| UNIVERSITY OF MANAGEMENT AND TECHNOLOGY |UMT |

Islamic House Financing in Pakistan: A Demand Analysis

Submitted to
School of Business and Economics
in Partial Fulfillment of the Requirements
for the Degree of
MASTERS OF SCIENCE in Finance

by

Muhammad Mansoor Javed - 110196011

April, 2014



The Thesis titled

“ISLAMIC HOUSE FINANCING:
A DEMAND ANALYSIS®

Fy

Mr. Muhammad Mansoor Javed
[V #1101 o0k |

Bt Do exarmined by e noderepngd ponel of cxamisers amd b e eivod il appioval S
necepuance i pantial falfilloseat o the dejgios of
MS (Finanece)

Disted: §0™ May, 2014

Mr. Mubhammad Mahmosid Shab Klan Mr. Haris Aslam
‘iup:n‘im L Bupervia
AualEmin) Pafessor, SBE Jssrstani Pridlessor, SEL
LI miyersity oof Aonageses snd Technabings Unbveiaity o Masaewmnmd i Techndilogs
k .4
I, L
'.|l—".."
L, Phafie Bobudil Abmmed
Expemnl Exaimkiner
Eairmomics [epanimen,

Mamiah University

N

w

Mr. Alsdul Haifisy Dr. Rukbsxss Kabeos

o0, Finance Db

Bihaal ol Bsiness & Focaomilos g bowl oif Hiipereces & Fovsrmmics
University iof Masiageinenl & Tocbaology Ulniveruity of Managemens & Technodogy

School of Business and Economies
University of Managemeni and Technology



DEDICATED
To

My Parents



DECLARATION

I hereby declare that the work entitled “Islamic House Financing: A demand analysis” is
my own work and no part of this dissertation has been copied from any other source

except where explicit acknowledgement is made in the text.

Muhammad Mansoor Javed
30 April 2014
Faisalabad.



ABSTRACT

This study analyzes the demand for house financing offered by Islamic banks by
exploring the nature of demand as well as highlighting its major determinant. The paper
also strives to find out the level of knowledge of people regarding Islamic financing,
factors encourage them to buy their own house, their perception of Islamic house
financing and finally those features which influence customers’ decisions relating to the

selection of finance provider.

The population of the study is residents of Lahore who intend to buy their own house
within next three years. A survey has been conducted using convenient sampling

technique taking a sample size of 300 respondents. The response rate of survey is 81%.

The study found that nature of demand for house financing offered by Islamic banks is
conventional. Later, logistic regression has been applied to find out the affect of
knowledge, quality of service and sincerity with religion on such demand. The results
indicate that religious factor and knowledge affect the demand for Islamic house
financing negatively whereas quality of service affect such demand positively. However,
only the affect of quality of service on demand is statistically significant. On the other
hand, study found that people have general knowledge of Islamic financing but they do
not have specific knowledge of Islamic house financing. Further, male respondents have
higher knowledge than the knowledge of female respondents. Moreover, people with
higher qualification have higher knowledge. Income rise is the most important factor
which encourages people to buy their own house. It is also found that people perceive
Islamic house financing similar to conventional house financing. Finally, the survey also
highlight that the cost of service is the most important criterion used by the potential

clients to select their finance provider.

Key words: Islamic house financing, conventional demand, quality of service, religious

factor.
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