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ABSTRACT

The objective of the study is to examine the possible impact of Islamic banks (IBs) on industrial
production capacity in comparison with the conventional banking sector. The study is based on
the case of Turkey and the impact of trade credits provided by the conventional and IB sectors
on selected industrial production volume indices between 2005Q1 and 2022Q4 is analyzed using
the Fourier Quantile Granger Causality Test. The results of the empirical analysis clearly reveal
that there is a mutual causality relationship between the conventional banking sector and the
sectoral indices analyzed in the study. When the situation in terms of Islamic banking is
evaluated, it is determined that its power to influence the real sector has not yet been established.
However, there is a causality from the real sectors to Islamic banking and the relevant real sectors
serve the development of the Islamic banking sector. The results of the study show that the field
of IB in Turkey is still in its infancy and has not yet had the expected impact. The findings of
the study also suggest that real sector support is needed in the early stages of IB development.
As seen in the literature reviewed in this study, the developing field of IB is likely to have a
positive impact on the volume of industrial production in the future. For all these reasons, it is
recommended that policymakers make the necessary arrangements for the development of the
IB field.
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