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Abstract:

This paper aims to study market discipline in Islamic banks, by studying the sensitivity of
Profit-Sharing Investment Account holders to the changes that occur in the bank’s financial
position. Al Rajhi Bank was chosen to conduct the applied study, and the study period extended
from 2006 until 2018, to conduct the study, we formulated two models, the first testing the quantum
mechanism and the second testing the price mechanism. Our results show that: We did not find any
evidence to support the hypothesis that investment depositors would withdraw their funds in the
event that the financial conditions of Al-Rajhi Bank deteriorated; While we find that investment
deposit holders have exercised weak market discipline on the bank through the price mechanism,
we find that returns on deposits are only in response to changes in asset quality and management
quality; As for the rest of the variables, we did not find that they had an effect on returns.

Keywords : Islamic Banks ; Profit-Sharing Investment Account; Market Discipline.
JEL Classification Codes: G21 ;G24 ;G29.
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fapl O Jally ¢ pualilly JlaaY) cla 8 V) L odgn edy liadl o s B JW L)
o Aadlay) Coliadl die AN Jlha (e pald g8 BT (Capaall) cjliaall 3a50aal) Ay gl
wal e aasliiels Copeadl) Canlis dhal cpeasall J8lsa 3215 ) gDl Agaliall daplal) (a5 dals
LS Capad) pla) clhi o 580l diaie 2Ly adlagll Glanal Gald @l aas (Jisaill jalias
eball dlle leind Laghin) gl ) Colaa bl 8 AT Lal ey cOpaaluall Ly Jlal
i€yl AaSsm ) o ¢ LAY Sile oS Lo 1Y Dlle lud ol Jead ) e o Ll Ll
s LS aya¥) slagind o el Adals oF Aplannl wilasl el =ie ¥ LSl cijladll )
Lluail DA o 068 Gipeadd) e sl Gujleall saa gl L) ol G ¢Guaalid) pa Jlal
i ol Lo agllsal canas Aplaiinl) wilagl elad oSy el jhalie Cajliad) deati Laxie gl ¢(§ul
Gism Dbl 8 cle ) aal e Al ailagll laal (56K o (e adde s dAuiaye ilse Cajluadll
.(Alaeddin & Archer, 2017, pp. 212-213) Zadluy) <ajladl
: gl Jaluad) djlan (b A Laiia) adlagll Glaual aalss A cilbgeal) 4.4
Glashh Bl L) Cpliadll (e ddpad) deliall o (sipdal) by Gl Ga paall
de i) dyyell Mleal) dead PIA o llial) oda Jlels I SLall e (aia diyylay 4y )Ldiny|
) asll AL pleal) o ALY B et 6l sl J3S desd cllaliial alasind A (e agd
) das (s 8 Jidl aadis gaf diph dla o LS dglle s Hlalie 8 s o
o3 ALY Aag LAplinal gl Glaaal dias 5ol dal e Lelsh LY e (Capadl))
ey V) 5l Alee (e i it Al adlagll elald degdadl ~LY) das Gl el
L ) Ayl A<D cAnliil) Cajliaal) dxisi (2 Silall Janay 8lsbusall mpay Sl ¢ anladl)
gl el ool clpbines (Bl Lo daldy A8ladl) (ogiue Calaa) o Dbl Clleall 028 oo
) i agllsal elaf Adhe AHWENT flall el e laa coall e Jease 13y cplai)
Gamdl Blaai) (s5ie (o a0 AT Blanss < AT Cipmn sai Jsatll PIA (e 4idlans sl Capeaal
(Archer & Abdel Karim, Profit-sharing Investment Accounts in Islamic Banks Adlaalg

