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Abstract: :

: The study aimed to demonstrate the impact of inflation risks on the profitability of Jordanian Islamic banks. The study

i adopted the descriptive analytical approach and the standard approach as a survey on Jordanian Islamic banks during the

i period 2015-2019, using linear and multiple regression analysis, correlation analysis and significance tests. The study was

i conducted on all the three Jordanian Islamic banks: (Jordan Islamic Bank for Finance and Investment, Arab Islamic

i International Bank, and Safwa Islamic Bank). :
i To achieve the objective of the study, the average inflation rate index was adopted as an independent variable and the return on
i equity (ROE) index to measure profitability as a dependent variable, and the liquidity index, financial leverage, market strength,
i and bank size were adopted as control variables. The study adopted a linear model to calculate profitability depending on these
i variables. :
i The study concluded that there is an adverse statistical significance impact at the level of (o< 0.05) of the inflation rate on the i
i profitability of Jordanian Islamic banks measured by the rate of return on equity (ROE), a positive statistical significance impact
i at the level of (@< 0.05) of Inflation rate based on the profitability of Jordanian Islamic banks, measured by the liquidity index,
¢ financial leverage, and bank size. The presence or absence of a statistically significant impact at the level of (a< 0.05) of the
¢ inflation rate on the profitability of Jordanian Islamic banks as measured by the market strength index has not been demonstrated
¢ and has been excluded from the study due to the existence of a large multiple linear correlation between market strength and the
i size of the bank. :
¢ The study recommended that there is a necessity of developing better strategies to confront the impact of inflation to allow
¢ sustainable profits, attract investors and prevent their liquidation, by creating a balance between the various monetary sources to
¢ reduce the various risks, especially the risks of inflation, to increase its profitability and thus, preserve its investments. :
¢ Key words: inflation, profitability, ROE, Jordanian Islamic banks.
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05 dels 1 3.28 e BIAL 6.53 Luge Godl 3405 ,2.8 6,6 s hs 1AL %89.5 b o 11 il I O
S 15 0 0.27 (o alt 1 2Y199.33 S0l o Jows 20
(2019-2015) & jal & It o s 5 oz 2035 :(1) Jgir

2019 2018|2017 2016| 2015| wimdi| )| el g
459 446| 332 -078] -088| CINF| 1| e
028 027 033 032] 028 Lig| 2| ooy
90.67| 90.54| 91.09| 91.64| 91.78 Lev| 3| g
9.1 1041| 1214| 1072] 10.93 MP| 4
970 966 967 965 9.62 SB| 5
13.34] 12.66| 1444 1576| 15.66| ROE| 6
459 446| 332 -078| -088| CINF| 7| e
032 032 035 039] 046 Lig| 8| g
90.70| 91.02| 91.49| 92.09| 92.27 Lev| 9| ooy
657| 63| 597| 588| 572 MP| 10| J
936| 933 931 929 926 SB| 11
1607 1645 1650| 1477 11.90] ROE| 12
459 446| 332 -078] -088] CINF| 13]ss0 ek
0.15| 0.14] 016| 028] 037 Liq| 14| oy
87.67| 87.40| 8558 85.60| 82.86 Lev| 15
306 3.09] 304 293 201 MP| 16
9.19] 9.05| 898 896| 889 SB| 17
6.92] 591| 413| 430| 245/ ROE| 18

gl ) — el GOy ) o3 [ el olebam Y18 515 g ) 43 Sl B ) JE 2 0l

Mean

Inflation
2.142
Rate

Liquidity  0.295

* s g1 O s Slilaa| asehs 1(2) J b
Std.

