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Econometric study of the financial stability of Islamic and conventional
banks during the period 2007-2017.
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Abstract

The objective of this research is to assess the extent to which Islamic banks
can achieve financial stability compared to traditional banks, and this is done
through an econometrical study .Ten banks were involved in this study: 3 Islamic
banks and 7 traditional ones for a period between 2007-2017.

We have found that the former could have more solid and reliable financing
than in the traditional banks, the former showing a higher Z-score, which can
indicate some degree of stability in times of financial crises. However, this
stability is subject to the extent to which concepts and rules, on which the banks
have been instituted and implemented. It is also indicated that its impact did not
stand for such banks could not influence the whole internal financial system, and
this is due to slow competitiveness, nor can they actually achieve financial
stability of the international system because of their limited financial activities or
dealings.
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LS 23l Z-SCOTE JWI gl sl 358 Slakse s 1(5) o3y Jouid!

RE sza 591 syt FE <ot 31 zo, POOLED OLS 4 ZSCOrem ! ikl
coefficients prob coefficients prob Coefficients prob i) Slpadl
-184.9592 0.0450 -192.8197 0.0553 -160.2433 0.0847 C
1.090200 0.0000 1.059687 0.0000 1.148937 0.0000 RCI
12.30614 0.7138 0.879246 0.9798 35.58493 0.2734 IDV
112.0546 0.0018 139.3912 0.0007 66.22324 0.0340 RCA
0.000193 0.0599 0.000193 0.0733 0.000181 0.0875 LAST
-668.0017 0.0006 -798.9654 0.0082 -604.4837 0.0013 SHIB
-0.669539 0.4304 -0.563716 0.5084 -0.876632 0.3200 GDP
0.718205 0.6984 0.748495 0.6864 0.681340 0.7240 INF
0.12 0.24 0.15 R?
7.36 7.86 10.12 F

EViews 10. b, s e slozeV sl slas] oo 1 ybaald

Gagb Bne e Y (HSIA0 J wilnd) st s oo 203,80 JBY) 300 3 iy

Wilgpie 11 as il 13] b gy Badaad) Bossinndl 1l g e Bl DY 0 Y1 1D
Y £358) s o (b Herall Bl aie s @y g ) Tkl SLS £348)
Dbl ey S any (B SO ol Bl seud) s degag e @ e ) AU
il Slpadly 234 S LYt o ) ool jady Hausman
e e Ly i) Bl U s aglpeal Y1 2356 Hot E(ay /Xi) =0
GLP aidli aall ol b a3,
ab e dem Lay i) alaad U e sl Y1 2356 Hot Eer /Xi) 2 0
JOLS wstdl aal ol bl
o (K=9 ) K i s s 6 i pdd) 0 o H s V) aslan] asi
SV 308 0 pall B ad) wn Adgdd) Al e pST RSl Bt Al LS
THausman L) w5t cey QW Joidly (s -Sllly i) adond DU s a0l

Correlated Random Effects - Hausman Test

Equation: EQO1

Test cross-section random effects

: Hausman jlas qits :(6)edy Jyi!

Test Summary

Chi-Sq. Statistic

Chi-Sq. d.f.

Prob.

Cross-section random

0.000000 8

1.0000

EViews 10. zb, s e slozeV sl slas] o ybaald
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Dependent Variable: ZSCORE

Method: Panel EGLS (Cross-section random effects)
Date: 11/06/18 Time: 05:03

Sample: 2007Q1 2017Q4

Periods included: 44

Cross-sections included: 10

Total panel (balanced) observations: 440

Swamy and Arora estimator of component variances

Variable Coefficient Std. Error t-Statistic Prob.
C -180.3105 92.01187 -1.959644 0.0507
RCI 1.066620 0.251817 4.235696 0.0000
IDV 7.198670 33.81070 0.212911 0.8315
RCA 104.6526 36.03216 2.904423 0.0039
LAST 0.000192 0.000102 1.870873 0.0620
SHIB -640.8474 194.5832 -3.293437 0.0011
GDP -0.665395 0.848374 -0.784318 0.4333
INF 0.720869 1.852058 0.389226 0.6973
IHHI 0.220525 0.121714 1.811821 0.0707
BD 11.69821 9.819562 1.191316 0.2342
Cross-section random 11.40554 0.0533
Idiosyncratic random 48.05140 0.9467

