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Abstract : 

  The goal of this study was to identify the determinants of profitability of Malaysian Islamic 

banks in the period of implementation of Islamic Financial Services Board standards over 2006-2018, 

using panel data of 14 Banks. ROA was dependent variable, non performing financing ration, capital 

adequacy, financing to deposits ration, total asset ratio, operating cost ratio, inflation and real GDP as 

explanatory variables. The study found that Malaysian Islamic banks' implementation of Board 

standards improved their risk management that allowed them to reduce the non-performing financing 

ration, and increased their capital adequacy that positively affected their profitability. Financing to 

deposits had a positive impact on ROA, assets and operating cost ratio had a negative impact, while 

inflation and real GDP had no significant impact. The study suggested that Islamic banks speed up the 

implementation of these requirements in order to improve their risk management and reduce their 

costs to increase profitability. 

Keywords: Profitability, Islamic Financial Services Board, Islamic banks, Non performing financing, 
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Malaysia, 2018.)

(Bank Negara Malaysia, 2018.)

 On Asset (ROA)

(NPL

Islamic Financial Services Board, december 2013, 32.)

(Mohamed, 2003

(CAR): 

؛

(FDR) :

(Faiza, 2014; Erika, 2015)



 

247 

LOGTA:

(Shinta α Amalina, 2015 ؛) 

OCE :

(Global Islamic Finance Report 2015, 219 

INF:

(Anupam α Ganga, 2017)

GDP :

Muhammd, 2017 ; Tabash, 2017 .) 

  ROA= C+ NPFR+ CAR + FDR+ LOGTA + OCE +INF+ GDP

2.2 2.22 21.1 250.7 7002 

2.3 2..2 27.7 903.. 7002 

2 2..2 25.1 970.2 7002 

2.3 9.21 22.2 303.9 7002 

2.3 3.90 90.5 372.2 7000 

2 3.09 99.1 131.2 7000 

2.1 1..2 93.. 121.5 7007 

2.9 1.29 97.0 77..9 7002 

2.2 7.22 92.2 297.9 7002 

2 7.031 92.. 2.7.1 7005 

2 7.7. 32.2 7.2.7 7002 

2.2 2.22 31.2 273.3 7002 

2.2 5.222 32.1 222.5 7002 

 Financial Stability and Payment Systems Report 2010- 2018 
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ROA NPL CAR FDR LOGTA OCE GDP INF  

0.67 2.07 17.9 86.53 26.14 89.94 837.5 2.608 

0.76 1.20 15.7 85.21 14.93 53.78 912.2 2.110 

2.17 33.3 191 277.3 225.21 5482.5 1229.8 5.440 

-8.95 0.01 2.96 4.87 0.29 3.59 449.25 0.580 

0.98 3.18 14.2 33.8 33.05 404.95 274.37 1.215 

 Hausman

Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prob.  

Cross-section random 11.632445 5 0.0402 

Hausman Test
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Variable Coefficient Std. Error t-Statistic Prob. 

C -2.447438 2.086704 -1.172872 0.2426 

NPL -0.242340 0.174382 -1..89707 0.0665 

CAR 2.360985 0.535225 4.411198 0.0000 

FDR 1.045487 0.522433 2.001190 0.0471 

TA -0.060918 0.578370 -2.205326 0.0762 

OCE -1.291455 0.341448 -3.782284 0.0002 

IN -2.117112 1.474402 -1.435912 0.1530 

GDP 0.543760 0.975754 0.557272 0.5781 

 Effects Specification   

Cross-section fixed (dummy variables)  

R-squared 0.268450 Mean dependent var 0.679221 

Adjusted R-

squared 
0.189506 S.D. dependent var 0.990466 

F-statistic 4.667251 Durbin-Watson stat 1..82684 

Prob(F-statistic) 0.000000    

ROAi,t= -2.44  -0.24NPLi,t+2.36CARi,t +1.04FDRi,t-0.06LOGTAi,t -1.29OCEi,t- 2.11 

INF+0.54GDP 

 

 

 

 

NPL

CAR
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et.al., 2015 Azira(

Shaista α Hanimas- Ayu, 2010

(Md. Mahbub et.al. , 2016) (Mohamed et.al.  2014, 93) 

Asma’ Rashidah )et.al.,2011)   ؛ 

(Maqbool, 2014; Amelia, 2015)؛

Bader et.al., (2008) و(Mghaieth and khanchel, 2015) ؛

(Havidz and Setiawan, 2015 ; Ariffin and Tafri, 2014 )؛ 

(Chua, 2008) (Asadullah, 2017).
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