.+ Regulatory Problems and Possible Solutions, 2009, pp. 303-304)
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L) Ciylad) alasind o V) Ldlad cpise e dLdna) gl Glaaal of e a2l e
WY Aalae aliialy jléauy) shlae Jlial i (Profit-smoothing) =LY sea Gl oda il
ke cCpliaal) Ll Wjilsa (e iy Lae 3] wilagl o o) clus il i 4l ()5S 8
Ciplaall aulgll SLENT 3 oally ) Jie Gl (e 230 8 L) Cijliadll aias @l e
ples o inan 13 JS ) dapdl) e Gilsie ooy @il o ol pUai Lhey dalu)
o Gsbanin agl Ll agllsal Cand 35y 1g 5 o Apléin) adlagll Glaal oY ¢sndl Lol
sylaliall 52l LpadsY) Ciliaall Ginaw 138y ¢ Bsndl s pe cauliyy agihlaiind o ulu Sile Jars
(Archer & Abdel Karim, Specific Corporate Governance Issues in islamic aijladlls
.Banks, 2007, pp. 332-333)
it A L5

tAadial) dsagially Ayl dde 1.5

& ) Cjbadl 581 G e Lfin G cgasmd) aabll Cipas duball e ciled

Lo sl Jal (a5 2018 44le 1) 2006 3w e duhyll 58 catial Cun (Jpal) ana Cua (e Alall
Omdsal ol L Y ol aalll Cipas o Laoll Gk & suyley Aplaiinll] ailagll Glaal (1S 13
il 1) Lo Alla 3 agailys Cany (sasiin adlagl) Glaal of laolie ) &SI 30T Gandy J5Y)
z3saills ¢o1aY) Chinay adlagl aaa ) G Al Ay DA e @llg dlle Capad) llis
) ¢ pradl A1 as) Jal e taag o)) Chbines glagl) e dlall 8 sl G Al Gy G
G oS el A Gjbadl e Alle Sle cllay (sesiie Al gl claal ol Lol
@ @ond) Bluail Auhal legDla o s pdlll Gl Gadgail) aafi by Lady ¢Aillall Lgipias

ADeposits; = a; + ;Bank Risk; + & ......... (01)
ReturnDeposits; = o, + ,Bank Risk¢ +p ......... (02)

tAyal) Cfyiia 2.5

¢l yuie ety cdlagll aan & padll A <ADeposit,

(el e Lial sas gyl wilagll el e 3g)Lnn) flagll Sile 4w «ReturnDeposits,
Slo el Sy cCipadl ggiwe e oY) Guld Cljise Jelid Bank Risk bymdal) Cilyiall L
S S0l esllac) oy o(Jpa¥) laalfaslll Goia Jleal) Jlall (ol BUS Jalae 13 pigall
S 30l selac) ais o(Dlusailly g Al Naalfsiniall (g all) Jsal) 33 Jalia ¢(CAy)
Dl Jalaa ((Ep) S Do)l sslhel oy (Jsa¥) JlealfAdlall dagill) Lapll Jalaa ((AQy)
(Jaall  Jleal/Aal<al) 5,)2Y) sa5a dalaa $(Lg) G 3ol opla) iy () an)/ABL) J s
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Alladl 23l o alaie Wl Byudally Al Cilysriall s luay Liady ¢(My) JUI 30l oo llae)
2018 Ae 1) 2006 (s 3iaal) 556l aall) Coyadl

1Sl 4] 7 dgall Agilanl) alilll 3.5

S AT e s A ISV z3sail) ANy dygiae ate ) Ula g diglany) clulall el o

Azl Jais Wl slins 138 €olaY) iy A)ldinl) adlagl) ana & el o 3D Ay DA (e
o) zhsa o ol (il ) judy JEie aaly jaiie Vs ams Y 4 ladlie ANl ¢ Hy Ayl
Ll (sulay ¥ AHlia) dlagl) clawal of Jaill (Sey Bas le DA ey (0she e adlagl)
ST (DA e anhll Cipae e 35l

: ) 4] 7z dgall Liliaal) giliil) 4.5

() 4T) adlagl o ailad) zigad JLEA) @ilii 0 O1 o) Jgand)