Weighted Statistics

R-squared 0.123477 Mean dependent var 16.64616
Adjusted R-squared 0.105131 S.D. dependent var 51.12238
S.E. of regression 48.36050 Sum squared resid 1005657.
F-statistic 6.730527  Durbin-Watson stat 0.603658
Prob(F-statistic) 0.000000

Unweighted Statistics

R-squared 0.162655 Mean dependent var 31.04844
Sum squared resid 1074441. Durbin-Watson stat 0.565013

Eviews 10. meby mils e slozeVL 21 slae] oo : jaald
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Dependent Variable: ZSCORE

Method: Panel Generalized Method of Moments

Date: 05/13/18 Time: 01:14

Sample (adjusted): 2007Q2 2017Q4

Periods included: 43

Cross-sections included: 10

Total panel (balanced) observations: 430

2SLS instrument weighting matrix

Instrument specification: C ZSCORE(-1) GDP IDV IHHI INT LAST RCA RCI
SHIB BD

Constant added to instrument list

Variable Coefficient Std. Error t-Statistic Prob.

IDV 9.135157 32.04333 0.285088 0.7757

IHHI 0.030256 0.038727 0.781244 0.4351

LAST 0.000120 9.55E-05 1.253525 0.2107

RCA 17.51602 31.45652 0.556833 0.5779

RCI 1.068190 0.256743 4.160551 0.0000

SHIB -471.2986 177.3120 -2.658019 0.0082

BD 15.09019 5.674306 2.659389 0.0081

GDP -0.937837 0.868920 -1.079313 0.2811

INF 2.940666 1.484445 1.980986 0.0482

R-squared 0.163083 Mean dependent var 30.75059
Adjusted R-squared 0.147180  S.D. dependent var 53.42499
S.E. of regression 49.33706  Sum squared resid 1024775.
Durbin-Watson stat 0.594590  J-statistic 227.9139
Instrument rank 11  Prob(J-statistic) 0.000000

. EViews 10 gz, m515 e sbaeV U slie] e ¢ ybaald
sl OF ol (3 ) el s e LS Saludl g3gedl g5 it 5.3.4
STY0.16 5 o) taisie ded dsT 5 syt ulan OF I3 (ld Bhinis 350l i
codomg o) falan B 650 & Rpedd) Slilly ) rdl G BRI 55 e (S S Y
Buging lat Lad Ul 350l (3 L) o2 4 Bl Sliie 357y I piu 25 2LV s OY

92




2017 412007 o0 dusekt 350 dakidlg dedludt Sgedd S et Gl dy

W OIS & ey iygine <ol ¢BD, INT ,SHIB, RCI: e JS dales 0b lpadl wlalas
« -2.658019 ¢« 4.160551 Ui e «ils” t-statistique oY sl i Je 4t
g (3 Rels Ol g fag b g e U e 5T 2.659389 51.980986
ylae) S Wby ginn 13 S5 Wk 65V lpadl 2y LT Z-SCONE W1 1l 7346
R SCIRPEE RPN W
e
PAU ) e ST OF (S Gy il e Ao gast Wlo gl Al S e
B Rl I e 1y i gl e sl ST Ol 2l el O W oy -
Lk gd ¢ oSl of Bl WB1pdas o ) ST 2a0la¥) Sl CilST Lo 13] 3 el o & (sl
ol ol 2 Bl OF e oy e 15.09 ) axed ooy dmga 3,L5] 95 ((Syine 4l
3 4l s OF S Lo g g Hhazul ST 065 OF () amsy (i) Sal lan Lanss
OF Y] il odn o Lo¥1 M (8 U JLaea) a5e Ol e L) Logill il bjnis
iad o "SHIB "adyl Spll a5t ot a5 alonns U adl (JSST QW Ea Y 1s
Bl ks Lgads @) oMNspaddl 58 Jaan ino e Ju -491.27 ) il duginny 2L
LSS AW a3 bl Can B e
o JS o mab Be Hls OF (6F cimse 3L5] 935 syt tds0Y) Q) " LAST " jali-
Al o 3 WL EaY sy JsoY) UL
il dod) (3 JeoV) L) ) amgald (og 8 s ¢ oy " RCA" jall -
oy i o Arge dod AT M8y (Syine 16 O U (i) el (3 adysaddl lblid) dds
LoVl ) OF woy QW laea¥l e 3 8580 bl g Lo (1751 ) oy Lo
025 JUby ol e 5udl ade b Gl 25 (3 et ) OLWY AT S L G
Gl oy (Bl b Bl el Lgde famald bl OF YL cojlnnl (st 2Ly L)
SUL Bl e ol 5y 83 S gy timgiall ol B3 J) a5 3
sk s I @ g gl dal) g bod sa oS BT LS L Lgilisnal JLrT 3 2IW
ALYl bl e Sl b Wl s gl g )l e e e Lzl (3 WS5E dhg e
03



