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Abstract:

The study aimed to design and conceptualize a comprehensive model for the pricing of Islamic securities within Iran’s financial
system based on Shariah principles. This developmental-applied research employed a mixed-methods approach. The
qualitative phase utilized grounded theory through semi-structured interviews with 19 experts in accounting, jurisprudence,
and Islamic finance. Data were analyzed using MAXQDA software through open, axial, and selective coding. In the quantitative
phase, 14 specialists participated in Delphi rounds to validate and prioritize indicators, and structural equation modeling was
performed using SmartPLS. The results identified five key causal factors influencing Islamic securities pricing: business
management, governance attitudes, regulations, banking system management, and time factor. Economic conditions,
misdirected investment policies, cost system inefficiencies, and state-dominated economy served as contextual elements.
Intervening variables included currency mismanagement, existence of “dirty money,” and banks’ non-banking activities.
Strategic recommendations emphasized federalizing the banking system, promoting private Islamic banking, and establishing
Shariah-based supervisory infrastructure. Consequences included enhanced social justice and improvement of national and
macroeconomic indicators. Delphi analysis further highlighted “attention to the Islamic economy” as the top priority, while
“national income” and “regional-Islamic cohesion” were decisive determinants in Islamic securities pricing. The study
concluded that developing a Shariah-based Islamic securities pricing model can enhance financial transparency, promote
distributive justice, strengthen the Islamic capital market, and foster regional economic integration toward an interest-free
financial system.
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Extended Abstract

Introduction

Over the past few decades, Islamic finance has evolved into one of the most rapidly growing segments of the global
financial system, establishing a comprehensive framework aligned with Shariah principles and moral economy. This system,
rooted in the values of justice, risk-sharing, and prohibition of interest (riba), has inspired the development of Islamic financial
instruments such as sukuk (Islamic securities), which serve as alternatives to conventional debt-based bonds (Mousavian,
2007). The growth of independent Islamic capital markets has created an opportunity to channel investments toward
productive sectors while maintaining compliance with ethical and religious standards (Sulaiman, 2001). Consequently, the
issue of pricing Islamic securities has emerged as one of the central challenges in ensuring efficiency, transparency, and
legitimacy within Shariah-based markets.

Islamic accounting and finance are not merely replications of conventional systems but reflect a distinct worldview derived
from Islamic jurisprudence and ethical principles. According to (Pourheidari, 2004), Islamic accounting differs from
conventional frameworks in its emphasis on social accountability, fairness in resource distribution, and adherence to religious
obligations. As such, the valuation and pricing of Islamic securities must consider not only market dynamics but also moral
dimensions and the objectives of Shariah (magasid al-shariah). This aligns with the conceptual framework proposed by
(Gholami Jamkarani et al., 2013), which emphasizes that financial reporting and valuation in Islamic contexts should reflect
accountability to both stakeholders and God, thereby ensuring that economic activities serve societal welfare.

In recent years, multiple studies have highlighted the significance of context-based and Shariah-compliant pricing
mechanisms. For instance, (Zakerinia & Habibollahi, 2016) proposed a pricing model for Islamic Treasury bills based on the
structure of securitized assets, showing that economic context, asset structure, and market behavior collectively determine
the fair value of Islamic financial instruments. Similarly, (Nazarpour & Khazaei, 2012) argued that the development of Istisna’
sukuk within the Iranian market could provide an efficient mechanism for financing without resorting to interest-based
instruments.

However, challenges such as the dominance of state-controlled banking systems, lack of transparency, and weak cost-
accounting structures remain major obstacles in Islamic markets, particularly in Iran. According to (Askari et al., 2023), credit
risk mismanagement and government overregulation hinder the efficiency of Islamic financial instruments. Furthermore,
behavioral and ethical dimensions also play a critical role in Islamic pricing. (Kilic & Canakci, 2020) highlighted that behavioral
biases—such as overconfidence, speculation, and herd behavior—can distort pricing mechanisms, but Islamic values
emphasizing moderation and accountability can help mitigate these effects.

