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ABSTRACT

In this study, we have tried to address a very important issue related to the impact of the
Basel 111 liquidity standards on the profitability of Islamic banks. Liquidity and profitability are
two conflicting objectives pursued by different banks. Our study was limited to a group of Saudi
Islamic banks during the period 2012-2018. , And to be familiar with this subject was raised the
following problem: Is there an impact of the application of Basel Il liquidity standards on the
profitability of Islamic banks? Targeting the following points:
- Identify and highlight indicators of measuring profitability in Islamic banks;
- knowing the extent to which Basel 111 takes into account the specificities of Islamic banks when
designing new liquidity standards;
- Know the efforts made by the Islamic Financial Services Council to facilitate the application of

liquidity standards in accordance with Basel Il in Islamic banks and in accordance with their
specificities;
- Knowledge and analysis of the impact of the application of Basel Il liquidity standards on the

rate of return on equity of Saudi Islamic banks under study;

- Knowledge and analysis of the impact of the application of Basel Il liquidity standards on the
rate of return on assets of the Saudi Islamic banks under study.

By addressing the subject of the study, the following results were obtained:

- To measure profitability in Islamic banks, the same indicators used in conventional banks are
used, in addition to the rate of return on investment accounts participating in profit;

- Basel 3 does not take into account the specificity of Islamic banks, as it did not consider them
when designing new liquidity standards.

- In line with Basel 111 and taking into account the specificities and nature of Islamic banks, the
Islamic Financial Services Council issued quantitative and qualitative criteria for better liquidity
management at the level of Islamic banks;

- There is a difference in the effect of the application of Basel Il liquidity standards on the rate
of return on equity of the Saudi Islamic banks under study. The latter was affected by liquidity
coverage. There was an inverse relationship between the change in this ratio and the return on
equity, Which did not affect him;

- There is a difference in the effect of the application of the Basel Il liquidity standards on the
rate of return on assets of the Saudi Islamic banks under study. The latter was affected by the
liquidity coverage ratio. There was an inverse relationship between the change in this ratio and
the rate of return on assets. Affect it.

Keywords: Basel Ill, Basel Il Liquidity Standards, Islamic Banks, Profitability, Liquidity
Coverage Ratio, Net Stable Funding Ratio.

—~

- 154

—



