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Abstract: This study analyzes the United Kingdom’s (UK) role in developing
the Islamic financial industry and its impact on financial stability. The research
explores the UK’s regulatory framework, market growth, and integration of Islamic
finance with conventional banking. Findings indicate that government support, a
flexible regulatory approach, and strong financial infrastructure have positioned the
UK as a leading Islamic finance hub. Islamic financial instruments, such as sukuk
and Sharia-compliant banking, contribute to stability by promoting risk-sharing and
reducing speculation. The UK’s experience provides a model for other non-
Muslim-majority countries seeking to enhance financial inclusion and resilience
through Islamic finance.
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