Islamic lease). The two terms are technically and conceptually different in their 
application in commercial contracts. Figure 5.6 indicates 45.5% did not agree with this view 
– which is the correct interpretation.  On the contrary, a quarter (24.6%) thought the two
concepts are similar thereby implying the two concepts were indistinguishable. From Table 
5.1 more females (24.7%) than males (20.3%) were able to accurately make the distinction 
between riba and ‘mark-up’. 

Table 5. 1 Gender understanding of the application of riba 

Statement Strongly 
disagree 

Disagree Disagree 
somewhat 

Undecided Agree 
somewhat 

Agree Strongly 
agree 

Q5.5 Islam allows you to pay interest on loans and earn interest on savings and investments  
Male -17.2% -7.2% -1.4% -4.4% 4.7% 2.5% 1.7% 
Female -29.4% -8.9% -3.9% -7.2% 5.8% 2.2% 1.7% 
Q5.6 The ‘interest’ banks charge and the ‘mark-up’ Islamic finance institutions charge are the same  
Male -10.7% -5.1% -4.5% -8.7% 3.9% 3.9% 2.2% 
Female -9.3% -9.8% -5.6% -20.2% 7.9% 4.2% 2.5% 

5.7 Familiarity with the general Islamic maxim concerning financial dealings 
The well-established maxim in fiqh muamalat (rules governing commercial and financial 
dealings) is that: all financial transactions are permissible except those that are expressly 
prohibited. This principle was put to respondents and intended to elicit how well they 
understood its importance. The results are reported in Table 5.2. 

Table 5. 2 Familiarity with fiqh rule 

Statement Strongly 
disagree 

Disagree Disagree 
somewhat 

Undecided Agree 
somewhat 

Agree Strongly 
agree 

Q5.7 In Islam all financial transactions are permissible except those that are prohibited  
Male -3.1% -3.9% -2.8% -4.5% 6.7% 9.7% 8.6% 
Female -2.5% -2.5% -3.9% -11.1% 10.9% 17.0% 11.1% 
Total -5.6% -6.4% -6.7% -15.6% 17.6% 26.7% 19.7% 

Two-thirds (64.9%) are aware and agree with this important legal maxim. Once more, females 
(39.0%) agree/strongly agree as compared to males at 25.0%.  

The findings recorded in Tables 5.1 and 5.2 suggest females are much better informed about 
the permissible and prohibited aspects of Islamic financial dealings than males.  
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6 ISLAMIC FINANCE PRODUCTS & PRACTICES 

6.1 Introduction 
Since its introduction in global banking and finance, users of Islamic finance needed to 
acquaint themselves with its fundamental tenets, its modus operandi, what products and 
services it had to offer, before transitioning away from conventional finance. One of the 
challenges faced was understanding their practical applications and how these distinguished 
themselves from conventional ones. In Malaysia where retail Islamic finance gained early 
traction, Bank Islam Malaysia Berhad was the first to offer shari’ah complaint products and 
faced the challenge of promoting these. These challenges transcended beyond Malaysia and 
Australia is no exception to this new banking and finance phenomenon. A question often 
raised in this regard is: how well acquainted are Australians with Islamic finance products and 
practices? This section then, seeks responses to the question. 

6.2 Key findings 
• Faith, fairness, and ethics are the primary motivations for attracting people to Islamic

finance
• Respondents are very unfamiliar with Islamic financial practices
• Only 19% are familiar with Ijara financing – one of the most common financing

instruments
• The concept of murabaha is better understood than ijara despite its prevalence

• There is no clear understanding of fiqh-based ‘partnership’ models
• Three-quarters (72.6%) have no or little understanding of how home loan default and

its consequences are treated under Islamic finance
• Only one fifth (20.9%) fully comprehend the ruling that involuntary earned riba earned

is not permissible (haram) and to be used in a manner that creates a benefit

6.3 What attracts people to Islamic finance
We start with the basic proposition that interest in, and attraction to Islamic finance, are 
driven by ethical, just, and equitable considerations. It is these aspects we focus attention on 
in this section. To commence, respondents were asked to respond to the following statement: 

Q6.1 Choose the most important reasons that attract you to Islamic finance…  
Religion; Welfare; Ethics; Fairness; It’s cheaper; it’s easy; Not sure 

The responses appear in Figure 6.1.  

Costs and ease associated with Islamic finance does not feature well in respondents’ 
estimation. Instead, religion and ethical considerations are the key motivators or attractions. 
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Islamic financial institutions have long recognised the religious consciousness aspect of their 
operations and have used it effectively to garner support and interest in their business. This 
reality is widely reflected in their advertising content, especially in social media.  Fig. 6.1 
indicates more females than males are attracted by Islamic finance’s ethical appeal.   

Figure 6. 1 What attracts people to Islamic finance 

6.4 Familiarity with Islamic financial practices 
To examine familiarity with financial practices commonly used by Islamic financial institutions, 
respondents were asked the following question.   

Q 6.2 How familiar are you with the following Islamic financing practices? 

Figure 6. 2 Familiarity with Islamic financial practices 

Religion Welfare Ethics Fairness It’s 
cheaper It’s easy Other

Responses 67.0% 15.8% 33.2% 34.9% 7.5% 11.4% 1.7%
Male 23.2% 5.8% 11.9% 15.5% 4.2% 4.2% 0.6%
Female 42.6% 9.7% 21.3% 19.1% 3.3% 6.7% 1.0%
No answer 1.1% 0.3% 0.0% 0.3% 0.0% 0.6% 0.0%

Responses Male Female No answer

Not at all
familiar Not familiar Neutral Familiar Very familiar

Musharaka 51.4% 15.6% 15.1% 10.1% 7.8%
Murabaha 49.7% 15.2% 16.3% 12.4% 6.5%
Ijara 48.0% 18.2% 14.8% 11.7% 7.3%
Mudarabah 50.7% 16.6% 15.5% 10.7% 6.5%
Takaful 45.9% 16.5% 16.2% 14.0% 7.3%
Qard Hasanah 46.1% 11.2% 13.5% 14.3% 14.9%
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Apart from qard hasanah (benevolent loans) familiarity with other financing practices are low. 
This is somewhat surprising especially in relation to Ijara – the primary instrument used by 
Australian Islamic financial institutions for home financing. On average, two-thirds 
of respondents are not familiar with basic Islamic financial practices. The least understood 
practices are musharaka and mudaraba.  

6.5 Practical and computational understanding of products and practices 
A steady stream of Islamic financing new products and services are entering the market driven 
by technology changes and new consumer demands. The State of the Global Islamic Economy 
Report (2020/21)59 estimates total consumer expenditure of $2.02 trillion (2019) by Muslims 
globally and noted expansion in Islamic finance assets totalling $2.88 trillion. These and other 
statistics in the report point to continued growth in Islamic financing activities. The report also 
identifies knowledge enhancement as a necessity to access markets by individuals and SME’s. 
Evidence of this push is MDCE’s eBarkat60 initiative in Malaysia that endeavours to educate 
people to access financial services digitally. Such initiatives have merit as they highlight the 
drive for greater market penetration propelled by keenness and awareness. Hence, financial 
literacy continues to attract the attention of authorities, institutions, and academics. However, 
various Islamic and conventional studies point to financial illiteracy as a major inhibitor of 
financial inclusion and participation. A global report finds that worldwide, only 35% of men 
and 30% of women are financially literate.61 In poorer and developing countries these 
statistics are even lower. 

This subsection sets out to examine the knowledge-based and computational understanding 
of Islamic financing products and practices.  

We commence with the following simplified financing scenario. The responses are displayed 
in Figure 6.3 

Q6.3 Yusuf (a carpenter) needs to replace his bench saw with a new one that costs $10 000. 
He has $1500 in his savings account. He requires $8 500 more to finance the purchase of the 
saw. Which Islamic financing or other methods should he consider? (please select the best 
options) 

59 Accessed from Salam Gateway at: 
https://cdn.salaamgateway.com/reports/pdf/937879922b4eb733ab103a334d2bfcb4b3c4e276.pdf 

60 MDEC – Malaysia Digital Economy Corporation
61 See the S&P Global Finlit Survey accessible at https://gflec.org/initiatives/sp-global-finlit-survey/ 
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Apart from qard hasanah (benevolent loans) familiarity with other financing practices are low. 
This is somewhat surprising especially in relation to Ijara – the primary instrument used by 
Australian Islamic financial institutions for home financing. On average, two-thirds 
of respondents are not familiar with basic Islamic financial practices. The least understood 
practices are musharaka and mudaraba.  

