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The effect of Murabaha pricing based on the LIBOR interest rate on the financial 

performance of Islamic banks  
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Abstract :  

  This study aims at highlighting  the process of murabaha pricing based on LIBOR and to show 

the impact of this on the financial performance of Islamic banks with  customer’s confidence in the 

bank as an intermediate variable replying on an ad hoc questionnaire to collect data which was 

analyzed using (SPSS. v22) and (Smart PLS3).At the end of the study, it was concluded that there is a 

positive, statistically significant relationship between Murabaha pricing based on the LIBOR interest 

rate and the financial performance of the Islamic bank with customer confidence as an intermediary 

variable, at a level of significance of 5%. The study also recommends the need to find an alternative 

indicator for the LIBOR interest rate that is compatible With the provisions and principles of Islamic 

Sharia law. 
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16
     

 -0.58371 0.08575 0.04063 -0.10100 -0.79360 
 -057743 0.09000 0.04288 -0.08983 -0.82140 

 -0.57414 0.08363 0.05288 -0.07667 -0.80320 
 -0.55829 0.11075 0.06363 -0.05933 -0.77900 
 -0.55500 0.13425 0.07675 -0.08250 -0.76000 
 -0.52357 0.15213 0.09913 -0.07067 -0.72000 
 -0.48686 0.24213 0.19613 0.04200 -0.59740 

BBAhttp://www.bbaLIBOR.com

16

LIBOR plus

 

 (EIsiefy, 2013, p. 207) 
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 (Guillen, Ballester, & Aleman, 2003) 
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  (Nunnally & Bernstein, 1994, pp. 264-265)
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PLS

 (Hair, et al, 2016)
CRAVEfactor 

loading

Item LoadingAVECRRho-AAlpha 
Cronbach

LIBOR 

Q110.7490.5690.8410.7480.748
Q120.751 
Q130.792
Q140.725
Q22 0.8690.6400.8760.8120.810
Q23 0.742 
Q240.754
Q250.829
Q31 0.7650.5430.8770.8390.832
Q320.712
Q330.710
Q340.732
Q360.786
Q370.711

Smart PLS3
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Loading Q21
Q35

Alpha Cronbach
Hulland 1999Composite Reliability
Rho-AFornelle & Lacker 

1981Roussel et al 2002Alpha Cronbach

AVEFornelle & Lacker 
1981

CRHulland 1999

(Hair, et al, 2016)
Cross Loading

LIBOR 
Q110.7490.3670.491
Q120.7510.3930.452
Q130.7920.4210.503
Q140.7250.4710.466
Q22 0.3740.8690.728
Q23 0.5040.7420.597
Q240.4310.7540.665
Q250.4500.8290.640
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Q31 0.4500.7040.765
Q320.4560.5420.712
Q330.4440.5790.710
Q340.4550.5130.732
Q360.5700.7080.788
Q370.4130.5570.711

Smart PLS3

Variable Correlation-R2 of AVE
 

Fornelle  Lacker 

LIBOR
 

LIBOR
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R-square 
R-square 

R2 
LIBOR 

Smart PLS3

R2

LIBOR
LIBOR

(Falk & Miller, 
1992)

f-square
f2 

Effect size f2 

LIBOR

Smart PLS3

LIBOR

(Cohen, 1988) 
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Q2

Q2(= 1-SSE/BSP) 
LIBOR-

0.183
0.380

Smart PLS3

Q2

Croutsch (2009)
GOF

GOF=  =  
GOFWetzels and van (2009)

(Hair, et al, 2016, p. 
206)

Strd 
Beta 

Strd 
Eror 

T- Value P- 
Value 

H1 LIBOR0.2600.0624.1580.000

H2 LIBOR0.5490.0757.2850.000

H30.6810.04913.7790.000

Smart PLS3

H1LIBOR

H2LIBOR
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H3
LIBOR

LIBOR
LIBOR

LIBOR

PLS

(Hair, et al, 2016, p. 234)
H4LIBOR

(Preacher & Hayes, 2008)
The indirect effects

Total indirect effects
Strd 
Beta 

Strd 
Eror 

T- Value P- 
Value 

H4 LIBOR0.3740.0626.0250.000

Smart PLS3

LIBOR

H4
LIBOR
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Confidence Interval
Confidence Interval

Path a Path b Indirect 
Effect 

SE T- 
Value

95% 
LL

95% 
UL

LIBOR
             

0.5490.6810.3745.4180.0690.2390.509

Smart PLS3

LIBOR
;

(Hair, et al, 2016, p. 243)
LIBOR

LIBOR
LIBOR

LIBOR

LIBOR
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