At the macroeconomic level, global volatility, inflation, and monetary instability have added complexity to Islamic
securities valuation. Recent evidence indicates that global risk factors significantly influence Islamic markets, yet their impact
tends to be less severe due to ethical and structural safeguards. (Kazak et al., 2024) demonstrated that Islamic stock markets
exhibit greater resilience to systemic shocks compared to conventional ones, while (Sakariyahu et al., 2024) found that
investor sentiment in Shariah-compliant markets tends to be less susceptible to speculative noise, resulting in more stable
asset pricing. Similarly, empirical studies by (Al Hashfi & Naufa, 2021) and (Keshavarz et al., 2022) confirmed that Islamic

equities are less exposed to sentiment-driven mispricing than non-Islamic equities, owing to the stabilizing effects of Shariah

governance and moral investment filters.
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In addition to behavioral and macroeconomic dimensions, cultural and institutional factors play an equally important role.
Research by (Dayanti Dilami et al., 2016) and (Kalmatian et al., 2013) emphasized that Islamic accounting and finance must
incorporate cultural values and lifestyle patterns consistent with Islamic teachings. These studies suggest that aligning
accounting frameworks and valuation methods with Islamic ethics can enhance the authenticity and credibility of financial
systems in Muslim societies.

Furthermore, empirical studies in the Iranian context indicate that local economic conditions—such as state-owned
financial dominance, inflationary pressure, and inadequate regulatory frameworks—necessitate the formulation of a
localized model for Islamic securities pricing (Karimi et al., 2024). This observation is consistent with (Mazaheri & Lashgari
Younesi, 2018), who argued that the transferability and legitimacy of Islamic securities in financial markets depend heavily
on the establishment of transparent regulatory mechanisms grounded in Islamic jurisprudence. Finally, emerging
econometric evidence by (Afshin Seyed Mohammad et al., 2025) underscores the importance of integrating composite
behavioral and financial variables in predicting stock return components, which can also enhance Islamic securities pricing
models.

In summary, the literature reveals a multidimensional gap in the existing understanding of Islamic securities pricing: a lack
of integration among economic, behavioral, ethical, and institutional factors. Addressing this gap requires a comprehensive
and context-sensitive model that not only meets the demands of Islamic jurisprudence but also enhances the operational
efficiency of Islamic financial markets. The aim of this study was therefore to design and validate a comprehensive model for
pricing Islamic securities in Iran, based on Shariah-compliant principles using a mixed-method approach.

Methods and Materials

This research adopted a developmental-applied design using a mixed-methods approach combining qualitative and
guantitative phases. In the qualitative stage, the grounded theory methodology was applied to explore and conceptualize the
underlying structure of Islamic securities pricing. Semi-structured interviews were conducted with 19 academic and
professional experts in Islamic accounting, jurisprudence, and financial management. Data were analyzed through open, axial,
and selective coding using MAXQDA software, following the Strauss and Corbin paradigm.

The quantitative stage employed the Delphi technique to refine and validate the conceptual model derived from the
qualitative phase. A panel of 14 experts participated in three Delphi rounds to assess and prioritize the identified indicators.
Kendall’s coefficient of concordance was used to measure consensus levels among participants, and reliability was tested
using Cronbach’s alpha. Finally, structural equation modeling (SEM) with SmartPLS software was used to test the relationships
among the latent variables and validate the model’s internal consistency and predictive relevance.

Findings

The results from the grounded theory analysis revealed five key causal conditions influencing Islamic securities pricing: (1)
business management, (2) governance attitudes, (3) regulatory environment, (4) banking system management, and (5) the
time factor. These dimensions represent the fundamental drivers of value determination within Islamic financial systems.

