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The Internal Determinants of the Profitability of Jordanian Islamic Banks
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ABSTRACT

This study examined the internal determinants of the profitability of Jordanian Islamic banks (Jordan Islamic Bank
and International Islamic Arab Bank), using annual data covering 1997 to 2019. ARDL econometric method is
used to estimate each bank model separately. Estimation results showed a relationship between the bank’s size and
capital adequacy and the profitability of the two banks. There is also a positive relationship between asset
management and the profitability of the Jordan Islamic Bank, the deposit ratio, and the profitability of the Islamic
International Arab Bank. However, there is a negative relationship between the assets’ quality and operating
efficiency and the profitability of the Jordanian Islamic banks. The study recommends that Islamic banks must
work on increasing their profitability by increasing the size of their assets and the capital adequacy ratio and raising
the quality of their assets by paying more attention to the way their clients are selected to reduce the default risk.
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SIS (s ) e U oot Las i) il
%3.8 o ) g i Al o 6 o 5 35

%0.5 5lene Gails %5.52 5

COd g ade S e 7.77 Glae Calail %60.38
gl Joa aitll s
Lol Cingliis %27.78 (DR) pdlasl) Lol Jaussll alss
i les 51,06 (Hles il %29.3 %25.69 o
ol Lo G dul) iy ol s3a B Caglis 3sng pae
IS s @ (sl ¢ailagl DA e J3 Jsaa) (50 %28

(%) 2019-1997 A3 D) dlial) cystial dnduagl clslany) (2) Jo2a

AM| DR | OE | LR | AQ |[CAD| Z | ROE | ROA

465 |27.78 | 49.73 | 4655 [ 1.31 | 7.94| 3.4|16.64 | 1.32 Bl

5,52 | 29.3|60.38|58.21|152| 961|358 | 21.6| 1.89 dad e

3.8|25.69 |4265|3754 (111 | 6.74|3.17 | 1353 | 0.97 dob 3

05| 106| 7.44| 711| 01| 093] 01| 22| 0.25| Gl Cilaiy)

Ot dlae) et )

damia)) GlbliaY) daw (& Lol sy %1.55 ek ol L) el el ety Led L
o Al DLl & Lol Aldsdl jileall dgalsal Lugl & (3) &) dsaall 8 dald) Cysiadl Sleleas)

O Aol Cangliig cellally dugina) Blayly Ayl cpal)
craidi) WSy 043 (glae Cibail %2.51 %1.11
Ladgid) ludll BY (gl dadipe Bga o iy ducdl
A (sS0 Aaganall (ygaall daits

Vs %41.36 (LR) Asaudl Gpestl  lesad) Tl i
(Jpa) Jlaa] Y Gl aady Gl Joua) Lo Jias
Glare Cibail %5821 5 %27.86 gt Cangl i N
o2 &l o adgug ccaadll G sl 25 08w 9.53
e Vgl 23 Aml) Jlsa) BY danyll e Lube | Al
Jadall 5ol Las Jagia il QAT aila (g ¢ Bpaliins
Oe IS 3l (e %75 ol e G i 35 %75.17
%141.67 %42.65 o Aol cangliy cclamll PDla
pll las eaaly AT dgag S Lae 40.52 (Hlae ilail
Ll Jea

Ll Cinglis %63.44 (DR) adlagh Ll Lacigll il
% Lae %30.14 (5)lune il %91.16 5 %25.69 ¢
%63 )l Le G dueadl) Jiady (il 038 Cglis 35ng
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Lae <0.24 G)las Ciliails 3.58 5 2.85 (o sl gl
Sl o hlae) Cajlad) alasl sl (yli
(CAD) JWll [l 3 Gl leaad) Jassll ilig . JguaY)
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Oo B2 g ool 5 o cly Ll b))
GlXS g cdamall e Llag) (uSiely Lae Al cilleal)
O Al Cmglp Cua duall 08 B € GRS dgag

%2.03 e Calails %5.52 5 %0.14

oS UK s Ll (gl ¢pdlagl) DA (e I3 Jgea) 00
O lebasy) s WS lued e Jisai uae e
IS Ll 2385 %3.11 Jsea) By dueil  losall Jasssll
iS5 cJpaad) Man) ) Lk Laal) Jadl) als b e

