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Summary

This study aims to find out the impact of financial risks on profitability, and to achieve this goal
a standard model was built using panel data and dynamic model for long-term relationship study
(Fmols,Gmm) and causality (dumitresu hurlin panel causality) On a sample of seven Islamic banks
during the period 2010-2019 the results of the standard study showed a statistically significant
inverse relationship between profitability and both credit, liquidity and capital adequacy, in contrast
to the study showed a correlation of expulsion on profitability For both the exchange rate and the
interest rate, a causality test shows a causality in both directions between liquidity and profitability.

Keywords: Islamic banks, financial risks, profitability, banal models.
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O Al sadl) U o slas @llia b ddyee dal e Hsi@0 J Gailaall lad) iy
Z el 8 Lyl SBY) e 8y pn Ml sa)dll A1 b i) @llia of ol el e i)

64



Ladadatl) Al

Hsiaod (uiladll jlad) gl :(10-11)ad; Jga

Hypotheses F-Stat P-Value
H1 2.367774 0.010439
H2 1.347150 .2094850
H3 4.562946 0.000761

Lf]lil\ Juadl)

EVIEWS10 clajia o alaieYU cpiithal) sae) cra @ jdaall
O Laadls Cum %5 disies (gpivss 2ie F1=2,36 ) Lany (AU uilaall) 01 Aagal) 8

- (HY)hmdl (b 2 Nl (prob1=0,010<0,05 )Jlaay!

Cin hsiao 1986 Lbis e 5l gdl) ) dass (Cladedd) Guilad) 02 Aajall a6 iy
(Prob2=0,209>0,05) Jliay! o Lol Cus %5 disies gsiuse 2ie F2=1,34 ) Laag
hsiao 1986 Lblis e el gl saiolaiyls (HE) deadl) Jod oy Julls

LSl Cua % 5 Ligine 5 2ic F3=4,56 o Lang (calsill Gailat) 03 ddajall Lually L
((H ) Gyl by oy ULy prob3=0,0007<0,05 Jlaay! o

e Al die L) sill S on sl U Al ailad aasd 4l Dlel Joaal) el
i) balll 53 B z3ses Jliely gz asaill (b Al HBEY) Gres 89y Mg ¢l
LSl Jil) g alai i 3111

(FEM)ZLEN V) z3sas «(PRM) oazanill zagall (2N Bl zilas joainy b Lad asin
ried) chyuid) € e (ROE) 48kl Ggin e 3ilal) Jane uxial (REM)aslsiall HEY) =350
(2019-2010) (s sieall 55all Aud ) due Gy gl
PRM (oauaaill ¢z dgaill sl ¥l

S A gaseatll iyl ziseil Slas) b @il e Ble Jeaal) b daiagall milul
bl die Ll gl 8 Lol e 4L Lls)
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At Al A Sl
PRM asaaill g isall) cilalea o (11-11)8) Jsas
Jlaiay) Lilaa¥) dadl) | (glaral) Uadl) cSlalaal) Z dgail)
0,9352 0,0815 0,0899 0,0073 L2
0,0681 1,8544 0,0270 0,0502 I
0,0126 2,5676 0,0245 0,0630 =
0,0694 ~1,8470 0,2625 -0,4848 el
0,0003 -3,8253 0,0672 -0,2574 Gis
0,0000 4,7070 2,7059 12,7370 c
0,2697
(0,0009) 4,7280 g
0,9293 DI

EVIEWS10 clajia Lo sieYl ol aae) o i)

FEM Culil) 7 dgail) pafs i Ll
S Apeal asanill sy zhsel Jleas) ik @il e Blhe Jeand) b daiagall bl

- Al die Al il 3 Aa )l e Al Llad)
FEM dnll) cfblil) clabee i (12-11 )ad) Jsas

Jlaiayl Lilasy) dadl) | glaral) Uad) cMalaall Z dgail)
0,1668 ~1,4000 0,0908 -0,1271 L
0,8182 0,2309 0,0960 0,0221 =
0,0370 2,1349 0,0370 0,0790 =
0,2799 ~1,0906 0,2366 -0,2580 G
0.0084 ~2,7294 0,0752 -0,2052 e
0,0765 1,8032 8,5912 15,4924 c