6.5 Practical and computational understanding of products and practices 
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literacy continues to attract the attention of authorities, institutions, and academics. However, 
various Islamic and conventional studies point to financial illiteracy as a major inhibitor of 
financial inclusion and participation. A global report finds that worldwide, only 35% of men 
and 30% of women are financially literate.61 In poorer and developing countries these 
statistics are even lower. 

This subsection sets out to examine the knowledge-based and computational understanding 
of Islamic financing products and practices.  

We commence with the following simplified financing scenario. The responses are displayed 
in Figure 6.3 

Q6.3 Yusuf (a carpenter) needs to replace his bench saw with a new one that costs $10 000. 
He has $1500 in his savings account. He requires $8 500 more to finance the purchase of the 
saw. Which Islamic financing or other methods should he consider? (please select the best 
options) 

59 Accessed from Salam Gateway at: 
https://cdn.salaamgateway.com/reports/pdf/937879922b4eb733ab103a334d2bfcb4b3c4e276.pdf 

60 MDEC – Malaysia Digital Economy Corporation
61 See the S&P Global Finlit Survey accessible at https://gflec.org/initiatives/sp-global-finlit-survey/ 
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Figure 6. 3 Choice of financing method 

Low response rates totalling 34.3% are indicative of unfamiliarity with the financing methods. 
The 30% murabaha response rate suggests more familiarity with this model. Perhaps this is 
associated with the model’s easy-to-understand ‘cost-plus’ and its ‘buy and sell on deferred 
payment’ methodology. Males are more familiar with murabaha than females, although the 
difference is slight. Ijara financing has a very low response rate. 

Q6.4 An Islamic institution is willing to finance the bench saw for the full cost of $10 000 and 
offer Yusuf the following options. If you were Yusuf, which option would you chose? 

Table 6. 1 Choice of financing method 
Options Choice Male Female No answer Total cost1

Murabaha finance: Cost $10,000 + 
10% mark-up over 10 months 62.0% 25.7% 35.4% 0.9% $11, 000 

Ijara lease finance: $450 over 20 
months PLUS a $3,000 balloon 
payment 

38.0% 13.2% 24.6% 0.3% $12, 000 

Note: 1 Respondents had to work this out personally 

On mental calculations, the majority opted for the murabaha method – their decision premised 
on total financing costs. Females on the other hand were more inclined to opt for the ijara 
financing model which is consistent with the finding shown in Figure 6.3. 
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Q6.5 Yusuf’s business is expanding, and he now requires more finance. Easy Islamic Finance 
is willing to invest $100 000 in his business and offers to enter a musharakah agreement with 
him with the following conditions. Which musharaka option should he choose? 

Table 6. 2   Familiarity with musharaka financing 

 Option Response Male Female No answer 
1 Both parties must be 60/40 partners 11.1% 8.0% 2.8% 0.3% 
2 Profit share is determined as per a Partnership 
agreement 

27.1% 12.2% 14.4% 0.5% 

3 Yusuf must pay Easy Islamic Finance $1500 every 
month for 10 years plus agreed yearly share of profit 

12.7% 3.9% 8.8% 0.0% 

4 They share profits and losses equally 22.2% 10.5% 11.4% 0.3% 
5 They share profits but not losses 2.2% 1.4% 0.8% 0.0% 

Options 2 and 4 features prominently albeit with low response rates. Most respondents 
correctly chose these options as the most desirable outcome.   

Q6.6 Ahmad took out a Home loan with Easy Islamic Finance. As a penalty for late payments, 
the most this company may demand from Ahamd would be… 

Table 6. 3  Late payment penalties 

Statement Responses Male Female No answer 
10% of the outstanding balance 10.6% 6.7% 3.6% 0.3% 
5% of the outstanding balance 8.9% 3.4% 5.6% 
A fixed fee 27.4% 10.1% 16.5% 0.8% 
Do voluntary work for Easy Finance for one 
month 

9.5% 3.6% 5.6% 0.3% 

Pay double the amount of the late payment 3.4% 1.1% 2.2% 
Not sure 40.2% 14.2% 25.7% 0.3% 

Most respondents (27.4%) provided the correct answer with one-third (32.4%) providing 
incorrect answers. Three-quarters (72.6%) either misunderstand or have no or little 
understanding of how home loan default and consequences are treated in Islamic finance. 
Australian Islamic finance institutions generally adopt the ‘fixed fee’ ruling though its 
implementation may differ between institutions.    

Q6.7 Suppose Adam borrows $1000 from Emad on condition that Emad repays $1150 after 
a year. Is this transaction permissible in Islam? 

Table 6. 4 Loan repayment with excess 

 Response Male Female No answer Total 
Yes 12.5% 8.3% 0.3% 21.1% 
No 20.0% 33.9% 1.1% 55.0% 
Not sure 6.9% 16.7% 0.3% 23.9% 
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Q6.5 Yusuf’s business is expanding, and he now requires more finance. Easy Islamic Finance 
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Most respondents (27.4%) provided the correct answer with one-third (32.4%) providing 
incorrect answers. Three-quarters (72.6%) either misunderstand or have no or little 
understanding of how home loan default and consequences are treated in Islamic finance. 
Australian Islamic finance institutions generally adopt the ‘fixed fee’ ruling though its 
implementation may differ between institutions.    

Q6.7 Suppose Adam borrows $1000 from Emad on condition that Emad repays $1150 after 
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The majority (55.0%) are keenly aware of the prohibited riba element inherent in such 
transactions with females expressing the greatest awareness. Among the one-fifth (21.1%) 
who agreed, males are one and half times more unaware than females regarding this 
prohibition.  

Q6.8 Suppose you invested some money in an Islamic Investment Fund. At the end of the 
year the fund manager pays you a dividend of $2500 but you notice that $250 of the 
dividend is made up of interest. What should you do with this interest money? 

Table 6. 5  Disposal of riba/interest money 

Response 

Consider 
it part of 
your 
total 
return 

Accept 
the 
dividend 
but give 
the 
$250 
away 

Tell the 
fund not 
to call it 
interest 

Tell the 
fund you 
don’t 
want the 
interest 

Withdraw 
your 
investment 
from this 
fund 

Not sure 
Makes no 
difference 
to me 

Male 9.5% 7.5% 2.2% 7.5% 3.9% 7.8% 1.1% 
Female 2.8% 12.8% 2.2% 12.0% 8.4% 17.8% 2.8% 
No answer 0.6%   0.3% 0.3% 0.6% 
Total 12.3% 20.9% 4.5% 19.8% 12.5% 26.2% 3.9% 

Present-day conventional banks usually pay customers interest on deposits and savings 
accounts. For Muslims, this is a perennial problem as many do not know what to do or how 
to dispose of riba income. The scholarly wisdom is to adopt the 2nd position on which there is 
almost universal agreement.62 Only one fifth (20.9%) understand this ruling which is rather 
low. One fifth (19.8%) selected the 4th option which, when added to the 2nd option, constitute 
40% who are keenly aware of the non-permissibility of riba-based income. Females (24.8%) 
are generally more acquainted with this prohibition.    

Q6.9 Can you pay your traffic fines or tax bill with the $250 interest that you received? 

Table 6. 6  Use of riba money 

Response Yes No Not sure 
Male 13.6% 15.0% 10.6% 
Female 9.5% 29.0% 20.6% 
No answer 0.3% 0.8% 0.6% 
Total 23.4% 44.8% 31.8% 

The opinion expressed by al-Qaradawi and Taqi Usmani is that riba income cannot be used in 
any manner that results in a benefit to the recipient. Hence, using it to pay a tax bill or traffic 

62 See for instance al-Qaradawi, Yusuf (n.d.), Riba and Bank Interest, Institute of Policy Studies, Pakistan. The 
view of Taqi Usmani is that such unwanted riba should be distributed as charity 
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fine is tantamount to repaying a debt. As such, the riba income is haram, howsoever used. 
In plain language the $250 interest should be distributed as charity. Of the 44.8% who were 
correct on this issue, 29.0% were females. However, one third (31.8%) were unsure of the 
implications of this fundamental prohibition in Islamic law.   
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7 NUMERACY & CALCULATION SKILLS 

7.1 Introduction 
Numeracy is part of financial dexterity that constitutes an important part of a person’s human 
capital. Little wonder then that so much attention is now paid at school and adult level in 
Australia to improve people’s level of numeracy and computational skills. This finding is 
highlighted in a 2014 Australian Productivity Commission report (Shomos & Forbes, 2014, p. 
vi) that finds:

• Only 22% could perform a one-step simple numerical exercise such as counting,
where the mathematical content is explicit, with little or no text or distractors

• Only 12% achieved high numeracy skills in 2011–12
This part of the current research seeks to examine the level of numeracy and 
computational skills among Australian Muslims. It presents respondents with simple 
problem-solving sets to solve. No previous research has attempted to examine this literacy 
feature. The methodology relies on the collection of previous empirical data that examine 
people’s numeracy skills such as: understanding the financial implications of mortgages, 
pay-day loans, credit card debts, investment products and other problem sets. 
Becoming financially literate commences with basic arithmetic skills to calculate 
percentages, determine the cost of an item, calculate the return expected on a bank 
deposit, understanding inflation, and so forth. Studies by Lusardi (2012) finds low levels of 
numeracy skills in the US. Another 2015 global study by Klapper, Lusardi and van 
Oudheusden (2015) using a simplified measurement version of Lusardi’s earlier study, find 
numeracy and inflation to be the most understood financial literacy concepts.  
This study adapted numeracy measurement scales appearing in surveys developed by 
the ANZ with Social Research Centre (2015) and studies by conducted by Pahlevan 
Sharif, Ahadzadeh, and Turner (2020), Rashid, Zainol, YazidIsa, Taib, and Nizam (2019), 
Zuhair et al. (2015) and others.  