(%) 2019-1997 _dgall Syl (ol il cipiial diaagh) sliasy) (3) Jsta

AM | DR OE| LR| AQ|CAD Z | ROE | ROA

3116344 | 7517 4136|155 6.51|3.26 | 13.07| 0.99 Jauigll
5.52 191.16 | 141.67 | 58.21 | 251 | 115|358 | 21.6| 1.89 dad o
0.14 | 2569 | 4265|2786 |111| 092]285| 185| 0.14 dad 3
2.03130.14 | 4052 | 953|043 | 359|024 | 6.08 | 0.52 | glaall i)y

Tore ki) ASie agng a2 (3) o) sl e ek
e () s el b dexdiall il (e (_5\ O
L) 3sms @ll3 By 0.8 (3o i Lli V) Jalee a8
Gga e dilally (ROA) Jsad! Lo lall o laa (58
bl JS a3 Aal Gl oy «(ROE) 4Ll
B il i G Ul Tdige Jaa 130y ccilida z3gas
S IS8 Bl (S

el alae) et ol

reiiall Gu BLaN) .2 .4
g O ADa) maags (e bl Y Adshean duaal pun
O LYY dayng oladl ol cdliiaaly dalll clyurial)
e DA e L) 2l Adlaas (e goaill ccyial)
e Hekaiy chiall (g zsdje blo)) AlSe ssag
0.8 oo ST Laliy¥) Jalae G <ilS 1Y) zgaall Jalsi Y

03 Zasaill 8 leddlind (pyaitie (g

AN ) il cpaiall oy Jalii Y Adsiuaa (4) i

ROA|ROE| Z |CAD| AQ | LR | OE | DR | AM
ROA | 1.00
ROE | 0.97 | 1.00
Z 0.22 |0.29 |1.00
CAD | 0.29 | 041 |0.41 |1.00
AQ 012 [0.09 |-0.09|-0.11 | 1.00
LR |031 [048 |0.27 |0.65 |-0.28 | 1.00
OE |-0.08 | -0.51 |-0.19 |-0.27 | 0.15 | -0.41| 1.00
DR |0.27 |042 |0.16 |0.08 |-0.04|0.16 |-0.18 | 1.00
AM |-038 |-0.34 |-023|-30 |0.16 |-0.48|0.56 |-0.28 | 1.00
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Al DY) ) il el G LY Abshaa (5) Jsis

ROA | ROE | Z CAD |AQ |LR |OE |DR |AM
ROA | 1.00
ROE | 0.84 | 1.00
Z 0.25 |0.45 |1.00
CAD | 043 | 038 |[0.44 |1.00
AQ |0.08 |0.28 |-0.14|-0.13 | 1.00
LR (035 |031 |0.17 |0.33 |-0.27|1.00
OE |-0.14 |-0.37 |-0.21 |-0.21 | 0.18 | -0.40 | 1.00
DR |031 |0.26 |0.18 |0.10 |-0.06|0.19 |-0.24 |1.00
AM |-0.41 |-0.39 | -0.26 | -0.28 | 0.20 | -0.42 | 0.61 | -0.36 | 1.00

pans & (7) dsaalls (6) Jsaadl b dmpaall hlal) g
geny JgY) Al ey (sl die ALlSie oyl
A e W3 ey Lae cJsY) (0)al) e ALKt i yiidl

sl slaY Lgsdhay changll i

ol dlae] et jaadl)

bl i L) .3 .4
dedlad) bl e GRaill saasll i jlos) el @
Dicky- Jlgd— S slia) aaaiald el priall asead 4ia))
Phillips-Perron ¢ysym — (eulé lasls Fuller GLS

S ) il Clpiial Bangll ks LS (6) Jsta

Qg — ol JLad) A = S s
Js¥) @A Ssiwall | JS¥) @A Sgieal)

-3.9814*** | -0.8559 -4.1059*** | -0.8248 ROA
-4.3571*** | -0.8353 -4.1823*** | -0.7908 ROE
-3.9125*** | -2.4102* | -3.8911*** | -1.0184 Z
-4.5691*** | -2, 4008* | -3.8423*** | -2.1775* CAD
-4.4129*** | -2 8715** | -5,1844*** | -3,.9048*** | AQ
-4.0269*** | -0.7984 -4.4423*%** | -3.0045** | LR
-4.7125%** | -2,7584* | -4.5697*** | -1.7258 OE
-4.4426*** | 3.7812** | -3.9812*** | -2.6882* DR
-5.2480*** | 2.8781** | -5.0416*** | -3.9847** | AM