The contextual conditions included macroeconomic factors such as inflation, recession, state control over the economy,
and deficiencies in cost-accounting systems. The intervening conditions identified were currency mismanagement, the
presence of “dirty money,” and bank-based corporate ownership, all of which distort the transparency and legitimacy of

financial activities.
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The study identified several strategic solutions to improve the pricing process: federalization of the banking system,
expansion of private Islamic banking, and establishment of Shariah-based supervisory infrastructure. Implementation of these
strategies was found to lead to positive outcomes including enhanced social justice, macroeconomic stability, and growth of
national investment capacity.

In the Delphi analysis, the indicator “attention to the Islamic economy” ranked highest in importance, followed by
“national income” and “regional—-Islamic cohesion.” Overall, 41 validated indicators were retained with strong agreement
among experts (Kendall’s W > 0.85), confirming their relevance and robustness. Structural equation modeling further
demonstrated that all identified factors—causal, contextual, and strategic—had significant and positive effects on Islamic
securities pricing, supporting the theoretical model proposed in this study.

Discussion and Conclusion

The findings of this research demonstrate that Islamic securities pricing is not merely a financial mechanism but a
multidimensional system integrating moral, institutional, and behavioral foundations. The significant influence of business
management, regulatory transparency, and banking governance underscores that the efficiency of Islamic pricing is deeply
rooted in institutional reform and adherence to Islamic ethical norms. The results affirm that without proper alignment
between Shariah governance and financial decision-making, market mechanisms risk deviating from their intended justice-
oriented framework.

Moreover, the identification of contextual factors such as inflation, weak cost-accounting structures, and government
intervention highlights the macroeconomic vulnerabilities inherent in developing Islamic economies. These conditions
necessitate the implementation of adaptive policies that integrate Islamic principles with modern economic realities.
Similarly, the role of intervening variables—such as currency mismanagement and banking misconduct—suggests that
strengthening financial integrity and transparency is vital for the sustainable functioning of Islamic securities markets.

From a theoretical perspective, the results contribute to the ongoing discourse on the integration of ethics and economics.
The proposed model bridges the gap between Islamic jurisprudence and financial pragmatism by illustrating how moral
constraints can coexist with market efficiency. By anchoring pricing mechanisms in Shariah principles, the model enhances
both the ethical legitimacy and economic viability of Islamic finance. Furthermore, the emphasis on governance attitudes and
institutional accountability reaffirms the moral responsibility of decision-makers in fostering equitable financial systems.

The study also demonstrates the role of Islamic behavioral finance in stabilizing markets. The moral filters inherent in
Islamic finance—such as prohibitions on speculation and excessive risk-taking—serve to mitigate investor sentiment bias,
leading to greater market stability. This finding aligns with the global evidence that Islamic markets are less prone to
speculative bubbles and behavioral anomalies, reinforcing the notion that ethical investment principles contribute to
economic resilience.

In the context of Iran, the study underscores the need for structural transformation in the banking and financial sectors.
The recommendation to federalize banking institutions aims to decentralize authority, promote accountability, and reduce
political interference. Similarly, the expansion of private Islamic banking could enhance competitiveness and innovation in
financial product design. Implementing a Shariah-based supervisory framework would further ensure compliance and

transparency, fostering investor trust and market credibility.
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At the practical level, the study provides a roadmap for policymakers and financial institutions to align their operations
with Islamic ethical standards while improving efficiency. By incorporating the identified factors and strategies, regulators
can enhance the robustness of Islamic capital markets and reduce systemic vulnerabilities.

In conclusion, the proposed Shariah-based model for Islamic securities pricing offers both theoretical and practical
contributions to the field of Islamic finance. It integrates ethical principles with modern valuation methodologies, ensuring
justice, transparency, and stability in financial markets. The model not only addresses the structural and behavioral
deficiencies observed in current systems but also lays the foundation for developing a more equitable and resilient Islamic
financial architecture. Ultimately, the adoption of such a model has the potential to strengthen the link between economic
activity and moral responsibility, advancing both financial inclusion and social justice within the broader Islamic economic
framework.
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