&9 s o

syrs o b dhemgs Bl gime 08T il ) () IS 1R S iy -
"IDV " Jsdl g5 age Ll el ) S Gy QW a1 st C i3l B
) Ggmny Jlll £55 S350 (B3l B sy Jo Jh W Bl sy 1 56
s b B cllsy 8ol Lemgss &) ss )l bl Sa 5§55 3L (U
2 8pally Ls dlnel gl Bl Jo5g (W A Y) Gstnn wip 3 ey ¢ b1 SE e LLLa)
Il s 0B L 3)Lady L anall end QW L1 @ agl b agy) 2eld) Je 9.1
msd) pase a0 3 ealey O wls e W) alaled) 8815wy Gl ) Abigedl al
oo Byl Al Hon 187 Ottt i) o) (yrme Jo LT LAY Soid) e o
Lehedes ] Bale Balid) o) ans g Al SN T asT sy ) Sl
s o e e aladll e )08 ST Ol it Bl b IS e U3y

B op Ak e e Ju L Gy e e O "THHIY acitd sl ady
Al OF V) (W L2z ¥l (Sste 51551 Adll) domys ol LSS (I i) (5tney 2ndlld
L) S cp boadl) Giee Je Ju & (0.03) dies colS sl 1 Al
gl Al AL 3 Al Sall molsdd gl ) 5 g 2SL Yl

B 3gry oS U carsey Soine wiad) Sa5e OIS i IS wolasYl olad) e L -
2.94 () oy tmsn 1ad Jonw L5y Byl 3 QU LAV sny sl Jias 0w B2
2y 25LasY) daldl 28T USh L ey ciall o laxel e sl osad) ST o
A V) JB U o8 Jame e bl oseadl 2blas PO e QU1 LEY pes (3 2 S
U st o ey STl bl ol (G Ll g (Ll (sgme 8 OIS
o oK o Y1 Bl O g Bl Bl Wy G g K i e S0 oty
Syl o a3 28y AS Blage Jolo QWL s (3 6L Tigo s O
g OLS ey YL S 0 Yy U Al SUSGY) 1 e ST e O Ledde ¢ M)
ke Corsn LS e 5l jsaad Sls 050 O 093 abgedl Letloil 2o U oy ¢k
Ol Caliz e a3lina Vg segdl 3las WY1 euzad Ol g el ) e ST Eslaza Y

94



2017 412007 o0 dusekt 350 dakidlg dedludt Sgedd S et Gl dy

OB adey caeadl s aa b oBaas ans ef Ui o QU LEY OY Al Ol
b illan 8900 Ay et iU

: C”‘Jj“ 4o

ol

S A58 (Sl S () mel) & ol W Aeadl debioy (bl le ]
2004 (o S iyl sl ey ¢ Glazed a2l

2005 ¢ Lol i) Bgiie .36 malas Llas W Laal e Llidl y (giles 5l .2
S R RV RS RNV I ¥ R S FUURPRCH B RCS IR U PPYUON [ SRS U SO NG
2009 0L 0,50 pskal

L9 Y

-2009) 37l gt QU sl aved o5 sl (ol QW LaaYly g o051
Baalh) ) (2l Grelr Cuend) psleg 23LaBY) aslell 2IST (ol 1y LT (2011
2013-2012

Glall 3 bl 3] @ W awddl oLl plsaaly (e et A ez 2
digp) Ball Aseadl idpally AU aslell 3 oSN Gy L) dedde g bl i)
2014 (> drsls

Ayl dulyn— AW i) 332 (3 5 Jdas e LidS aSiled) e Jiaey gl i .3
pshall 287 caslaBVl aslell (3 G jslall ol )83 B3led ) adie dmg LT c«sidl e A o
—2016 2 1bis ((sen Lokl s Bnale el psley 3lnilly BoLaz)

oyl

B3l oo By wils 2Bl o b QW SLa Yl 2l Sedl y (b g i1
0 Y VRS W | O N IS 1 E RS PRV VAR PROR
2008