%10 xic (goina (¥**) K5 e (gyina (¥*) Yl e (gyina (¥)

Odialll dlae] e jaadll
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Aol ) ol Sl ctial Baaghl ks LIS (7) dgta

Oasm = ould JLIA) Sst — S ks
IR A | gsad) | I8 G | s

-3.8421*** | -0.8117 -4,2228*** | -0.8421 ROA
-4,2254*** | -0.8412 -4,3125*** | -0.8254 ROE
-3.8914*** | -2.6125* | -3.6457*** | -1.5614 Z
-4.6142*%** | -2.5478* | -3.7574*** | -2.2145* CAD
-4.5142%** | -2.2564** | -5.2488*** | -3.7813*** | AQ
-4,1025*** | -0.8014 -4,3547*** | -3.4501** | LR
-4.6621*** | -2.6872* | -4.6637*** | -1.9156 OE
-4,7812*%** | 3,7425** | -3.5147*** | -2,5128* DR
-5.3417*** | 2.2641* -5.4056*** | -3.8758** | AM

Gl il sl € Jlaal e lae (JB) e
- Gall Glayall danyha aladid die Jalasl)

ol dlae] et jaadll

QoS etz bl s 5 (8) sl
iSbe OIS 5 2gay LY il iy Cus il

didall Jalsill Gudlaga LI (8) Jga>

JIB 1HAB

JTrace JMax JTrace JMax
None 131.55%** | 83.14*** | 133.12*** | 84,93***
Atmost 1 | 62.41*** | 33.48*** | 67.22*** | 35.26***
At most 2 | 44.74*** | 29.62*** | 46.82*** | 30.14***
At most 3 | 33.48*** | 20.66*** | 34,59*** | 22 H7***
Atmost 4 | 21.16*** | 18.37*** | 22.54*** | 19.26***
Atmost 5 | 15.23** 9.45** 16.47** 10.28**
Atmost 6 | 11.24** 1.82 12.02** 1.97
Atmost7 | 1.24 2.83

sl Julat il 4 .4

JoY) gasalll milii .1 .4 .4

Jyadl o Slalh Layl) e zleall 1 i
@bt (10) Jsaally (9) Jsaall & slsll mStully ((ROA)
degana o (piyad (ROA) Jsa¥ Lo ailal laaily

S Chsiall s Gt Baagll 3 LY U
Jead) a8 13 e JgY) Al die e Lgummg (s5ineall dic
sl Al JSI JgV1 Gyl 3308 (ARDL 7350 3kt
B LAk zasedll 18 Juding cBfie Buna Lie) Judla
Al (K0 Gl cUay)
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ROA z3sail jlaat¥) dlsles G Jibaill (g ek el
M zgall 138 dishll dadll V1 Ll el
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ROA: (JIB) = 7.1547 + 15728 Z: + 0.2147
CAD:t - 0.0257 AQt+ 0.0194 LRt
- 0.0216 OE«+ 0.0041 DR+
0.2342 AM¢+ &

Where: t = 1997-2019

iy JARDL z3sail Uiy dlilly Lalall Zdslall i)
dad O S0V DLy Gl (alall (9) dsaall BlA
Usieal) cpriall (30 173 iy Le & 61 ¢ 0.73 )l R?
o WS (ROA Jsa) o dilall alill il jusis
LS agaall jlaal) =5 DA e didaill #3gail) Ladla
o2y L 0.21- (gsly Uadd) momas Jalea G el
2V ellaal e %21 i Lo G (i Lae cgina Al
a1 b sl gl ) gaall lmanaai (Ko puail
F-stat. ARDL asasll jlidl e un WS (Jaghll
daall ol e ST Ligusadll F 4ad G Bounds Test
Le 4.37 (e JB Al Liginal) iligins gaen die Adgaal)
Usied)) chpiddl e dal) dlgh ADle 25a5 e