(%100

- 2010) *

Maximum Minimum Kurtosis Skewness

Deviation

2.467

0.087

4.59

0.46

-0.88

0.14

-2.039

-0.007

-0.353

-0.356
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Leverage 89.493 2.820 92.27 82.86 0.193 -1.144
Market
6.525 3.276 12.14 2.01 -1.303 0.314
Power
Size of Bank 9.328 0.272 9.70 8.89 -1.322 -0.052
ROE 11.417 4,968 16.50 2.45 -1.277 -.0687
15=n*

of woldl 12,2019 41 2015 0 ROE 13 0 oad & L7221y ezl ol obsl (2) S mog

@ b (Ko s OF 18 2018 4l s o g i) S 2016 ¢ sy ¢ 2015 3 B oS onad) oV

iaisll 42 J) ook das o oseadl) Bais ) o) of Lol Syl oo e iad LN e B sad 52019
o2 SVane bgn g e sl ool GLdl e ) 3 el 92 ST 2t ) W) L a5 asal) Y1 LA

Jaxa olad) a9y (i (Al ansy
2015 - 2019 (+ ROE J:a piuail)

20
15
10 g ROE
@
—_ 5 2 ——INF
~——— 0
2019 2018 2017 2016 2015 | |

ROE 280 G Jo Gl Jung dulie 32 ) o el oV o e 3l s i(2) s

Jdnr b i) e o piat o o2l o 25 ) ieiatl o¥ans Sl 2, b S’ (2) S oy
UM e oW ) i A el Lty die U et 2yl Sl e 0B QWL (%2.14) wad)
fr b g ol Y e S o Lt VIS T4 A oy o e el Lol ) 3 W) Sl i
gy ) s>l 2019 5 2018 ale o ezt Jhes Jo e Loy L] Of Ll L WS 55l s M= 74.74
Az )l e boels
(bl Ao

g Lo sl g ga LS Rasiadl) O L V) Slel ] and SUL g Las| £
et a3t jLasY)

25 (3) Jsir 3 mog oo LS (VIF) ) s Lole plisunl & colpadl o o) ol 5 g 5 aod)
L13) a1 g 3 Skl e ST ot o B s 0 Ledis g gl o M Jle 515 s o e
e sgry e e o 10 0 pSTVIF a3 csls135, 10 5 1 o VIF ile 0 K0 aane s s s S
e saa S WL ale s )

(VIF) suadt L3t jles¥12(3) Jopr
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Collinearity Statistics

Tolerance VIF | Tolerance | VIF Tolerance | VIF

Constant - - - - - -
Inflation Rate 0983 1.003| 0983 | 1.003 0.983 | 1.003
Liquidity 0992 1.011 0994 1.011 0.994 | 1.011
Leverage 0.968 1.013 0987 1.010 0.978 | 1.009

Market Power 0.003 1 251.653 0.983 | 1.005 - -
Size of Bank 0.003 | 252.243 - - 0.991 1.012

2020 codt ol 2 e blazsl Ul slas] sl
xS IS e e 0S5 W (VIF = 252.2) elilt o s (VIF = 251.6) G5l 55 pald O LomSs
S VIF Lol 08 ) 2y 06 QWb g Gsud) 58 slazal coml) st adey saaze s blij Sl 087 LWLy
(4) ot @ LSl thes am T o 5
Ggdl 88 pine Saciusl sy (VIF) sl lad jlos V1 2(4) Jur
Collinearity Statistics

Tolerance| VIF

Constant - -
Inflation Rate 0.983 1.003
Liquidity 0.994 1.011
Leverage 0.978 1.009
Size of Bank 0.991 1.012

2020 o ol 2 e blazel co U 1 jall
bl ks
ASW G e Wl OF o bl e Jalalall Ol s mld) pazedd L Y1 2 sias obsT (D) J ot 2
r=0.161, ) glal bl dpdiy a8l G- Je wlally (1=-0.092, p<0.05) ezl Jaee wo b bls)
e Sl ond 01575, (r=.0.076, p>0.05) 2SI G4 e bl e 88" 20 I a0l [ ) IS, (p<0.01
(r=0.334 and p<0.001) 2531 &g~ Jo Wbl jaze wo 2514
BLs i e s (5) Jyir

INFLATION SIZE OF
ROE RATE LIQUIDITY | LEVERAGE Bank
R OEPearson
_ 1 -.092 161 076 334
Correlation
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Sig. (2-
g ( .018 .004 120 .000
tailed)
15 15 15 15 15
N