95



&9 s o

Bl aylie tdged bl 515Y bl CILy (et a2 ) (ot e o 2
ikl ey p e Bl (g el (03 sl @y slasl alz (lasd) 3l
2016
U SLY Bl blsnell ol fadl) piBy (i e e Jrod) (S5 e 3
(oo st drale slaVlg 515Y) 2JS7 () Bt (sl danl) OIS alisaal Ayl
2008 «(30) 89
@slasYl e adgbs anls U LYl g ) Raad aelld) » ol Jue 4
2011 ST bl saall i 3l A agd) Al s el
2013 (g caeadly Lot alg cqloral) of Son » 3lss WL sl S35 .5
dys (i pall Sluhll dgns baydiay Gse95 5,85 cidaasy b Slelo] cclariall wllasl » .6
2010 o (uald saa) (e S
: &)
2015 el 2,2l 8L csgnnd) (3,2l A dnge (W jLaeY) 5.1
(i) adlge

http://www.argaam .com

http://www.halal2.com3
http://www.sama.gov.sa/Economic

sAoia¥) A5l aa ) Al
Les articles :

1. Aloy Niresh J., Pratheepan T. « The application of Altman’s Z-Score
Model in Predictin Bankruptcy: Eridence from the trading sector in
srilanka ». Internationa Journal of Business and Management, vol.10.N°12,
Published by Canadian Center of Science and Education, 2015.

2. Ben Bernank, Mark Grtler, « Financial Fragility and Economic
Performance»,NBER Working Paper Series, N° 2318, Cambridge,July,
1987.

3. Dwightr.Sanders, Markl R.Manfredo, « Corporate Risk Management and
the Role of value-at-Risk » Working Paper. Arisona, State University,
1999.

96


http://www.argaam/
http://www.halal2.com3/
http://www.sama.gov.sa/Economic

2017 412007 o0 dusekt 350 dakidlg dedludt Sgedd S et Gl dy

4.

10.

11.

12.

13.

14.

15.

16.

17.

Edward I.Altman, «Fiancial Ratios, Discriminant Analysis and the
prodiction of corprate Bankruptcy », the journal of finance, Vol.XXIlII,
N°4, septembre 1968.

Frederic S. Mishkin, « Global Financial Instability », Framework, Events,
Issues, Journal of Economics, 13, 1999.

Hsiao. C, « Analysis of Panel Data », Econometric Society Monographs
N°11, Cambridage University Press, 1986.

John Driffill, and al, « Monetary Policy and Financial Stability: What role
for the futures market? », Journal of Financial Stabability, 2, 2006.

Kartik Anand, and other . « L application des tests de résstance au systéme
bancaire canadien : une approche systémique », Banque du CANADA,
Revue du systeme Financier, Juin, 2014.

Klomp Jeroen, De Haan Jakob, «Central Bank Independence and
Financial Instability », Volume 5, Issue 4, Decembre 2009.

Marck Capinski, Tomasz Zastawniak, «Mathematics for Finance An
introduction to financial Enginnerring», Springer-Verlag, London Limited,
2001.

Martin Cihak and Hciko Hesse, «Islamic Banks and Fiancial stability: An
Ampirical Analysis», IMF Working Paper, WP/08/16, January 2008.
Manuel Ammann, Christian Reich, «VaR for nonlinear Financial
Instruments — Linear Approximation or full Monte-Carlo? », University of
St.Gallen and University of Basel, to appear in financial Markets and
Portfolio Management 15(3), 2001.

Piotr Stanislaw Chlopek, « RAROC as a credit Risk Approach », Financial
Sciences 3 (16), Wroclaw University of Economics, 2013.

Richard Blundell, Stephen Bond, « Initial conditions and moment
restrictions in dynamic panel data models», Journal of Econometrics ,
Institute for Fiscal Studies and Department of Economics, University
College London, 1998.

Simone Manganelli, Robert F.Engle. « Value at Risk Models in Finance »,
Working Paper N°75, European Center Bank, August 2001.

T. Padoa-schioppa, « Central banks and Financial Stability: Exploring a
land in Between », Paper presented in the second ECB Central Banking
Conference, Frenkfurt an Mai, 24-25 October 2002.

Wrinfrid Blaschke, and other « Stress Testing of financial systems: An
Overview of Issues. Methodologies and FSAP Experiences», IMF
Working Paper, Wp/01/88. June 2001.

97