. regress returnDeposits CA1 AQl E1 L4 M4
Source SS df MS Number of obs = 13
F(5, 7) = 25.74
Model .00573957 5 .001147914 Prob > F = 0.0002
Residual .000312187 7 .000044598 R-squared = 0.9484
Adj R-squared = 0.9116
Total .006051757 12 .000504313 Root MSE = .00668
returnDepo~s Coef. Std. Err. t P>|t] [95% Conf. Interval]
CAl -16.33695  28.43852 -0.57 0.584 -83.58338 50.90947
AQ1 97.23893 38.0334 2.56 0.038 7.304218 187.1736
E1l 227.8551 54.36501 4.19 0.004 99.30231 356.4079
L4 -24.64589 19.83567 -1.24 0.254 -71.54979 22.25801
M4 48.10461 19.15984 2.51 0.040 2.79878 93.41043
_cons -.1081643 .1295113 -0.84 0.431 -.4144099 .1980814

STATA galiy gilii 1 jaall

Gl @by il i) s Afiaall il of olies 1305 9694.84 & R? dad of o
5 e Jil 585 0.0002 g5k Prob F o Lays ¢z 3saill 3 leall & ol (g)a] culyand aasi %6 Ul
i) Liall iy e 2y e GV e dllia o Walie ills bl Hy dacadll Ji Wl %
(SIS S8 ey (ggine 48l o3 (3 wilagll o Slall = 35a s

&l %65 e LSTProb oY (ssime e e it (CAp) Sl Gy LS Jalaa of Jaad Y
3sag are o s aag QL) Guly S el e Bl 0 corall o Y wdlagll e ilsad) (o
@hagll e dlall z3sai b oladls ssine (AQy) Jsad! 535 Jalae of Jaadls Lals ¢ pud) Jaluacal
e Sle by Cipadl Al LIS simidl G gal) <l WS asl gl ¢@sud) Bluail agay e L) s2ag
Slo Blall Zisan sy sine (Bq) danyyll Jabae of Bl WG edg)Léiny) gilagl) eliy ol
Bhsas Isdlay O g el e @asll laal (Y ¢Gamdl Blaail agag axe o Qs imy 43S cadlasl
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Slagl dile 8505 Ll A Cajemdll dimyy 503 Alla 3 Wl dlle Capad) jlalis culS 1) 44l
Y gilash Glaal of ol cgsine e (Ly) Usaad) Jalae of Lo 1aad lagy ¢ ilaiag anla af 13g3
o2 & (Gsull luail gag are o maaly dida Jaag cCapaall dals 8 Al Al Hlalad ¢ sty
al gl (@endl Blamil pas o 5L o3ay s (gsine (M) HIY) 535 dalaa ¢ Lalss ¢dllal
e @iy ) Cipadly aday 1aag )31 Alady i€ culi Ll Jaall Jlea) ) CadlSall Lo cly LS
gl Gl ey ey s Al gilagl e Al

(red) AT) Nilgad) o dilad) gz 3gad Baga cillid) 5.5

Bloll asall sl Jlal L1.5.5

Rloll aall a3 gl JLEA) 102 8, J gaad)

Prob>chi2 adj chi2(2) | Pr(Kurtosis) | Pr(Skewness) |  <ulaalill ) yazial)
0.3901 1.88 0.7902 0.2111 13 sl

STATA gealiy zilii 1 jaaal)
Juaa¥) of WS X500 = 5.99 ddpal) dadll (e Sl a5 1.88 Ausunall auyi IS dad of Laadls
o zasall il of bolie Al Hy dpseall duapdll Jis Jilly %6 5 e 58T a5 0.3901 sl
- srnhall a5l
oWl ol (uilad JLas) 2,55
s UadY) cpld uilad JLER) 103 a8y Jgaad)

Breusch-Pagan / Cook-Weisberg test for heteroskedasticity
Ho: Constant variance
Variables: fitted values of returnDeposits
chi2(l) = 1.22
Prob >chi2 = 0.2702