7.2 Key findings 
• 13% could not calculate a simple interest calculation of 3% of $100

• 11.5% of respondents with either a diploma, bachelor’s or postgraduate degree were
unable to provide a correct answer to this arithmetic problem

• Only 40.7% were able to work out compounded return on investment over time
• The concept and effects of inflation is very well understood by over 70% of

respondents
• Two-thirds (65.3%) have a good understanding of currency exchange and its effects
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7.3 Numeracy and computational skills 

Respondents were asked several questions concerning every-day financial transactions. These 
included hypothetical scenarios that required making basic calculations and decisions.  

Q7.1 Suppose you borrowed $100 from a bank at (say) 3%. Which is the lower amount that 
you need to pay back 

Table 7. 1  Calculating the cost of borrowing 

Response Incorrect 
$105 

Correct 
$100 + 3% Do not know 

Male 7.6% 27.5% 4.8% 
Female 4.8% 37.8% 16.0% 
No answer 0.6% 0.3% 0.8% 
Total 12.9% 65.5% 21.6% 

Two-thirds (65.5%) provided the correct answer. Surprisingly, one-fifth (21.6%) could not 
provide an answer. Not able to provide the incorrect answer to a relatively simple question 
reflects poorly on computation skills.  
Figure 7.1 takes a different approach at the problem showing the relationship between levels 
of education and poor computational skills. 

Figure 7. 1 Association between education and computational skills 

Surprisingly 11.5% of respondents with either a diploma, bachelor’s or postgraduate degree 
were unable to provide a correct answer to this simple arithmetic calculation.   

The next area of financial literacy interest is associated with calculating returns on 
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Q7.2 Suppose you invested $100 with a bank and the bank guaranteed you a return of 20% 
per annum and you reinvested your return every year. After 5 years how much would your 
investment have grown? 

Table 7. 2  Compounding effects of return on investment 

Response More than $200 Exactly $200 Less than $200 Don’t know 

Male 20.1% 8.9% 3.1% 7.5% 
Female 20.6% 13.6% 5.3% 19.2% 
No answer 0% 0.3% 0.6% 0.8% 
Total 40.7% 22.8% 8.9% 27.6% 

This two-step multiplication problem was relatively easy to solve. Respondents needed to first 
calculate the yearly return and then estimate how much the investment would have grown 
over 5 years. Only 40.7% were able to provide the correct answer with both females and 
males performing equally. Perhaps the 22.8% who selected solution 2 were not conversant 
with the effects of compounding. 

This statement sought to enquire respondent’s familiarity with inflation  
Q7.3 Inflation refers to the increase in the costs of goods and services over a certain period 

Table 7. 3 Understanding inflation 

Response Yes No Not sure 
Male 28.4% 5.6% 5.9% 
Female 36.0% 6.2% 16.3% 
No answer 0.8% 0.3% 0.6% 
Total 65.2% 12.1% 22.8% 

This concept is well understood with females exhibiting a better understanding of inflation. 
One-third (33.9%) however, were not able to conflate increase in cost of goods over time 
with inflation.  

Q7.4 Suppose your wages/salaries doubled – say from $40 000 to $80 000. Let’s suppose 
that the prices of goods also doubled. In 2020 how much goods will you be able to buy with 
the $80 000 Income today? 

Table 7. 4  Inflation and income 

Response More goods The Same goods Less goods 
Male 5.60% 27.20% 6.70% 
Female 6.20% 42.60% 10.10% 
No answer 0.60% 1.10% 
Total 12.30% 70.90% 16.80% 

Consistent with results in Table 7.3 there is very good understanding about the nexus between 
inflation and income. Females are 1.5 times better acquainted on this subject than males. 
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7.3 Numeracy and computational skills 

Respondents were asked several questions concerning every-day financial transactions. These 
included hypothetical scenarios that required making basic calculations and decisions.  

Q7.1 Suppose you borrowed $100 from a bank at (say) 3%. Which is the lower amount that 
you need to pay back 
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$105 

Correct 
$100 + 3% Do not know 
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No answer 0.6% 0.3% 0.8% 
Total 12.9% 65.5% 21.6% 

Two-thirds (65.5%) provided the correct answer. Surprisingly, one-fifth (21.6%) could not 
provide an answer. Not able to provide the incorrect answer to a relatively simple question 
reflects poorly on computation skills.  
Figure 7.1 takes a different approach at the problem showing the relationship between levels 
of education and poor computational skills. 
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Q7.2 Suppose you invested $100 with a bank and the bank guaranteed you a return of 20% 
per annum and you reinvested your return every year. After 5 years how much would your 
investment have grown? 

Table 7. 2  Compounding effects of return on investment 

Response More than $200 Exactly $200 Less than $200 Don’t know 

Male 20.1% 8.9% 3.1% 7.5% 
Female 20.6% 13.6% 5.3% 19.2% 
No answer 0% 0.3% 0.6% 0.8% 
Total 40.7% 22.8% 8.9% 27.6% 

This two-step multiplication problem was relatively easy to solve. Respondents needed to first 
calculate the yearly return and then estimate how much the investment would have grown 
over 5 years. Only 40.7% were able to provide the correct answer with both females and 
males performing equally. Perhaps the 22.8% who selected solution 2 were not conversant 
with the effects of compounding. 

This statement sought to enquire respondent’s familiarity with inflation  
Q7.3 Inflation refers to the increase in the costs of goods and services over a certain period 

Table 7. 3 Understanding inflation 

Response Yes No Not sure 
Male 28.4% 5.6% 5.9% 
Female 36.0% 6.2% 16.3% 
No answer 0.8% 0.3% 0.6% 
Total 65.2% 12.1% 22.8% 

This concept is well understood with females exhibiting a better understanding of inflation. 
One-third (33.9%) however, were not able to conflate increase in cost of goods over time 
with inflation.  

Q7.4 Suppose your wages/salaries doubled – say from $40 000 to $80 000. Let’s suppose 
that the prices of goods also doubled. In 2020 how much goods will you be able to buy with 
the $80 000 Income today? 

Table 7. 4  Inflation and income 

Response More goods The Same goods Less goods 
Male 5.60% 27.20% 6.70% 
Female 6.20% 42.60% 10.10% 
No answer 0.60% 1.10% 
Total 12.30% 70.90% 16.80% 

Consistent with results in Table 7.3 there is very good understanding about the nexus between 
inflation and income. Females are 1.5 times better acquainted on this subject than males. 
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Q7.5 Suppose the Australian Dollar falls against the US dollar. When exchanging money this 
means… 

Table 7. 5 Understanding currency exchange 

Response 
You will get more 
US $ for your 
Australian $ 

You will get less 
US $ for your 
Australian $ 

Get the same 
value Not sure 

Male 7.8% 25.8% 2.2% 3.4% 
Female 9.8% 39.2% 2.8% 7.3% 
No answer 0.0% 0.3% 0.3% 1.1% 
Total 17.6% 65.3% 5.3% 11.8% 

Two-thirds (65.3%) have a good understanding of currency exchange and its effects. Females 
are 1.5 times better acquainted than males on this issue. 

Q7.6 You import a lot of goods for your business, and you pay in different currencies. If the 
Australian dollar gets stronger, it means…   

Table 7. 6 Understanding the effects of exchange rates on cost of goods 

Response The cost of your imports 
will be cheaper 

The cost of your imports will 
be more expensive Not sure 

Male 28.1% 7.5% 3.9% 
Female 38.7% 9.7% 10.3% 
No answer 0.6% 0.6% 0.6% 
Total 67.4% 17.8% 14.8% 

Tables 7.5 and 7.6 indicate respondents have a good grasp of the workings of currency 
exchange and its consequences on the cost of goods.   