0,5548

(0,000001) 6,5707 2
1,4141 bw
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Lf]lfd\ Juadl)

REM ilpdal ¢ 3gaill ol : IS

Sl Ajed readl) jlaady) zigall Slas) b m ge Hle Jeaal) 8 daiagall gl
c Ayl die Ll o) L daayll e L il
REM 4ulsial) cpill) clalea yads (1311 )ad; Jan

Jlaiay) Lilaay) Ll | (glaal) Uadl) elalaal) Z dgail)
0,2602 -1,1359 0,0869 -0,0988 L3
0,2980 1,0491 0,0471 0,0494 =
0,0260 2,2786 0,0309 0,0706 =
0,2018 ~1,2896 0,2295 -0,2960 o
0,0023 -3,1738 0,0643 -0,2041 Gis
0,0049 2,9113 4,4668 13,0044 €

0,2438

(0,0026) 4,1268 7
1,2789 DIt

EVIEWS10 clasia Ao alieYl Guidlal) i) ¢ i jtaall
LAY L g 3l o Llaalial) 1-3- 111
FEM 45l il 7 3gaig PRM aaaill g dgail) dlaliall 2yl
e Y Lagin Juad] 7 3gaill ddyaad Al bl #3505 crseail 2 3gaill (G Alaliall o5
rofltl) e @l i) DA e 2kl Fodd sl e
Hy:Jad! 58 PRM gz 3sal
Hy:)ad) 58 FEM zisal
Anll) S 7 dgaly avanil) £ dgall) Ga Alalial) SLA) il (14-11) a8 Jgas

Effects Test Statistic df. Prob.
Cross-Section F 6.18 (6,58) 0,00
Cross-Section Chi-Square 34,64 6 0,00

EVIEWS10 galiy clada Ao alaieYl clilall dlae) (e juaal)
Cross—) 5 (Cross-Section F= 6,18) (iilasy) dad o B el Jsaadl Dla (e
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s Al @il 23sa o o et Al Abad) duca il Jii 4l (6 Juadl) g8 paneatl 35l
Juadly |
REM duilgal) il zigais FEM A5l )bl zigad on dldaliall: Ll
Lagin Qi) - dgaill ddpaad Al gial) Bl 2 3gatg A0l B = 35ad (s Alialially o gt
p Sl IS e GlsSs Gnapdl) o) Gus Al Clhleae e Glawsa lad) uks DA e
Hy JadYl 52 FEM zisa
Hy Jai) 8 REM z3sai
Ll gl il 7 3gaiy A Sl £ agal (o Aldalial) jLas) @il (15-11) ad) J gl

Hausman Test

Chi-Sq. Statistiq Prob

5,268 0,384

EVIEWS10 g s clajha Ao aladeYl cpidlall dae) (e jaaal)
by %5 e ST a5 %0,38 i Jlasy) ded o Laadl LY s DA o
e oat S Ho paall Gaiaji iy Hydbad) Lol (b gl chugine e Olowsp Lod) dad
i) s Adlsdall il 2 3sas (o
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Ll il ¢ dgaly anaaill 7 igalll cp Abaliall Lad) @il (16-11) ady Jgaad)
Null(no rand Effect)Alternatve Cross Section Time Both
BRI PEEED 25,518 2,504 28,023
S 0,000 0,113 0,000

EVIEWS10 gl cla pa Ao alaisYb clilal) slas) e juaal)
a5 A Y (0,000)Jlials 25,51 (slass me HlaaY ddlasyl dedll of L
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ROE=13,004+0,204CAR+0,296CR+0,098LR+0,07/0ER+0,0491R

F=4,1268 ; Dw=0,8382  ; R? =0,2438
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el

CAR Jll Ly LUS  4uSe dDle 29a9 o Jaadl CAR Wl Ly LS dalas DA (0 v
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S die digina a9

Geaall Ao dilall Jaeag CR GLaiY) (pn doSe dle 29a9 aadli CR L) dales DA (e v/
Y5 die Ligine pt 298339 0,2960ROE (=il saalg sang CR 2yl 13 CusROE

