
UN1VERS1T1 TEKNOLOGI MARA 
CAWANGAN KELANTAN 

CUSTOMERS' PREFERENCES TOWARDS ISLAMIC BANKING 

A STUDY IN KELANTAN 

WAN JASMINI BINTI WAN NGAH @ W.YAHYA 
2002318405 

BACHELOR OF BUSINESS ADMINISTRATION WITH HONOURS (FINANCE) 
FACULTY OF BUSINESS MANAGEMENT 

UNIVERSITI TEKNOLOGI MARA 
MACHANG CAMPUS 

KELANTAN 

MARCH 2005 

1 



LETTER OF TRANSMITTAL 

20 MARCH 2005 

Associate Prof. Tuan Haji Sapiai Bin Abdul Rahman 

Bachelor of Business Administration with Honours (Finance) 

Faculty of Business Managemant 

Universiti Teknologi MARA 

18500 Machang 

Kelantan Darul Nairn. 

Dear Sir, 

SUBMISSION OF PROJECT PAPER (FIN 660) 

I, Wan Jasmini Bt Wan Ngah @ W.Yahya, ID Number 2002318405, hereby submit the 

project paper entitled "Customers' Preferences Towards Islamic Banking: A Study 

in Kelantan". 

Hence, I hope that the research will meet your requirement. All your cooperation in 

assisting and viewing of this project paper is highly appreciated. 

Thank you. 

Yours faithfully, 

(WAN jWSMWl BT WAN NGAH @ W.YAHYA) 

2002318405 

Bachelor of Business Administration with Honors (Finance) 

u 



PerpustaKaan Tengku Anis 
Untversiti Teknotogi MARA 

KELAMTAN 

ACKNOWLEDGEMENTS 

"In the name of Allah the Most Gracious, the Most Merciful" 

Glory to Allah S W T, the Most Gracious, the Most Merciful and peace is upon His 

messenger Holy Prophet Muhammad S A W All the worship belongs to Allah I seek 

refuge to Allah from wickedness within and from the evils deeds I also praise to Allah 

S W.T for giving me courage, time and knowledge in completing this project paper 

First and foremost, I would like to thank my respectable advisor, Puan Nik Maheran Bt 

Nik Muhammad who has made a significant contribution and provided me extremely 

useful comments at all stages in doing this project paper. 

I also like to express my appreciations to Encik Mohd Anuar bin Mat Junoh (BIMB, 

Machang Branch) and Encik Abdul Malik bin Zainal Abidin (Bank Rakyat) for their 

cooperation and information. To all respondents that willing to give cooperation in 

answering my questionnaires, I really appreciate it. 

My special thanks also goes to my lovely parents, my siblings and friends who have 

been very supportive in encouraging me to complete this project paper. 

Thank you everybody 

i\ 



TABLE OF CONTENTS 

PerpustaKaan Tengku Ams 
Universiti Teknologi MARA 

KELANTAN 

PAGES 

TITLE PAGE 

LETTER OF TRANSMITTAL 

DECLARATION OF ORIGINAL WORK 

ACKNOWLEDGEMENTS 

TABLE OF CONTENTS 

LIST OF TABLES 

LIST OF FIGURES 

LIST OF ABBREVIATIONS 

ABSTRACT 

i 

il 

in 

IV 

V 

ix 

xi 

xii 

xiii 

CHAPTER 1 INTRODUCTION 

1.0 Introduction 

1.1 History of Islamic Banking 

1.2 History of Islamic Banking in Malaysia 

1.3 Differences between Islamic Banking and Conventional banking 

1.4 Islamic Banking Products 

1.4.1 Wadiah Yad Dhamanah 

1.4.2 Al-Mudharabah 

1.4.3 Al-Musyarakah 

1.4.4 Al-Murabahah 

1.4.5 Al-Bai Bithaman Ajil 

1.4.6 Al-ljarah 

1.5 Problem Statement 

1.6 Objectives 

1.7 Definition of Terms 

1.8 Hypotheses 

19 Scope of Study 

110 Significance of Study 

1.11 Limitations of the Study 

1.12 Conclusion 

6 

7 

7 

8 

9 

10 

11 

12 



Perpustaxaan lcngku Am 
Universiti Teknologi MAR 

KEIANTAN 

ABSTRACT 

This study is about customer preferences toward Islamic banking system in Kelantan 

The purpose of this study is to find out the factors that influence the customer choice and 

their acceptance of Islamic banking. Numerous studies have been conducted in other 

countries but none to my knowledge was conducted in Kelantan Those authors pointed 

out the influencing factors of customer preferences and the most significant are services 

offered, availability of the bank and also image of the bank itself. Primary data used in 

order to gather the information needed and secondary data also used as a guideline. 

Questionnaires been distributed to the selected respondents and this conducted in 

Machang. After all the primary data been analyzed, it is proven that services offered and 

image of the bank are significant to the customer preferences and have positive 

relationship in influencing customer preferences. In the other hand, the availability of the 

bank does not play an important role in this study and have a negative relationship to the 

customer preferences. This occur because of majority of customer stress on the services 

offered and the image of the bank itself but they do not feel that availability of the bank 

influence them. Based on the study, it is recommend that services offered by the bank 

should be improved and also the image of the Islamic bank. This is important because it 

can attract more bank customers especially Muslims prefer Islamic banking system in 

the future. Instead of that, the result shown that the major reason that customer did not 

choose Islamic banking because of they have less knowledge about Islamic banking. 
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