2020 il ) lo 2 e Islaze) o) 1l
Sl A1 jlasg uEY! |US
t@IN S A1 g 3ol
Joblr @ eogn 38 LS V) 238 clbosl (3 ) L) 5y jemdd Durbin Watson L plasc) ¢
Ldie il SSalall o B (s gl @l [ Jad) Jag gV cllasl oy ) Lol 1 5 9 OY Lage 1ia OIS (6)
o bl @ 2011 2l (ol @ ol il o8 5id o 2 J) o3 Durbin Watson 2.3 o 5
L L A oL
ROE |5 0502 o8 WS adlYl Gl a8 e ovadl Jdan pb ddond sdad) JlE) 2368 plasiaal ¢
Gy o Wl 3 ol ep R2 G e o ¥ 20l S0l gl 22 )1 b5 & dalall ol el 28l SIS
o 1.35.6 s (g dsedl 1a (3 (Al e g osiad) e 1 a1 W) Sl adl S e Leho g @ 3 2SN
e IV L ) &Ll e g aadl iy Wl WU R ) O e S G il 3 Loplll oLl
5 ael s
saadl 51udYig (Durbin Watson Statistics) gl L A1 jlest mils :(6) J g
Model Summary
Adjusted R Std. Error of Durbin-
Model R R Square Square the Estimate Watson
1 5973 356 337 2.24512 2.011
a. Predictors: (Constant), Size Of Bank, Inflation Rate, Liquidity, and Leverage

b. Dependent Variable: ROE
2020wl ) Sl 2 e Tslaze) ) 2 aald

AN O fs
2l 3 SBAY S Ka o 2isedl OS] Lo wasd (ANOVA) U W2 sl ¢
S G i e bl (3 Ledll iy S S L 23sdl OF Jadl 4S5 (V) Jodl 3 mo e 2 LS(ROE)
2 ) (3 (s pll Ll ks 3sed) O Waslie % o Bih e g5t sl (6 a2Y) L) Folas 4) Mis aiey
ROE & ) o 158 ke oy 35081 0 o5 0f 1Sl QWL 5 (2lil g B Lzt ey bt o 3 SUs
(Analysis of Variance) ;! J< :(7) J s>
ANOVA
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Model Sum of Squares| Df |Mean Square F Sig.
1 Regression 224.863| 5 89.263 18.04 .000°
. 783.711 15
Residual Total 3.063
1008.574 10

2020 ol U Je blasl L) 1slas)
1z 3gedl SHalae
L ¢ abile O eSSl e g oeal Joas g Dy ailyy b S ROE #3660 )21 obllas wils o gbf
W el pmem g gl o 1S701 sz 5 139 (P <0.01) ROE s aslan] a¥s @l 28 30 J 0 S oieiadl Juns
0.360 oLt U] 35 pieadl Jame (3 321 30 d 3345, (P <0.01) ROE o astas] a¥s wls 2,12] 85
il 9,509 0.018 ) &lgdl 2 505141 30 ) 3505 ool L i Y1 a8l 2SI B> Je Wbl (3 50>
(B) Jgtr & mose 92 LS aSUWI Bgim e sl (35025 0.321 () clad) im0 50,011 ) )W

(Regression Coefficients) ,us¥i <hulas :(8) J o>

Unstandardized
Coefticients

Model B Std. Error T Sig.
1 (Constant) 1.570 1.005 1.013 .008
Inflation Rate -.360 153 -1.251 .003
Liquidity 018 .003 2.043 .000
Leverage 011 .008 1.021 134
Size of Bank 321 .046 6.018 .000

IS 2 3gel s el
ROE - 1.570 + 0.018 liquidity + 0.011 leverage + 0.321 size of Bank - 0.360

inflation rate.
R ﬂ\ ct:a

axr5 2019 ~2015 50 Jos 3> §1 sl Dl 22, o st bl g a5l el e sl
U el ] dedh eds caals dB g @y @) les Al jlas) e Bl Yyl U ol S
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