Cun Ggaall e dilall Jarag Agaadl o Lue ADle 299 Lol LR Agacdd) dalae DA (0 v/
S e dogiea ye A 8259 0,0988 ROE (il saslg sasgy LR adiy) 13)

e Blall Jaeag Gyl e Gu Lyl Ao 3gas o LDl ER Cipuall rus dabes PA (0 Y/
%S die Zigiea A9 535 0,0706 ROE adin aslg Bangy ER adiy) 13 Gus ALl Ggan

Gin o 2l Jarag 586 jaw Gu doayh ADle dgag sl IR 53W e dadae DA (e V]
Y5 e dogiaa e 898359 0,0494 ROE pdiy 8asls 8asgr IR adiyl 13) Cus 4SL)

Aail vie ROE Ggiall e 3lall doo pll uiall )sad) dadll 25 C i) aall dalea v/
53U jaw (ERCapall e (L RAsadl (CROLEY) (CARJ (fy US )alkiaall cyriall
% 5 xie Lisine ;25 13,0044 & ROE Gsiall o xlall Jane J psall Lall ofé (IR
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Cpial) dyhiiu) dus 4111
(1PS ,LLS HADRI)4y iy jLad) gilis:(17-11) a8y Jgas

IR ER CAR CR LR ROE
HAD LLC IPS LLC IPS HAD LLC IPS HAD LLC IPS LLC IPS LLC IPS
-1,860 -12,162 | -4,050 -2,032
-2,288 -1,598 -3,730 | -4,722 -3,610 -3,921 | -1,740 | -2,425 | -5,391 | 2,363
-1,847

aladialy Auhall i calidad Ahaay) las) cpe @) Slel Joaall DI e aadls

EVIEWS10 clajda Ao aldel ouiudlal) dlae) (e @ jaal)

%5 Aigira (Sgima Xie

chaial gas (1) @) 3= LRy ROE whusiall Jhiial Lads (LLC IPS (g)laal
@Al die Byise Ll codl Hadrijlas) aladialy e e il IR CAR CR a3V
a9 JWia] Jo¥) Byl vie Biwe il o) g (Tg)gsiad) e ER il gos 3 «JsY)
KAOJ disal Jalsill jlas) ) Jaws Jally ,(day) dbish dDle) el pba JalSs
KAOJ Jalsill jLad) 5-111
Op Oalial) Jalsall dBle ol ) Gagay o3l Kao jladly (V) agis dphiiad) jlad) eha) ae

s Gl Joanll A (e il pariall 238
KAO _Lid) mitis: (18-11)ad) d,.s;

t-stat

Prob

ADF

-1.9323

0.0267

EVIEWS10 claia Ao alaieYl ouiddlall dae) o 1 jdaall

9 %5 die digieall (ggius (o S ADF dilias) o LDl (18-11) a8y Jsanll ils Pla (g
(e JalS gag Julls dual) e o Jal) Absh ADle Sgag ey Lo
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Lf}lil\ Juadl)

daghall Ja¥) B zilaill s
GMM daarall agjall 3..5:92 .
GMMdishy zigalll yaiic(19 —11) aby Jgaa

Jlaiay) Lilaay) dadll | (gluaal) Uadly calaal) il
0,1122 1,6215 0,0455 0,0737 ROE (-1)
0,0004 3,8153 0,0241 0,0922 ER
0,0955 -1,7042 0,0190 -0,0323 IR
0,0061 -2,8860 0,0390 -0,1127 LR
0,0000 ~7,7040 0,0594 -0,4577 CAR
0,3560 0,9330 0,1003 0,0935 CR
34,642 J
0,4341 PROB
40 INST
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& %5 i Ligies IRCUIS G L] Axdgiall 3)L3Y) CR ER G Alidial) cilysiall e JS capusS) —
e blal iyl A 5 Capall s At (e IS 35 Cus cdilias) AND Ll Gal CRCps
e Aladl Jara 830) ) 3% Lgia S & Basly Basg oaalld JASL) Bgia Ao diladl Jaza
sl e 0,093550,0922 o 8L Ggin
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FMOL S jhas  3gaill iz (20-11) a8 J gan