7.4 Problem solving skills 
This section reports responses to several day-to-day questions involving income and 
expenditure. The results appear in Table 7.7. On average, one in five respondents (20.8%) 
experienced computational difficulties with all six questions. Such problems are indicative of 
a lack of ‘mathematical fluency’ – that is, the ability to carry out quick simple mental 
calculations spontaneously or ‘on your feet’. Sustained inability to solve arithmetical problems 
can, over the long term, create decision-making problems as one research finds (Ross, Vallée-
Tourangeau, & Van Herwegen, 2020). Another study finds that men perform better than 
women at making straightforward calculations particularly in the 25-34 age group and better 
than those over 55.63 On the contrary, this study finds females on average scored 48.8% 

63 Jerrim, John, High number of adults unable to do basic mathematical tasks, The Conversation March15, 2018 
https://theconversation.com/high-number-of-adults-unable-to-do-basic-mathematical-tasks-92858 
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calculating correct answers compared to 29.3% on average for males. Overall, at average 
79.2% correct responses, the results indicate a good level of problem-solving skills.  

Table 7. 7  Basic problem solving 

Ref Statement Male Female No answer Total Incorrect 
answers

$25 5.8% 1.9% 0.0% 7.8%
$22 4.7% 3.6% 0.3% 8.6%
$21 26.7% 49.2% 1.1% 76.9%

Not sure 2.2% 4.2% 0.3% 6.7% 23.1%

$45 5.6% 2.0% 0.3% 7.8%
$35 28.9% 51.8% 1.1% 81.8%
$38 1.4% 0.6% 0.0% 2.0%

Not sure 3.4% 4.8% 0.3% 8.4% 18.2%

$2,000 31.4% 48.9% 1.1% 81.4%
$3,000 3.6% 2.8% 0.3% 6.7%
$3,500 1.7% 1.7% 0.3% 3.6%

Not sure 2.8% 5.6% 0.0% 8.3% 18.6%

$850 5.6% 1.4% 0.3% 7.2%
$700 29.2% 51.0% 1.1% 81.3%
$900 1.9% 1.1% 0.3% 3.3%

Not sure 2.8% 5.3% 0.0% 8.1% 18.6%

$9,000 31.2% 46.0% 1.1% 78.3%
$8,000 3.3% 2.5% 0.0% 5.8%
$9,500 1.7% 4.5% 0.6% 6.7%

Not sure 3.3% 5.8% 0.0% 9.2% 21.7%

$2,000 6.7% 3.3% 0.3% 10.3%
$3,000 28.1% 46.1% 1.4% 75.6%
$3,500 1.4% 3.6% 0.0% 5.0%

Not sure 3.3% 5.8% 0.0% 9.2% 24.5%

Q7.12

Q7.7

Q7.8

Q7.9

Q7.10

Q7.11

If you spent $13 on lunch one day but only $8 the next day, how much did you 
spend on lunch over the two days?

If a person pays for goods valued at $165 with four $50 notes, how much change 
would they receive?

If six players won $12,000 in total in a basketball game, how much will each 
player receive? 

If a person takes home $1,400 a month and 50% of this goes on rent, what is the 
balance? 

You are interested in buying a car for $10,000, if the dealer offers you a cash 
discount of 10%, how much will you pay? 

If 20 soccer players each won a prize of $150, what is the total amount paid out in 
prize money? 
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8 INVESTMENT BEHAVIOUR 

8.1 Introduction 
Investing in precious assets, property, and the stock market is a common feature in everyone’s 
wealth creation strategy. While Islamic finance is active in this process, the underlying concern 
however, is compliance with a ‘morals and money paradigm’ and the ‘avoidance’ principle 
(Rosly, 2005). Put simply, these principle subscribe to the legal maxim that says all forms of 
trade and financial practices “…are permissible unless there is a clear injunction to the 
contrary” Kamali (2002, p. 66). This effectively prohibits dabbling in highly speculative 
transactions (maysir), uncertainty with no prospect of delivery or conclusion, moral hazard, 
and deceit (gharar).    

Within these parameters, complying with shariah behaviour quite often pose decision-making 
challenges, especially in the way investors exercise choice and preferences based their own 
knowledge or relying on acquired knowledge (like investment managers). When making 
decisions, behavioural finance says that often people will exhibit behaviour inconsistent with 
rational choice. For instance, investors may display ‘status quo bias’s – a condition that arises 
when people take bigger risks or gambles to maintain their status quo even when that is not 
necessary. Also, to be avoided are conditions of cognitive dissonance which is the mental 
discomfort caused by holding two conflicting beliefs or values (e.g., viewing savings account 
interest as acceptable while at the same accepting its proscription). 

In Islamic finance settings, non-financial attributes such as beliefs and practices do 
influence investment behaviour. It assumes investors are aware of proscriptive practices, 
exercise caution through risk evaluation, and follow simple or sophisticated diversification 
strategies. To the extent these considerations are actively followed in practice, this part of the 
research reports on respondents’ investment behavioural attributes.  

8.2 Key findings 
• Two-thirds (66.2%) agreed/strongly agreed with the statement that investments with

high returns are likely to have higher than average risks
• 60.4% selected diversification as the preferred risk minimisation strategy while a

quarter (26.8%) thought investing money in capital guaranteed products is acceptable
• Only 55.5% considered diversification as moderate/extremely important
• 54.3% favoured investing in property and the stock market
• 50% consider growth as an important element in decision-making
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• Overall, not many understand or are acquainted with the concept of shariah
compliance associated with investments

8.3 Risk comprehension 
Risk is inherent in most investment products and asset classes and diversification is meant to 
mitigate losses arising from risky investment outcomes. Both aspects were raised with 
respondents  

Q8.1 Investments with high returns are likely to have higher than average risks. What is your 
opinion? 

Figure 8. 1   Risk comprehension 

Two-thirds (66.2%) agreed/strongly agreed with this statement. This moderately high 
conceptualisation of risk suggests respondents have a good comprehension of risk/return 
considerations. There is minimal disagreement with this statement (15.4%) although almost 
one-fifth (18.4%) are unsure. When compared to the 66.2% agreement, the responses 
suggest respondents are fairly, though not entirely, familiarity with the concept of gharar. 
Females (40.0%) have a stronger comprehension than males (25.6%).  

Regarding other measures of understanding risk, the following risk reduction strategies 
were put to respondents for consideration.  
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Q8.2 Investing in shares and other assets carries risk – meaning you may lose all your money. 
Some of the ways you can reduce these risks is doing the following… 

Figure 8. 2   Risk reduction strategies 

Very high non-response rates suggest respondents are not familiar with the concept of risk 
either in stock market or other investments. Nevertheless, 60.4% chose diversification as a 
preferred strategy. A quarter (26.8%) selected the 2nd risk mitigation strategy which is also 
an ideal alternative. Surprising, 12.5% considered locking up money as the best risk 
minimisation strategy. Females again, are more likely than males to resort to diversification 
and investing in capital guaranteed products. 

Q8.3 How important do you consider diversifying your funds across different type of 
investments 

Figure 8. 3  Importance of diversification 
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Non-response Response Female Response Male

Not
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all
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important Neutral Moderately
important

Very
important

Extremely
important

Male 0.3% 9.4% 7.8% 6.4% 9.4% 6.1%
Female 0.6% 6.7% 18.1% 11.4% 13.9% 8.3%
Total 0.8% 16.7% 26.9% 17.8% 23.3% 14.4%

Male Female Total
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Some of the ways you can reduce these risks is doing the following… 

Figure 8. 2   Risk reduction strategies 

Very high non-response rates suggest respondents are not familiar with the concept of risk 
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preferred strategy. A quarter (26.8%) selected the 2nd risk mitigation strategy which is also 
an ideal alternative. Surprising, 12.5% considered locking up money as the best risk 
minimisation strategy. Females again, are more likely than males to resort to diversification 
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Over half (55.5%) considered diversification as moderate/extremely important. This implies 
diversification is not fully comprehended as about a quarter (26.9%) were either unsure or 
did not venture a response. Males (21.9%) and females (33.6%) differ on the relative 
importance of diversification though females have a keener appreciation of diversification. 

Q8.4 If you had some money to invest, which of these factors would you consider when 
making a decision? (select the ones you consider appropriate) 

Figure 8. 4  Decision factors 

Non-responses are quite high overall. The most preferred investment destinations are share 
and property (54.3%). Expected returns do not feature very high implying respondents are 
cautious – they are not return seekers. Not many consider market volatility and industry risk 
as important even though property and stock market investment ranks as the highest 
destination.  

Q8.5 You have been working for over 20 years and you now have some money to invest on 
the stock market. According to your understanding of Shariah compliance, which of these 
stocks are prohibited or should be avoided?   