N Sy dlill ROA Jushall JaS ARDL Jadas geilii (9) Jsaa

Variable Coef. Prob. | Variable | Coef. Prob.
C 7.1547 0.0214 | LR (-1) | 0.0194 0.4125
Z(-1) 1.5728** | 0.0353 | OE (-1) |-0.0216*** | 0.0081
CAD (-1) 0.2147** | 0.0417 | DR (-3) | 0.0041 0.2947
AQ (-2) -0.0257 0.1298 | AM (-2) | 0.2342*** | 0.0007
F-stat. ARDL Bounds Test | 6.592 | R? 0.734

Cointeq. (-1) | -0.207 0.0015 | AdjR? | 0.754

Pl xie (gyina (¥*¥*) (Y5 die (gyiea (¥¥) Sl e (gyiaa (*)

)l ae Byestal) Aldiadl)
ROA z3sail jlaat¥) dlslas G Jibaill (g el clliyg
t oY) <Al M 7 3gall 13gd Y1 Y el
ROA: (AlIB) = 4.3214 + 1.7915 Z: + 0.7514
CAD:x - 0.1258 AQt+ 0.0347 LRy
- 0.0119 OE#+ 0.1248 DR+
0.1419 AM¢+ &

o dilly palall (10) Jsaall DA e i
ol L Of 6 € 0.70 s R? dad & Jsal) oly)
So Gl ol i) i Al clrid) e 770

ol il palall (10) Jsall B (e (il

ol L Ol @l ¢ 0.70 s R? dad & Joal) ol
Glo il Al end) e Al chsidl e 770
P e bl 2350l Aadia (5 LS (ROA sl
sl Ut eomas Jales (5 el LS agaal) Lol il
%19 il Le & i Les cdagine daiill s3ag Luyii 0.19-
sl ol lnana (S el oY) oladl e
F-stat. asaall JLas) (e oo WS dishll dal) 8 )5l
ol e ST digundl F 4es o ARDL Bounds Test
os JB G dgiedl Gligsice pues die Lol Al
Chsial o Ja¥) dbgh Al 35ng e Ju L 437
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ey Lo & &l € 0.70 oles R? dai & ol DLy
el S gl ) ks Aad Synd e 470
Pl e Jibaill 2350l Aadia (5 LS (ROA JseaY)
Ssle Uadll omat Jalea O el LS agaall s il
%19 e Lo G sing Las i daiil) 235 Ly 0.19~
sl ) gsall lenanaas (Sas peail) JaY) il (e
F-stat. asaall JLas) e o WS skl da) 8 )5l
il e ST digusdll F 4aa f ARDL Bounds Test
os JB A dsiedll Glisis ppen die dilganll Al
Chariall Gu Ja¥) dlbgh dDle 3sag e Ju e 4.37
L i) e Byl Al

ROA z3sall jlaat¥) dlalee & dlaill (e jeday lliyg
t V) Sl M 7 3gall 13gd Y1 DY) el

ROA: (AlIB) = 4.3214 + 1.7915 Z¢ + 0.7514
CAD:¢ - 0.1258 AQt+ 0.0347 LR¢- 0.0119 OE+
1€0.1248 DR+ 0.1419 AM+

Where: t=1997-2019

P e dabaill #3saill Lada (a8 LS (ROA Jgua!
Wadll mpma alee O el WS ¢ agaall il mils
ol e &) (i Lo g daniill 385 Lyt 0.19— (gl
SV el lenma (Ko il JaY) el 0 %19
353l SLadl (e ot WS caghll JaY) 8 (S5l acas)
ST Lgundll F des Of F-stat. ARDL Bounds Test
& A dginal) Dligine paen 2ie ddgoall dajall 0idll (e
el Ja¥) dlgh dle d9ag e Ju e 4.37 e
) il ae Byestal) Alkisdl)
ROA z3sail jlaat¥) dlsles ¢ Jabaill (g sy g
P V) <A Mt 7 3pall 13gd a1 DY) el
ROA: (AlIB) = 4.3214 + 1.7915 Zt + 0.7514
CAD: - 0.1258 AQ+ 0.0347
LRt - 0.0119 OE«+ 0.1248
DR+ 0.1419 AMt+ &
Where: t=1997-2019

ol il Galal (10) Jsall DA Ga o

sl D) uad) didl ROA Jushl) Jadd ARDL Jalad il (10) Jgaa

Variable Coef. Prob. | Variable | Coef. Prob.
C 4.3214 0.0189 | LR (-1) | 0.0347 0.5437
Z(-1) 1.7915** | 0.0401 | OE (-1) | -0.0119*** | 0.0009
CAD (-1) 0.7514** | 0.0318 | DR (-3) | 0.1248** | 0.2154
AQ (-2) -0.1258** | 0.0465 | AM (-2) | 0.1419 0.0011
F-stat. ARDL Bounds Test | 7.002 | R? 0.6957