Jlaiay) Lilaay) dasdll | (glural) i) elalaal) il
0,0017 -3,3176 0,0645 -0,2139 LR
0,8590 0,1785 0,1586 0,0283 CR
0,1922 -1,3211 0,0655 -0,0866 IR
0,0000 4,7614 0,0871 -0,4147 CAR
0,6227
4,0289
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Ladadatl) Al A Juad

Clpial) o L) JLEAI il (21-11) a8y Jgaa

L) olad W-Stat Zbar-Stat Prob
LR—ROE 6,6993 2,8245 0,0047
ROE—LR
= 12,4308 6,0413 09-E.2
ER—ROE 0,6011 -0,5980 0,5498
ROE—ER
1,1939 -0,2653 0,7908
cg—ng 1,6819 0,0085 0,9932
ROE R
= 0,5518 -0,6257 0,5315
CAR—ROE 0,2961 -0,7691 0,4418
ROE—CAR
2,3220 0,3667 0,7130
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O ooad) e Aahng (2020) drpensy pee dad)d ae Gilsh Lo Mg aalatV) (d Ganll leguas
.(2018) el a2
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ROE CAR CR LR ER IR
Mean 11.87686 20.02429 2.188571 17.19657 18.32229 81.13143
Median 11.37000 18.25000 1.375000 15.95000 7.680000 88.63000
Maximum 22.48000 75.00000 15.19000 44.,32000 74.36000 99.28000
Minimum 0.060000 14.05000 0.000000 5.690000 0.060000 19.48000
Std. Dev. 4.764356 8.008541 2.371034 6.785781 22.73831 20.80388
Skewness 0.045968 5.159925 3.077313 1.208727 1.304542 -1.877673
Kurtosis 3.305101 33.99365 14.94204 5.394414 3.366578 5.093032
Jarque-Bera 0.296155 3112.391 526.4340 33.76713 20.24661 53.90996
Probability 0.862364 0.000000 0.000000 0.000000 0.000040 0.000000
Sum 831.3800 1401.700 153.2000 1203.760 1282.560 5679.200
Sum Sq. Dev. 1566.237 4425.434 387.9043 3177.231 35675.13 29863.31
Observations 70 70 70 70 70 70
Al cllalis )Y A8 graa :(02) a2y GEalal
ROE CAR CR LR ER IR
ROE 1 - - - | 0.2391499663 | 0.0681140546121
0.398418406 | 0.046288898 | 0.071244033 987949 8585
5110189 79812844 09016679
CAR - 1 - | 0.072270851 - | 0.0860560872001
0.398418406511 0.241208187 29494798 | 0.1446737531 3002
0189 0509912 364919
CR - - 1| 0.470173453 | 0.2242778412 | 0.0830638716788
0.046288898798 | 0.241208187 7688074 083823 0854
12844 0509912
LR - | 0.072270851 | 0.470173453 1 | 0.0080442012 | 0.2764196898352
0.071244033090 29494798 7688074 89753294 925
16679
ER | 0.239149966398 - | 0.224277841 | 0.008044201 1 -
7949 | 0.144673753 2083823 289753294 0.3213482327223
1364919 905
IR | 0.068114054612 | 0.086056087 | 0.083063871 | 0.276419689 - 1
18585 20013002 67880854 8352925 | 0.3213482327
223905
Qi) il i il 1(03) ad) galal)
PRM s.eail 7 3galll —1
Dependent Variable: ROE
Method: Panel Least Squares
Date: 05/10/21 Time: 11:22
Sample: 2010 2019
Periods included: 10
Cross-sections included: 7
Total panel (balanced) observations: 70
Variable Coefficient  Std. Error t-Statistic Prob.
LR 0.007342 0.089993 0.081579 0.9352
IR 0.050209 0.027060 1.855446 0.0681
ER 0.063076 0.024566 2.567638 0.0126
CR -0.484871 0.262511 -1.847050 0.0694
CAR -0.257413 0.067292 -3.825327 0.0003
C 12.73706 2.705941 4.707073 0.0000
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R-squared 0.269744 Mean dependent var
Adjusted R-squared 0.212693 S.D. dependent var
S.E. of regression 4.227430 Akaike info criterion
Sum squared resid 1143.754 Schwarz criterion
Log likelihood -197.1009 Hannan-Quinn criter.
F-statistic 4.728098 Durbin-Watson stat
Prob(F-statistic) 0.000975

11.87686
4.764356
5.802882
5.995610
5.879436
0.929366

Dependent Variable: ROE

Method: Panel Least Squares

Date: 05/10/21 Time: 11:22

Sample: 2010 2019

Periods included: 10

Cross-sections included: 7

Total panel (balanced) observations: 70

FEM a3l oSl zigas -2

Variable Coefficient  Std. Error t-Statistic Prob.