Of the nine stock categories listed in Table 8.1, around 60% correctly identified the three 

prohibited categories (highlighted in red). There seems to be some ambivalence regarding 

shariah compliance related to investing in banks as 40% deem them acceptable. The shariah 
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position of course is that investing non-Islamic ribawi banks is unacceptable because their 
primary revenue is riba-based. Ironically investing in mining, industrial, consumer goods and 
property companies attract the least attention though these are largely shariah complaint 
companies (subject to proper screening).  

Table 8. 1  Investing in Shariah compliant stocks 

Statement Male Female Non-response 
Banks 16.6% 20.5% 61.5% 
Mining companies 4.2% 4.7% 91.1% 
Industrial companies 4.7% 2.5% 92.8% 
Sports betting companies 19.6% 37.1% 42.4% 
Hotels and casino companies 18.6% 40.2% 40.7% 
Insurance companies 9.7% 18.0% 71.7% 
Companies involved with alcohol 20.5% 40.7% 38.0% 
Consumer goods companies 2.5% 3.6% 93.9% 
Property companies 5.0% 5.5% 89.2% 
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Over half (55.5%) considered diversification as moderate/extremely important. This implies 
diversification is not fully comprehended as about a quarter (26.9%) were either unsure or 
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9 FINANCIAL ATTITUDES & BEHAVIOUR 

9.1 Introduction 
This section is divided into two-parts dealing with respondent’s precautionary motives: 

• The first dealing with asset protection and
• The second with money management

Protecting one’s lifetime assets against uncertainties can be challenging and, if found wanting, 
can be financially destabilising in retirement. Such occasions often arise through income loss 
or through income/revenue interruption that may, if not adequately protected, result in 
significant financial losses. People’s financial positions are ‘at risk’ when the cost of insuring 
against possible losses are either put off, postponed, or deliberately avoided because of 
income constraints or cost considerations (such as costly insurance premiums). Australian 
medical insurance is a good example as affordability, driven by premium rises above inflation 
rates over prolonged periods, have adversely impacted disposable income and household 
budgets.64 House, vehicle and other asset insurance add to overall cost imposts on household 
income. Such cost pressures push people to either un-insure or under-insure and where, to 
maintain some semblance of asset protection, people resort to policy downgrade or opt for 
lower insurance cover.65 Yet failure to insure, despite cost pressures, may create lasting effects 
on future financial wellbeing. 

The second part of financial attitudes deals with the way people deal and manage money on 
a day-to-day basis as well as coping with financial stress and other financial impediments. 
How Muslims deal with these circumstances is the focus in this part of the report. 

In relation to both scenarios, conventional insurance is perceived by many as either haram or 
unacceptable. This research acknowledges that, while many Muslims hold such convictions, 
there are others who may not. Respondents’ answers to questions may therefore reflect either 
of these views, while others may have opted for a neutral position.   

64 See Lim (2018, p. 2) Why is health insurance getting more expensive?  For instance, medical insurance premiums 
now constitute 1.6 weeks of pre-tax household income in 2016 relative to 2008.  

65 Over a 15-year period to 2016, the Insurance Council of Australia estimates home insurance have increased by 
8.3% annually while wages have increased by about 3.4% over the same period. Tooth, R., 2015. Analysis of 
Demand for Home and Contents Insurance. Insurance Council of Australia. 
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9.2 Key findings 
• One fifth (19.6%) do not save at all to cover unexpected expenses
• 30% do not insure any asset class at all
• Surprisingly, 35.5% do not have any form of medical or healthcare insurance
• On the other hand, two-thirds (65.2%) save enough every year to tide them over

difficult circumstances
• The 24-44-year age cohort are very cognisant of the need for insurance
• Respondents are very frugal in their spending habits
• almost a third (31.3%) rely on payday loans to meet expenses
• 68.5% are very aware of the adverse effects of building up debt
• those in the <24 age group are very dependent on layby’s, BNPL, payday and other

loans
• those in the 25-34 group are highly dependent on store cards, family, and friendly

loans

9.3 Risk management 
Five scenarios were put to respondents in relation to protecting assets and ensuring money 
is available when unexpected circumstances arise.  

Table 9. 1   Personal insurance 

Statement Never 
Once 
every 3 
years 

Once 
every 2 
years 

Once 
every 
year 

More than 
once a year 

Q9.1 I set money aside for unexpected 
expenses 19.6% 7.0% 8.1% 24.9% 40.3% 

Q9.2 I insure my personal property e.g., 
home, vehicles, and other personal 
possessions 

29.8% 8.6% 10.3% 37.5% 13.9% 

Q9.3 I check that my insurance cover is 
enough 33.1% 9.2% 11.7% 32.1% 14.0% 

Q9.4 I check that my healthcare 
insurance is enough 35.5% 8.4% 9.8% 32.4% 14.0% 

Q9.5 I Check that my life insurance is 
enough 52.4% 6.4% 9.7% 22.0% 9.5% 

One fifth (19.6%) do not save at all to cover unexpected expenses (such as damage to 
property) that may have serious repercussions should such events occur. On the other hand, 
two-thirds (65.2%) save enough every year to tide them over difficult circumstances. 
Regarding all four insurance situations in Table 9.1 one-third or more are un-insured. Perhaps 
a proportion of this un-insurance may be attributed to those who are reluctant to insure 
because of bad experience or who find the costs simply unaffordable.   

56 

Most respondents tend to review their insurance arrangements on a yearly basis. Figure 
9.1 shows that the 24-44-year age cohort are very cognisant of the need for insurance. 
This behaviour fades with age – in other words, as people age, the less likely the 
tendency to insure against asset loss or setting aside money for unanticipated 
expenses. Figure 9.1 graphically illustrates the effect of statements Q9.2 to Q9.5. The 
trend line illustrate insurance habits associated with age.   

Figure 9. 1  Age and setting aside money for unexpected expenses 

9.4 Managing money 
Salaried workers, those on fixed incomes and those in part-time employment face formidable 
challenges managing their financial affairs to maintain reasonable living standards and general 
financial wellbeing. Managing a household budget is stressful when accounting for mortgage 
payments, credit card, pay-day loans, BNPL and other debts. One report66 shows that in 
2020/Q2, 33% of Australians experienced some form of financial hardship, while financial 
anxiety remains high among young people in the 19-29 age group. Within this age cohort, 
payday loans negatively impact financial wellbeing. We asked respondents several questions 

66 NAB Australian Wellbeing Survey Q2 2020, Part 2: Australia’s Financial Wellbeing – Household Financial 
Anxiety, July 2020. Accessed at https://business.nab.com.au/wp-content/uploads/2020/07/NAB-Australian-
Wellbeing-Survey-Q2-2020-Part-2-Financial-Wellbeing.pdf 

Age24 25-34 35-44 45-54 55-64 65+
Never 1.7% 6.2% 6.7% 1.7% 0.3% 1.1%
Once every 3 years 0.3% 2.0% 3.1% 0.8% 0.6% 0.0%
Once every 2 years 1.7% 3.9% 1.1% 0.8% 0.0% 0.0%
Once every year 3.9% 10.4% 6.7% 2.5% 0.8% 0.0%
More than once a year 5.0% 13.4% 9.0% 7.8% 2.0% 0.8%
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related to their experience in managing their money affairs. What follows are their 
responses reported in Table 9.2. 

9.4.1 Money management 
Table 9.2 identifies two precautionary money management streams. 
The first, statements Q9.6 – Q9.11, indicated by the green bars suggest respondents are 
generally conservative when dealing with money matters, with most agreeing or strongly 
agreeing. This preponderance of cautious behaviour is typically associated with frugality and 
conservatism. On average 73.7%, or three quarters, agree with these six statements.  

The second (grey bars) suggest spendthrift or prodigal behaviour. On average 48.2% disagree 
with statements Q9.12, Q9.13 and Q9.14. The responses imply that for this group, neither 
savings nor money management is a priority.  

Table 9. 2  Money management behaviour 

Table 9.3 provides an analysis of the above trends in terms of age behaviour. Positive money 
management may be observed, especially in the 25-34 age cohort. We notice too that as 
people age, this behaviour becomes less of a priority. These trends are consistent with RBA67 
findings on household and income and spending trends.  