Cointeq. (-1) |-0.189 0.0009 | AdjR? | 0.7014

%10 xic (gsina (¥**) %5 e geina (¥*) Tl e (gyina (*)

026 LS (ROE 48l G3gea e dilall glill juiall yusis
LS ¢ agaal) jladl =i PR (e dalaill »3saill dadla
sy L 0.17- slw Uadll pnesi Jalaa of el
oY) laal e %17 ol Lo & (ging Law cgina Aol
V) b kil gl sl lemmat (Ko peail
F-stat. ARDL asaall jlidl e ud WS (Jughll

S 7 3saill 2 4 4

ISl Ggis o dlall dsll e zagalll 18 )

ady dsaalls (11) a8 Jsaal) & Bl bl «(ROE)
e (ROE) asld) Ggin o Sl jlasily sl (11)
DA e by bl alal) il i) de gana
R2 dad & So¥) oY) dlull alall (10) Jsaal
Usieaal) iyl e 172 ey e & ol ¢ 0.72 gyl
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ROE: (JIB) = 141.4962 + 28.0827 Z: + 5.5781
CAD: - 4.2871 AQr+ 0.5826 LR: -
0.2087 OE+ 0.0108 DR+ 2.7925

dajal) aill e ST Liswsd) F ded G Bounds Test
Lee 4.37 oo J8 Al gl ilbigics aaen die ddgaal)
Uinall chysid) u Ja¥) dbsh 4Dle 25n5 e Ju

AM¢+ & ) i) a8yl
Where: t= 1997-2019 JSal) 33T 7 dgail) gl Jlasiy) Alilas O elas Gl
:‘:;33!\
A3l ) aal) dill ROA Jushll JaSd ARDL Julad il (10) Jsas
Variable Coef. Prob. | Variable Coef. Prob.
C 4.3214 0.0189 | LR (-1) 0.0347 0.5437
Z (-1) 1.7915** | 0.0401 | OE (-1) | -0.0119*** | 0.0009
CAD (-1) 0.7514** | 0.0318 | DR (-3) | 0.1248** | 0.2154
AQ (-2) -0.1258** | 0.0465 | AM (-2) 0.1419 0.0011
F-stat. ARDL Bounds Test | 7.002 R? 0.6957
Cointeq. (-1) | -0.189 |0.0009 | AdjR? 0.7014

%10 xie (gina (¥**) %5 e (goina (**) Yol e (geina ()

daall ol e ST Ligusdl F 4ad G Bounds Test
le 4.37 oo 8 ) sinall Cligins aues die &dsaall
Usiedd) il da¥) dbgh ADle 25n5 e
i) e Byl

JSAD 33 7 dgal) 13gl Jlaadll Alales G jeday el
N

ROE: (JIB) = 141.4962 + 28.0827 Zt + 5.5781
CAD:-4.2871 AQt+ 0.5826 LRt
- 0.2087 OEt++ 0.0108 DR+
2.7925 AM+ &

Where: t= 1997-2019

AU £ agall) milii 2 .4 4
L) Gois (Ao Slall Ll e sl Mo g
&) dsaadly (11) a8y dsaadl & 25l itulls ((ROE)
e (ROE) 48l Ggan Ao wilall jlassly alaws (11)
P e i Sldl daldll Adlall cyeial) de gasa
R2 dad & S0V oY) dlill alall (10) Jsaal
Ugiaall chsid) e 172 ile Lo G @l ¢ 0.72 st
O WS (ROE 48l 3gin e ailall il juiiall o
LS ¢ apaall jladl =5l DA e dalaill z 30l Ladla
o2y Luys 0.17- (glw Uadll momeai Jalea & ek
a1 eladl 50 %17 ol Lo Of e Laa chigina Aol
a1 & (sl gagll ) gsmll lmanaai (Ko puail
F-stat. ARDL asall ladl e cp LS cJaghal)