STATA galiy @ilii @ jsaall
ep oS Aad o) Ladl (Gl Jsaall i A (a5 Breusch-Pagan sl e slacYy
52Xl Lo sag <5 duya 4325 % 5 Augina (goie dic X2 = 11,07 Adgaall dadll (o 8 1.22 4 gundl)
e JS5e da g Y ol e ladl) ol culiy ABGN Hy 4paaall dum dll Jis 4de 5 €0.2702 Jlaay) dad

el s ailas
trbloal) O (AIA) Aeadedtl) Bl ¥ jLss) 35,5
Blsd) O A BLS Y LA 104 ad) J gand)

Breusch-Godfrey LM test for autocorrelation

lags (p) chi2 df Prob > chi2

1 3.682 1 0.0550

Ho : no serial correlation

STATA gealiy il 1 jaaal)
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idsaall el (e J8 a5 3.682 (g5l LM dag (f sl Breush Godfrey loal mits A (4
£0.0550 Jlan! dad 0SB Lo sy ¢5 Apa daydy 965 Aysine (ssiwe dic XZ =11.07 anp gl
clsl) 13 Dl dsm g ABGH Hy dyieall dumyall Jis il
cill lla iy Mg JSLEe (6f (e (Plan Y zasaill ol Jsill oS0 3 g

;) Jalas 6.5

Aglall iy dgana (3o Bl (g gulas Aplin) ilagl) Claal ol Jsil oS psanll o
e s L) Al cleall asty o 4l LS (anll Capean o 530 Al (s o) Lluaill 13
bl Giae 8 gudl blumil Ciaa e (Sars $AaDUl dmmaail) Cileay) MATY Lgie ki)
t ol Lad LS Qlad sac )

En Aplaia¥) wilagll aasy A3lie 5 Lty Aylall gl e aalll Cipas sl Yl
e e g Copadll 8 55 A ASL Gsia e Lo agadll Jlea) ) dplall adlagl) i<
Sl caly a8 dg lanuyl aihasl W 96 89.59 2015 ale Ld A el cialy Cua (2018-2006) 35l
905.33 Cilias Aty 2015 ale led A o) cly (a8 0618 ) ciliay Cua 2008 ale Ll A

Gahally Jasedily adl)dipadll Gldee o S (g)las Ll s Cipeadll il blis Ll
sl 234 311 2018 ale Anhally il g Babiall Jady (2 CBgall aan gl Eus (Bralially
Oy Csle 171 je sang Japusilly wl) pan ilys cChlalpmsall Jen) (e 64,1206 Jabey o csapmms 0y
Ayliny) Capaall dadsl S (pa B (Cipadll cOLsa Jlea) (10 7350% JSd say sasma
Lo ge ST gylan Lalin s aalll Ciae Jalis of ol 2018 alad lasasdll Jlea) (0 11,80%
Vs astae lenyy aabll Cipae Clasage (e 80l duall J35 ) dagail) clilee oy ¢l Lol
Cipadd Dygiaadl )@l dudyy die Lang LS €4S Lalls dyjliaad) famy 43)lie dle halie e gohi
138 JS Dy paill anay Ajlie lan Al Losdy dagiee 05S5 ASE AS LA Apliad) jaa of aal))
S Aylall Gl e adiny Cipad) WS ¢ aalll Cipan 8 Gsudl Balumil dgay e 2all 8 aal
(Cipadl) iyl (0 Digaciaa agllsal Y dgle il Capead) Ldha o 5l A Lelaal (5 Gl
R s (KI5 Gl ) Cijlaall 8 Gudl bl e G leale Jsmn S L) dlagll o
Aplall ailagll 43 )lae

il laglaall e Jabeill 8 Aally haiall Alinay) gl claal lie ¥ OBE
(il ao Jobeill Ao 50 S agual Cal ilagll laal (o AT ey (Gl L) Gl
dpagad Jsa @l Glaal ol 2l el pali e oo clnd B2 ) @S pla) (S
DAE Y Cusy LY Cijliad) b 38eal) (el cdlay) Ciplad) b dpldnu) Ahddy) dagg
pedlani e haY gl Claal lealing 3 4855 gally 480 o glaall S
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¢ 23 gl
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sty o il WS cCipadl e 50 Al s o Blaal) s anlll Gipae o 4l
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