67 See Cokis and Mcloughlin, Demographic Trends, Household Finances and Spending, Reserve Bank of Australia, 
Bulletin, March 2020 

Statemen Strongly 
disagree Disagree Undecided Agree Strongly 

agree

7.2% 16.0% 10.5% 49.6% 15.8%

3.6% 6.8% 11.9% 42.1% 34.9%

3.3% 8.9% 8.9% 52.3% 26.0%

4.4% 7.5% 11.1% 37.1% 38.8%

2.2% 9.7% 14.7% 45.1% 28.0%

3.3% 8.0% 14.4% 44.1% 28.5%

19.1% 33.5% 17.2% 21.6% 7.5%

19.9% 33.2% 15.8% 23.3% 6.1%

13.9% 24.9% 21.6% 33.7% 5.5%

Q9.6  Dealing with money is stressful

Q9.11 To manage my personal finances better, I should have a household budget

Q9.12  I should spend my money now rather than save it for the future

Q9.13 I tend to live for today and let tomorrow take care of itself

Q9.14 Money is there to be spent

Q9.7 Before I buy anything, I must carefully consider whether I can afford it

Q9.8  I must look at my financial affairs regularly

Q9.9  I must pay my debts regularly and on time

Q9.10  I must set long-term goals and strive to achieve it

58 

Table 9. 3  Positive money management behaviour with age 

Table 9.4 reports negative money management behaviour associated with loose and prodigal 
spending habits. As in Table 9.3 this is most prevalent in the 25-44 age group. However, a 
26.8% and 26.1% cohort agree/strongly agree with statements Q9.12 and Q9.13 respectively. 
For statement Q9.14, 36.9% express this sentiment and again dominant in the 25-44 age 
group. Whist Tables 9.3 and 9.4 exhibit two extreme behaviour patterns, it is difficult to 
generalise which of these two extremities are pervasive.  

Statement Strongly 
disagree Disagree Undecided Agree Strongly 

agree

Age24 0.3% 2.6% 0.8% 5.9% 2.8%
25-34 2.5% 6.4% 4.7% 15.7% 6.4%
35-44 3.1% 3.0% 2.0% 14.5% 4.2%
45-54 0.8% 3.1% 1.1% 7.5% 1.4%

Age24 0.3% 1.1% 1.7% 5.0% 4.5%
25-34 2.0% 4.2% 4.7% 13.1% 11.7%
35-44 1.1% 1.1% 2.8% 12.9% 8.7%
45-54 0.0% 0.3% 1.1% 5.6% 6.7%

Age24 0.0% 1.7% 1.1% 6.4% 3.3%
25-34 1.9% 3.7% 3.9% 18.1% 8.1%
35-44 1.1% 2.5% 1.4% 14.8% 7.0%
45-54 0.0% 0.3% 1.1% 7.2% 5.0%

Age24 0.3% 1.4% 1.7% 4.8% 4.2%
25-34 2.5% 3.1% 5.0% 12.0% 12.9%
35-44 1.4% 1.7% 2.0% 11.2% 10.6%
45-54 0.3% 0.6% 0.8% 5.4% 6.7%

Age24 0.0% 1.4% 1.7% 6.1% 3.3%
25-34 1.1% 4.7% 5.8% 14.5% 9.7%
35-44 0.8% 1.6% 3.9% 13.6% 6.7%
45-54 0.0% 0.8% 1.1% 6.6% 5.0%

Age24 0.0% 1.4% 2.8% 5.1% 3.4%
25-34 1.7% 4.5% 6.2% 13.8% 9.9%
35-44 1.7% 0.9% 3.1% 14.7% 5.9%
45-54 0.0% 0.3% 1.1% 6.7% 5.6%

Q9.6 Dealing with money is stressful

Q9.7  Before I buy anything, I must carefully consider whether I can afford it

Q9.8  I must look at my financial affairs regularly

Q9.9 I must pay my debts regularly and on time

Q9.10  I must set long-term goals and strive to achieve it

Q9.11  To manage my personal finances better, I should have a household budget
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Table 9. 4  Negative money management behaviour with age 

    

 

9.4.2 Budgeting and planning 
Household budgeting is essential in managing personal finances as this is an important 
element in money management.   

Table 9. 5 Household budgeting 

Statement Never  Sometimes About half 
the time 

Most of the 
time Always 

Q9.15 I follow a weekly or monthly 
budget 8.30% 19.10% 19.90% 28.30% 23.80% 

Q9.16 I keep an eye on my household 
income and expenses 6.10% 11.60% 18.30% 30.20% 32.40% 

Q9.17 I keep receipts and records of 
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corroborates the finding in Q9.11. A very small proportion never follow any form of budgeting. 
Statement Q9.18, however, highlights a disturbing trend where almost a third (31.3%) rely 
on payday loans to meet expenses. The question that follows immediately is: which age 
groups are susceptible to this behaviour?  Figure 9.2 provides the answer which shows this 
tendency is highly prevalent in the 25-34 age group. However, this budgetary behaviour 
gradually tapers off with increase in age.  
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9.4.3  Credit card usage 

Statement Q9.19: Credit cards are a sure way of building up debt 

Figure 9. 3  Credit card debt 

Overall, 68.5% are very aware of the adverse effects of building up debt. Among females 
44.6% agree/strongly agree with this statement.  On this measure, females are twice (1.87) 
as concerned than males with credit card debt. Figure 9.4 indicates debt concerns are most 
prevalent in the early to middle-aged groups.  
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Figure 9. 2 Budgetary behaviour 
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Figure 9. 4  Credit card debt by age 

A Report by ASIC68 highlights the deleterious effects of credit card debt and flow-on problems 
whilst stressing how problematic this issue is. In June 2017 for instance, 1 in 6 Australian 
consumers experienced credit card problems with outstanding balances totalling $45 billion, 
of which $31.7b constituted balances subject to interest charges. In total 1.9 million were 
struggling with their debt.  

Following concerns with credit card usage, respondents were asked several questions related 
to their card usage behaviour. Their responses are mapped in Table 9.6. Over 40% are 
cautious and prefer not to over-extend their usage. A very small proportion (11.6%) rarely 
pay their bills on time while 63.2% pay their bills periodically and on time. One in every four 
(24.9%) rarely check their card statements and this rises to one in two or 49% when 
undecided percentages of respondents are added.   

68 ASIC’s review of Credit Cards accessible at https://download.asic.gov.au/media/4800801/asic-credit-card-
infographic-4-july-2018.pdf 
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Table 9. 6  Credit card usage bill payment behaviour 

9.4.4 Preferred payment methods  
Changes in people’s spending habits, bill payments and debt settlement has ushered in a new 
era of online payments systems. Respondents were asked the following question:  

Q9.29 Which of the following payments and transacting methods do you use? (Select all that 
apply)  

Figure 9. 5 Preferred payment methods 
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Table 9.7 provides an in-depth appreciation of Figure 9.5, in terms of age profiles. 

Table 9. 7   Payment and credit behaviour by age group 

Table 9.7 indicate those in the <24 age group are very dependent on layby’s, BNPL, 
payday and other loans. On the other hand, those in the 25-34 group are highly dependent 
on store cards, family, and friendly loans. Credit and loan financing recede with age because 
of lower discretionary consumption and demand for non-essential goods and services. All six 
cash and bank payment methods are widely used by the 25-44 group. 

There is a strong correlation between credit usage and age. Those in the 24-year-old age 
group are 1.92 or twice likely to use credit instead of cash which then tapers off with age. 
The credit/cash ratio indicates a trend reversal (in red). This suggests older respondents are 
more likely to draw on cash and savings to make payments and settle debts instead of 
resorting to credit.   

9.5 Financial fragility 
People often find themselves unable to cope with financial and economic shocks when these 
occur unexpectedly. Financial fragility occurs when people are either financially ill-prepared or 
do not have enough savings to tide them over lean periods. The extent to which people are 
exposed to such conditions depends on their level of financial well-being and their level of 

Payment method Age24 25-34 35-44 45-54 55-64 65+

EFTPOS 12.2% 32.7% 25.0% 17.9% 4.1% 2.0%
PayPal 13.5% 35.4% 27.6% 14.1% 3.1% 1.0%
Debit cards 13.7% 34.7% 29.5% 12.1% 3.7% 1.1%
ATMs 14.3% 36.0% 26.5% 14.8% 1.6% 3.2%
Direct debit 10.5% 33.1% 30.6% 16.1% 3.2% 1.6%
Bpay 4.5% 28.8% 31.5% 25.2% 3.6% 0.9%
Average      A 11.4% 33.5% 28.3% 16.5% 3.3% 1.6%

Credit cards 10.4% 26.4% 28.3% 22.6% 7.5% 3.8%
Using mobile apps 10.0% 35.0% 30.0% 17.5% 2.5% 0.0%
AfterPay 14.3% 32.1% 28.6% 17.9% 0.0% 3.6%
Store cards 12.5% 50.0% 37.5% 0.0% 0.0% 0.0%
Family loans 6.3% 31.3% 43.8% 12.5% 6.3% 0.0%
Layby 50.0% 16.7% 33.3% 0.0% 0.0% 0.0%
Friendly loans 25.0% 62.5% 12.5% 0.0% 0.0% 0.0%
BNPL 28.6% 28.6% 42.9% 0.0% 0.0% 0.0%
Payday loans 40.0% 40.0% 20.0% 0.0% 0.0% 0.0%
Average      B 21.9% 35.8% 30.8% 7.8% 1.8% 0.8%

Ratio (B/A) 1.92 1.07 1.09 2.12 1.83 2.00

Cash & bank 

Credit & loans 

64 

preparedness, such as relying on savings or accessibility to cash.  Respondents were asked to 
state their financial position.  