LR -0.127193  0.090849 -1.400044 0.1668

IR 0.022182 0.096043 0.230954 0.8182

ER 0.079009 0.037008 2.134931 0.0370

CR -0.258083  0.236635 -1.090639 0.2799

CAR -0.205287  0.075213 -2.729430 0.0084

C 15.49246 8.591269 1.803280 0.0765
Effects Specification

Cross-section fixed (dummy variables)

R-squared 0.554800 Mean dependent var 11.87686

Adjusted R-squared 0.470366 S.D. dependent var 4.764356

S.E. of regression 3.467306 Akaike info criterion 5.479438

Sum squared resid 697.2882 Schwarz criterion 5.864894

Log likelihood -179.7803 Hannan-Quinn criter. 5.632546

F-statistic 6.570786 Durbin-Watson stat 1.414195

Prob(F-statistic) 0.000001

Dependent Variable: ROE

Method: Panel EGLS (Cross-section random effects)
Date: 05/10/21 Time: 11:23

Sample: 2010 2019

Periods included: 10

Cross-sections included: 7

Total panel (balanced) observations: 70

Swamy and Arora estimator of component variances

REM 4ugdal) cilil) zigai -3

Variable Coefficient  Std. Error t-Statistic Prob.
LR -0.098815 0.086992 -1.135916 0.2602
IR 0.049485 0.047165 1.049184 0.2980
ER 0.070607 0.030987 2.278615 0.0260
CR -0.296010 0.229534 -1.289614 0.2018
CAR -0.204198 0.064338 -3.173833 0.0023
C 13.00447 4.466802 2.911359 0.0049
Effects Specification
S.D. Rho
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Cross-section random 2.597987 0.3596
Idiosyncratic random 3.467306 0.6404

Weighted Statistics

R-squared 0.243805 Mean dependent var 4.618088
Adjusted R-squared 0.184727 S.D. dependent var 3.848120
S.E. of regression 3.474562 Sum squared resid 772.6450
F-statistic 4.126853 Durbin-Watson stat 1.278917
Prob(F-statistic) 0.002603

Unweighted Statistics

R-squared 0.247383 Mean dependent var 11.87686
Sum squared resid 1178.776 Durbin-Watson stat 0.838284

DAY gz adl) (pm Alialial) :(04) ad) (3alall
Fisher jéud jLid) JMA (e dlaliall. 1

Redundant Fixed Effects Tests
Equation: Untitled
Test cross-section fixed effects

Effects Test Statistic d.f. Prob.
Cross-section F 6.189461 (6,58) 0.0000
Cross-section Chi-square 34.641076 6 0.0000

Hausman (jlewsd L) JMA e dlalial).2

Correlated Random Effects - Hausman Test
Equation: Untitled
Test cross-section random effects

Chi-Sq.
Test Summary Statistic Chi-Sqg. d.f.  Prob.
Cross-section random 5.268129 5 0.3840

Lagrange zis £Y cicliaa jLid) N4 (e dlalial). 3

Lagrange Multiplier Tests for Random Effects

Null hypotheses: No effects

Alternative hypotheses: Two-sided (Breusch-Pagan) and one-sided
(all others) alternatives

Test Hypothesis

Cross-section Time Both
Breusch-Pagan 25.51865 2.504674 28.02332

(0.0000) (0.1135) (0.0000)
Honda 5.051599 -1.582616 2.452941

(0.0000) -- (0.0071)
King-Wu 5.051599 -1.582616 2.912017
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(0.0000) -- (0.0018)

Standardized Honda 8.454270 -1.458431 0.093494
(0.0000) -- (0.4628)

