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External and Internal Determinants affecting Jordan Islamic Ban
ks

Profitability
(Y+1 oY 1Y)

By
Mutaz Ata Mohd Al Manasah

Supervisor
Dr. Ghazi Abdul Majid Al - Rakeebat

ABSTRACT

This study aimed at studying the external and internal determinants
affecting the profitability of Jordanian Islamic banks. The study was carri
ed out on three Jordanian Islamic banks during the period (Y+):-Y+)V) us
ing panel data method. Where the study included the variable depend
ent on the profitability of Islamic banks measured by (average) return on
assets and return on property rights and independent variables of external
determinants which are Inflation, money supply and internal determinant
s of capital adequacy and liquidity.

The findings showed a negative and moral impact of the capital adeq
uacy, a positive and moral effect of capital liquidity, a positive and moral
effect of money supply on the profitability of Islamic banks (ROE). In ad
dition, there is no significant moral effect of inflation on the profitability
of Islamic banks, no significant effect of capital adequacy ratio, no signifi
cant and moral effect of capital liquidity, no significant effect of inflation
and money supply on the profitability of Islamic banks (ROA).

The research recommended some important recommendations that ar
e the following: Islamic banks administration should put much effort to de

crease capital liquidity
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through the diversity of investing opportunities that plays arole in increas
ing the profitability average. The future studies should also take into consi
deration the internal and external variables affecting the profitability of Is
lamic banks. Moreover, the administration of Islamic banks should conside
r the external factors of elaborating the strategic future plans of the bank.

Keywords: Islamic banks, profitability, determinants, external and internal.
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Correlated Random Effects - Hausman Test
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Correlated Random Effects - Hausman Test
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Chi-Sqg. Statistic Test Summary
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~~~~~~ Cross-section random

Dependent Variable: ROA

Method: Panel Least Squares

Date: .¢/.1/va Time: v: %

Sample: v.v. vy

Periods included: »

Cross-sections included: «
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IDependent Variable: ROA

Method: Panel EGLS (Cross-section random effects)

Date: .¢/.7/va Time: vv: .x

Sample: v.»

Yy

Periods included: a

Cross-sections included: v

Prob. | t-Statistic | Std. Error | Coefficient Variable
LYoy Y,0AYYYe GATYYVAY GLYOAYAN C
Y44 -y, 0V ) Lo VA =Y EY INF
GYACA =1,) V1aMA N L AL E =, PYAVY MS
¥.vo.atv|E-statistic -\ -1eevR-squared
+»vivye Prop(F-statistic) -+revAdjusted R-squared
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