Q9.30 My current financial position is… 

Figure 9. 6   Current financial situation 

A majority (59.4%) reported their financial position as between stable or mostly under control 
- behaviour not usually associated with fragility. At the other extreme are 16.9% whose
financial positions are unstable or mostly out of control. Females generally, are more 
financially stable than males.  

As a follow-up, respondents were asked to comment on the following statement, the 
responses to which are set out in Figure 9.7. 

Q9.31 If I had a major loss of Income, I could manage for a...  

Figure 9. 7  Coping with major loss of income 

Stable
Under
control

MOST of the
time

Occasionally
under
control

Unstable
Out of
control

MOST of the
time

Occasionally
out of
control

Male 13.4% 10.1% 1.9% 6.4% 1.9% 5.8%
Female 22.0% 13.9% 4.5% 4.7% 3.9% 9.7%
Total 35.4% 24.0% 6.4% 11.1% 5.8% 15.5%

Male Female Total

A month A week A few days Never manage Don't know
Male 19.7% 8.1% 4.4% 1.4% 5.8%
Female 30.8% 6.4% 6.7% 4.4% 10.6%
Total 50.8% 15.0% 11.7% 5.8% 16.7%

Male Female Total
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Stable
Under
control

MOST of the
time

Occasionally
under
control

Unstable
Out of
control

MOST of the
time

Occasionally
out of
control

Male 13.4% 10.1% 1.9% 6.4% 1.9% 5.8%
Female 22.0% 13.9% 4.5% 4.7% 3.9% 9.7%
Total 35.4% 24.0% 6.4% 11.1% 5.8% 15.5%

Male Female Total

A month A week A few days Never manage Don't know
Male 19.7% 8.1% 4.4% 1.4% 5.8%
Female 30.8% 6.4% 6.7% 4.4% 10.6%
Total 50.8% 15.0% 11.7% 5.8% 16.7%

Male Female Total
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Almost half (47.5%) of the respondents reported to have enough income to cover only 
month’s living expense while the other half reported at most a week or few days. Some barely 
have enough to cope with major income loss.  

To see which age groups are most vulnerable, we turn to Table 9.8. 

Table 9. 8  Age and financial fragility  

Young and middle-aged respondents are most vulnerable reporting they will only manage for 
a week at most. These responses suggest weak savings behaviour.  

Age profiles A month A week A few 
days

Never 
manage

Don't 
know

Age24 5.3% 1.7% 2.8% 0.3% 2.5%
25-34 18.6% 5.8% 3.3% 2.5% 5.6%
35-44 13.6% 4.7% 2.5% 2.2% 3.6%
45-54 7.5% 1.9% 1.7% 0.3% 2.2%
55-64 1.9% 0.3% 0.3% 0.0% 1.1%
65+ 0.6% 0.3% 0.0% 0.6% 0.6%
Total 47.5% 14.7% 10.6% 5.9% 15.6%
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10  FINANCIAL PLANNING & RETIREMENT 

10.1 Introduction 
A formidable body of studies focus on and suggest how future income and financial 
wellbeing in retirement may be achieved. In general, they stress regular savings commencing 
early in one’s working life and, more pointedly, building a portfolio of assets in the 
accumulation phase of lifecycle investing.  It is argued that regular savings plus reinvested 
returns accumulate over time ensuring that in the drawdown (decumulation) phase, there is 
sufficient income to meet expenditure, assure financial comfortability as well as maintaining 
good standards of living. A common strategy in financial planning involves a 
combination of savings, with top-up superannuation contribution over and above 
mandatory contributions.  

For all Australians, the superannuation regime is the most important safety net 
retirement measure, quite apart from age pensions that are means tested. Yet despite these 
measures, future financial stress may arise when revenue streams are insufficient to cover 
pre and post retirement expenses. Those most at risk are people without an own home and 
those whose incomes are affected by job uncertainties, retrenchment and forced retirement. 
A convenient start is to devise a financial plan and to maintain this assiduously and 
diligently, though this may involve sacrificing present consumption.  

With these considerations, the survey sought to examine respondents’ present and 
future financial planning and their views on retirement.   

10.2 Key findings 
• There is medium to strong agreement on the importance of having a long and short

financial plan
• Two thirds (64.8%) never or only occasionally resort to investing in the share market
• A small percentage in 55-64 age group still prefer direct investment in the stock market

(9.0%) and through intermediaries (managed funds 10.5%)
• Managed investments remain a popular asset class for all age groups.
• Most (47.3%) would put their SMSF to use by investing mandatory amounts or more

while one third were not very sure what they would want to do.
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10.3 Long and short-term financial planning 
For an insight on financial their future, respondents were asked to what extent they agreed 
or disagreed with the following: 

Q10.1 It is important to have a short and long-term financial plan 

Table 10. 1  Short and long-term financial planning 

There is generally strong agreement on the need for having a long and short financial plan. 
Three quarter (74.8%) agree on long-term planning with 68.3% agreeing on short term 
planning. A very small group see no value in having any sort of plan.  

10.4 Retirement investing 
In this section interest is centred on how investing in the stock market and in business is 
perceived as retirement strategies by different age cohorts.  

Table 10. 2  Retirement investing within age groups 

Response Strongly 
disagree Disagree Undecided Agree Strongly 

agree

Male 5.6% 2.5% 4.2% 16.4% 10.8%
Female 0.6% 3.6% 7.2% 27.0% 20.6%
Total 6.2% 6.1% 11.4% 43.4% 31.4%

Male 5.6% 3.9% 5.0% 19.2% 5.8%
Female 1.1% 5.5% 8.9% 32.5% 10.8%
Total 6.7% 9.4% 13.9% 51.7% 16.6%

Long-term 

Short-term 

Statement Always Most of 
the time

About half 
the time Sometimes Never

Q10.2  I invest in a portfolio of shares to build up assets for my retirement 
Age24 0.8% 0.8% 1.7% 2.2% 7.0%
25-34 2.5% 2.5% 9.2% 3.6% 18.2%
35-44 3.1% 2.5% 3.1% 3.6% 14.0%
45-54 1.7% 0.6% 0.6% 2.8% 8.1%
55-64 0.3% 0.0% 0.0% 0.8% 2.5%
65+ 0.0% 0.0% 0.0% 0.6% 1.4%
Total 8.4% 6.4% 14.6% 13.6% 51.2%
Q10.3   I use business profit sharing to start saving for retirement 
Age24 0.8% 0.3% 2.0% 5.0% 4.5%
25-34 3.1% 2.8% 5.6% 6.7% 17.6%
35-44 3.1% 2.2% 2.2% 5.3% 14.0%
45-54 0.6% 0.6% 0.8% 3.1% 8.7%
55-64 0.6% 0.0% 0.0% 0.8% 2.2%
65+ 0.0% 0.0% 0.3% 0.3% 1.4%
Total 8.2% 5.9% 10.9% 21.2% 48.4%
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Respondents in all age groups are neither active nor well-disposed to investing in the share 
market as a retirement strategy. At 14.8%, active stock market participation is relatively low. 
Two thirds (64.8%) never or only occasionally resort to investing in the share market. These 
trends are very distant from most superannuation and investment funds strategies who 
recommend balanced equity holdings as a means of asset diversification.    

Statement Q10.3 is prompted by the observation that Islamic finance encourages active 
participation in business either alone or in partnership (through musharaka and mudaraba 
models). Hence, the Islamic preference for profit sharing ventures since business stimulates 
economic activity while idle money does not. However, even with these models, half (48.4%) 
respondents (24-45 cohort) do not view this as a savings vehicle for the future. Further, it is 
difficult to reconcile respondents’ strong long-term planning desire displayed in Table 10.1 
with their stated investment preferences in Table 10.2.  

What follows from these observations is to determine the asset classes respondents are most 
interested and likely to invest in.  

Q10.4 Which of these products would you invest in to build up a retirement nest egg?  