Standardized King-Wu 8.454270 -1.458431 0.797337
(0.0000) -- (0.2126)

Gourierioux, et al.* -- - 25.51865
(<0.01)

Kao Lai) milii :(05) ad) Ggalal)

Kao Residual Cointegration Test

Series: ROE LR CR IR CAR

Date: 05/10/21 Time: 12:05

Sample: 2010 2019

Included observations: 70

Null Hypothesis: No cointegration

Trend assumption: No deterministic trend

User-specified lag length: 1

Newey-West automatic bandwidth selection and Bartlett kernel

t-Statistic Prob.
ADF -1.932329 0.0267
Residual variance 14.05129
HAC variance 9.446245

GMM 4 by ¢ 3aill ol :(06) o8, Galal

Dependent Variable: ROE

Method: Panel Generalized Method of Moments

Transformation: Orthogonal Deviations

Date: 05/10/21 Time: 11:33

Sample (adjusted): 2013 2019

Periods included: 7

Cross-sections included: 7

Total panel (balanced) observations: 49

Period SUR instrument weighting matrix

Period SUR (PCSE) standard errors & covariance (d.f. corrected)

Instrument specification: @DYN(ROE,-2) ROE(-2) ER(-2) IR(-2) LR(-2)
CAR(-2) CR(-2)

Constant added to instrument list

Variable Coefficient  Std. Error t-Statistic Prob.

ROE(-1) 0.073797 0.045510 1.621551 0.1122
ER 0.092298 0.024191 3.815326 0.0004
IR -0.032382  0.019001 -1.704261 0.0955
LR -0.112798  0.039083 -2.886094 0.0061
CAR -0.457731 0.059414 -7.704094 0.0000
CR 0.093596 0.100310 0.933067 0.3560

Effects Specification

Cross-section fixed (orthogonal deviations)
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Mean dependent var -0.436462 S.D. dependent var 2.819639
S.E. of regression 2.620962 Sum squared resid 295.3861
J-statistic 34.64214 Instrument rank 40
Prob(J-statistic) 0.437143

FMOLS 3&3)&4 ziaill pafi :(07) a2y (3alall

Dependent Variable: ROE

Method: Panel Fully Modified Least Squares (FMOLS)

Date: 05/10/21 Time: 12:04

Sample (adjusted): 2011 2019

Periods included: 9

Cross-sections included: 7

Total panel (balanced) observations: 63

Panel method: Pooled estimation

Cointegrating equation deterministics: C

First-stage residuals use heterogeneous long-run coefficients
Coefficient covariance computed using default method
Long-run covariance estimates (Bartlett kernel, Newey-West fixed

bandwidth)
Variable Coefficient  Std. Error t-Statistic Prob.
LR -0.213994  0.064501 -3.317690 0.0017
CR 0.028339 0.158687 0.178585 0.8590
IR -0.086629  0.065573 -1.321114 0.1922
CAR -0.414780 0.087112 -4.761459 0.0000
R-squared 0.622757 Mean dependent var 12.22937
Adjusted R-squared 0.550211 S.D. dependent var 3.988343
S.E. of regression 2.674835 Sum squared resid 372.0467
Long-run variance 4.028900

Pairwise dumitresu hurlin panel causality tests dwmau JLia) ilii :(08) a3, (Galall

Pairwise Dumitrescu Hurlin Panel Causality Tests
Date: 05/10/21 Time: 12:09
Sample: 2010 2019

Lags: 1

Null Hypothesis: W-Stat. Zbar-Stat. Prob.
DLR does not homogeneously cause DROE 6.69935 2.82459  0.0047
DROE does not homogeneously cause DLR 12.4308 6.04133 2.E-09

DER does not homogeneously cause DROE 0.60116 -0.59801  0.5498
DROE does not homogeneously cause DER 1.19395 -0.26531  0.7908

DCR does not homogeneously cause DROE 1.68195 0.00858  0.9932
DROE does not homogeneously cause DCR 0.55182 -0.62571  0.5315

DCAR does not homogeneously cause DROE 0.29619 -0.76918  0.4418
DROE does not homogeneously cause DCAR 2.32207 0.36785 0.7130
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