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		Islamic finance is a relatively new business segment, however, shown promising results so far. In addition to banking services, Islamic finance has started penetrating in other sectors including capital market and insurance. This study is conducted to evaluate a newly emerging Takaful sector in Pakistani market. The study covers an overview of insurance sector including Takaful; Comparative financial analysis of Takaful industry with conventional insurance; an insight into the accounting and legal framework for Takaful; A customer survey to document the perception about Takaful business; an insight and documentation of challenges to Takaful operations. Findings suggest Takaful business has low market share, although growing at a faster pace. Also, financial performance is poor, although the potential is very high as depicted by healthy growth. The reasonably good regulatory framework is in place. Market sentiments are very positive about Takaful insurance in Pakistan. 
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