Figure 10. 1 Asset preferences for retirement  

Most respondents are unaware of the multitude of different asset classes available to invest 
in. The non-response rates indicate the bottom five assets are the ones least understood. 
Figure 10.1 also suggests respondents are risk and debt averse – they prefer to keep money 
in risk-free savings accounts and paying off their mortgages. The safe option of putting extra 
money in superannuation funds is also not preferred. Non-responses also imply that the 
greater the sophistication of assets classes, the less likelihood of funds being committed to 
such assets.  
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Viewed in terms of age profiles, Table 10.3 shows investment patterns in all asset classes 
receding with age. However, those in the 55-64 age group still prefer direct investment in the 
stock market (9.0%) and through intermediaries (managed funds 10.5%). While managed 
investments remain a popular asset class for all age groups, EFF’s are the most popular asset 
preference for those in the accumulation phase of their life cycle strategies.  Interestingly, 
25.8% of youths show a keen interest investing in sukuks (Islamic bonds).    

Table 10. 3  Asset investment by age profile 

10.5 Retirement planning using self-managed superannuation funds (SMSF) 

Many, but not the majority, use SMSF funds to build up asset portfolios for retirement. 
Those that do, need to make important decisions on how much to contribute to the 
fund in the accumulation phase of their life cycle, and how best to invest those funds. 
With increasing regulatory oversight and tax office compliance, many SMSF managers prefer 
to either leave the administrative aspects to professional managers or, as recent research 
finds, to simply roll over the fund assets into larger (mainly industry) funds.  The following 
scenario was put to respondents. 

Q10.5 If you have a self-managed superannuation fund (SMSF), what are you likely to do 
with it for the future?  

Table 10. 4  Self-managed superannuation funds 

Most (47.3%) would put their SMSF to use by investing mandatory amounts or more while 
one third were not very sure what they would want to do. A very small proportion think 
handing over their SMSF administration to a professional manager is a more likely option.    

Asset type Age <24 25-34 35-44 45-54 55-64 65+
Save money in a bank account 16.0% 35.4% 24.9% 13.8% 2.8% 2.2%
Put extra money into superannuation 13.5% 30.8% 26.0% 17.3% 3.8% 1.0%
Pay off mortgage as quickly as possible 6.9% 37.3% 22.5% 19.6% 4.9% 3.9%
Invest in shares/stocks and bonds 13.7% 27.4% 27.4% 20.5% 9.0% 1.4%
Term Deposits 13.8% 29.2% 29.2% 15.4% 4.6% 6.2%
Managed/Investment funds 2.6% 28.9% 31.1% 21.1% 10.5% 0.0%
Sukuks or Islamic bonds 25.8% 38.7% 22.6% 3.2% 6.5% 0.0%
Exchange traded Funds (ETFs) 5.3% 57.9% 15.8% 21.1% 0.0% 0.0%

Statement Male Female Total
Just put in the compulsory contributions 7.3% 8.1% 15.4%
Put more money in the super 12.6% 19.0% 31.9%
Use the super to lower your tax bill 5.9% 5.0% 11.5%
Not sure 10.4% 22.4% 33.3%
Hand over the fund to a professional manager 3.6% 3.9% 7.8%
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11   STAYING INFORMED on FINANCIAL MATTERS 
 

11.1 Introduction 
 

Financial literacy research indicates most people do not possess comprehensive financial 
understandings of all their financial affairs. Hence, staying informed has become imperative 
in asset management, decision-making and seeking out new investment opportunities. In this 
process, some may lean on family members and friends for advice or, draw on learning 
experiences, while others may prefer consulting professional, industry, or internet sources to 
update their knowledge and staying informed. For whatever reasons, in an ever-expanding 
digital world, the myriad of financial products and services now available require increasing 
levels of financial literacy and sophistication to cope with money management and investing. 
By not staying informed nor keeping abreast of developments, exposes many to unsavoury, 
deceptive, and often fraudulent financial advice and dodgy practices. As counter measures, 
the Australian financial regulator ASIC has developed a handy online financial literacy 
compendium called ‘MoneySmart’. The service is aimed at providing children, adults, 
consumers, and investors basic financial information and developing their financial literacy 
skills. Included in this program are easy-to-understand case studies, calculators, and tools to 
assist in understanding issues such as borrowing, mortgages, credit cards and buy-now-pay-
later credit, superannuation and retirement issues, savings, investing and alerts on financial 
scams.  

To the extent many are ill informed or prefer not to stay informed, this research sought to 
examine respondents’ understanding of where and, how they access information to stay 
informed and to make informed decisions.    

 

11.2 Key findings 
• Three quarters (73.9%) of respondents never, or only sometimes accessed financial 

information from the listed sources as a means of enhancing their financial knowledge 
and staying informed on matters financial. 

• Only one-fifth (21.5%) make use of the internet always or most of the time to stay 
informed 

• Family and friends remain the trusted sources though one-third (33.6%) do not think 
so 

• Accountants and bank managers are the second most sought-after financial advisors. 
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11.3 Accessing information 
One way of enhancing financial knowledge is by actively seeking out information through print 
and online content, webinars, publications, direct marketing and in some cases, investment 
letters accessible in the public domain. These sources, though unique and varying in authority, 
reliability, and content, are available to people of all ages, groups as methods of furthering 
education. However, many may present biased or slanted views to attract custom, while 
others may be downright opportunistic, fraudulent, misleading, and deceptive. To examine 
how respondents stay informed, we asked the following question:    

Q11.1 How often do you use the following sources of financial information? 

Table 11. 1 Sources of accessing financial information 

 
Three quarters (73.9%) never, or only sometimes accessed financial information from the 
listed sources as a means of enhancing their financial knowledge and staying informed on 
matters financial. Though the internet remains the primary source of information, the ranking 
order shows that it too is never or only sometimes accessed one-third (31.6%) of the time. 
Only one-fifth (21.5%) make use of the internet always or most of the time to stay informed. 
These low rates of accessing financial information explain why financial illiteracy remains a 
perennial problem for many.     

Panel B provides a different perspective. Almost half of all females (48.2%) and a quarter of 
all males (25.6%) never or rarely stay financially informed. Females it seems, are twice as 
unlikely than males in accessing financial information.     

If respondents don’t stay informed as a means of self-education, who then do they turn to 
when seeking financial advice?  Hence the question:  

 

 

Source of information Never Sometimes About half 
the time

Most of the 
time Always

Panel A
Finance seminars 56.3% 21.0% 11.8% 7.8% 3.1%
Investment letters 52.5% 25.0% 9.8% 8.7% 3.9%
Community organisation publications 47.1% 26.7% 12.3% 10.3% 3.6%
Finance industry publications 45.3% 28.5% 11.7% 10.6% 3.9%
Books/publications 44.1% 30.1% 13.5% 8.1% 4.2%
Government publications 43.7% 31.4% 9.8% 12.3% 2.8%
Financial sections of newspapers/magazines 43.6% 32.2% 8.9% 9.4% 5.8%
Internet finance sites 31.3% 31.6% 15.6% 15.4% 6.1%
Panel B
Male 13.9% 11.7% 6.5% 5.1% 2.3%
Female 32.2% 16.0% 4.7% 4.6% 1.4%
Total 46.1% 27.8% 11.2% 9.7% 3.7%
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Q10.2 When seeking financial advice, I often make use of the following [people/advisors] 

Table 11.2 reports how little respondents engage with advisors and third parties when seeking 
financial advice. The rankings indicate family and friends remain the trusted sources though 
one-third (33.6%) don’t think so. Accountants and bank managers are the second most 
sought-after financial advisors. Stock and insurance brokers remain the least favoured sources 
for advice. 

Panel B indicates that females are more disinclined to seek advice.   
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11.3 Accessing information 
One way of enhancing financial knowledge is by actively seeking out information through print 
and online content, webinars, publications, direct marketing and in some cases, investment 
letters accessible in the public domain. These sources, though unique and varying in authority, 
reliability, and content, are available to people of all ages, groups as methods of furthering 
education. However, many may present biased or slanted views to attract custom, while 
others may be downright opportunistic, fraudulent, misleading, and deceptive. To examine 
how respondents stay informed, we asked the following question:    

Q11.1 How often do you use the following sources of financial information? 

Table 11. 1 Sources of accessing financial information 
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Arabic word or expression Meaning  
fiqh Concerned with the knowledge of the detailed rules of Islamic 

law from its various branches  
usul al-fiqh Islamic corpus juris Concerned with the methods that are 

applied in the deduction of such rules from their sources, its 
roots and methodology 

musharakah Equal profit-sharing partnership or financial arrangement 
mudarabah Form of managed partnership – with active and silent partners 
musharakah mutanaqisah Diminishing partnership 
halal Permissible 
haram Prohibited 
sunnah Deeds and actions of the Prophet Muhammad  
shari’ah Corpus of Islamic law 
riba Interest or usury 
gharar The prohibition of excessive uncertainty 
sukuk Shari’ah compliant bonds 
wakala Agency arrangement 
bai-bithaman-ajil – BBA Sale with deferred payments 
al-ijara thumma al-bai Contract of lease ending with sale 
al-ijarah muntahiya bittamlik Contract of lease ending with ownership 
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