AN D) dill ROE Jashal) (ol ARDL Jalad il (11) Jgoa

Variable Coef. Prob. | Variable Coef. Prob.
C 141.4962 | 0.0247 | LR (-1) | 0.5826 0.3758
Z(-1) 28.0827** | 0.0288 | OE (-1) | -0.2087** | 0.0109
CAD (-1) 5.5781** | 0.0481 | DR (-3) | 0.0108 0.2154
AQ (-2) -4.2871 0.1781 | AM (-2) | 2.7925*** | 0.0003
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Variable \ Coef. Prob. | Variable | Coef. Prob.
F-stat. ARDL Bounds Test | 5.821 | R? 0.6614
Cointeq. (-1) | -0.172 0.0014 | AdjR®> | 0.6814

%10 xic (ggina (¥**) %5 e (goina (¥*) Tl e (gyina (¥)

hsidl o Ja¥) dbgh Al 35n Lo Ju L 4.37
) il ae Byl Aldicadl)
ROA z3sail jlaat¥) dlales G Jibaill (g el cllig
t V) U<l M 7 3pall 13gd Y1 DY) el
ROA: (AlIB) = 130.4251 + 24.1847 Zt + 4.6842
CAD: - 4.2871 AQt+ 0.4381 LRt
- 0.2087 OEt+ 0.0113 DRt+
3.0184 AM+ €
Where: t=1997-201

ol il (el (12) Jeall DA e i

le L Ol 6l ¢ 0.67 s R? dad & Joal) ool
S Nl Al i) i Al cilyrid) e 767
P e daaill #3saill Ladla (a8 LS (ROA Jsua!
sl Uil mameat ol 1 gy LS aganl) sl il
%17 ol Lo O Fine Lan cgina daill 030 Ly 0.17-
sl gl i (K il JaY) eladl (e
F-stat. ssaall ki) (e o LS coshall Ja) 8 355
ol e ST digundl F 4ad o ARDL Bounds Test
oo 8 Al Lgied) Cligins paen e ddgaall da )

A3l ) aal) ill ROE Jaghall Jald ARDL (aa il (12) Jgoa

Variable Coef. Prob. | Variable | Coef. Prob.
C 130.4251 0.0107 | LR (-1) | 0.4381 0.4427
Z(-1) 24.1847** | 0.0387 | OE (-1) | -0.2087*** | 0.0024
CAD (-1) 4.6842** | 0.0325 | DR (-3) | 0.0113** | 0.0148
AQ (-2) -4.2871** | 0.0460 | AM (-2) | 3.0184 0.1209
F-stat. ARDL Bounds Test | 5.0982 | R? 0.6701

Cointeq. (-1) | -0.168 0.0028 | AdjR? | 0.6847

%10 xic Gyina (***) H5 xic yina (**) Yol e syina (*)

.(Husain et al. 2015) 5 (et al., 2017

Slally CAD JWl oy S 0 dladd 38le 939
ROE skl 3gs Ao ROA lally Jeay) o
il WS el JUd) Gy G0US daes il LS8 ¢y ol
Wahidudin) :4d) Jeass L ac5 daiill sdag ¢ Sl Aoyl
(Alzoubi, 2018) s (Ramadan, 2011) 5 (et al., 2017
Paulin & Wiryono, )5 (Siddique et al., 2016)
(Abduh et al.,, 2013)s (Raissi, 2015)5 (2015
-(Akhtar et al., 2011)

e Alally AQ Jsal) s2sn (o dule 3Ble 393y
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sy @il Jalas .5 .4

JsY) zasall i) Gl Cadeal) il cuiy
e B G g Blo)) dsag (M cud) (s ¢ Sl
O (s (ROE Sl Ggin e xilally ROA Jsua)
:(12)5 (11) 5 (10) 5 (9) Jslasd

Joad) e lally Z Capad) ana o Anlal ADke 3509
O LalSé (8 yadl ROE 4kl Ggs e ROA xilallg
L ac s daaill sdag Sl Lyl culS WS HST Capad) ana
s (ldris et al., 2011) 5 (Ramadan, 2011) :4d) Jeas:
Wahidudin) 5 (Alzoubi, 2018) s (Al Rashdan, 2009)
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