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ABSTRACT

Using central bank data of nine (9) years timeframe, this research intends to investigate
the impact of bank-specific characteristics on Islamic banks" profits, during the period

2001 to 2009. The bank level data are obtained straightly from Bank Negara Malaysia
database. This study employs regression models that relate bank profitability ratios to
various explanatory variables. In this study, one ratio represent profitability measures
that are return on assets (ROA), three variables (capital, loan and overhead) are drawn
from the conventional banking literature as proxies for bank-specific factors. The results
from this study indicate that the main determinants of Islamic bank’s profit are capital
and loan, although the loan is negatively correlated to profitability. This study also found
a positively significant relationship between profitability measures and capital of Islamic
banks but no significant toward overhead. The findings revealed that the determinants of
Islamic banks profitability are similar to those of the conventional banks. The similarity of
determinants is a strong indicator that many of the tools and techniques used in
conventional banking are potentially suitable for an Islamic banking environment. In
conclusion, it is hoped that this study could provide not only bank managers, but also to
the governments, with a better understanding and a guideline to enhance the financial
positions of Islamic banks. This is important since Islamic banks play a vital role in the

current global economic crisis.



	THE BANK SPECIFIC DETERMINANTS OF PROFITABILITY ON ISLAMIC BANKING SCHEME (IBS) OF MAINSTREAM BANKS IN MALAYSIA
	DECLARATION OF ORIGINAL WORK
	LETTER OF SUBMISSION
	ACKNOWLEDGEMENT
	TABLE OF CONTENTS
	LIST OF FIGURES AND TABLES
	LIST OF ABBREVIATIONS
	ABSTRACT
	CHAPTER 1 INTRODUCTION
	1.0 Islamic Banking
	1.1 The Emergence of IBS in Mainstream Banks
	1.2 Problem Statement
	1.3 Research Objectives
	1.4 Research Question
	1.5 Significance of Study
	1.6 Scope of Research
	1.7 Limitation of Study
	1.8 Research Structure

	CHAPTER 2 LITERATURE REVIEW
	2.0 Introduction
	2.1 Islamic Banking Scheme (IBS)
	2.2 Research on the Profitability Measures and Determinants on banking institutions
	2.2.1 Profitability Measures
	2.2.2 Indicators of Bank’s Profitability

	2.3 Conclusion

	CHAPTER 3 RESEARCH METHODOLOGY
	3.0 Introduction
	3.1 Research Design
	3.2 Data collection method
	3.3 Data Analysis
	3.4 Empirical Model
	3.5 The Coefficient of Determination (R-Squared)
	3.6 Hypotheses Statement
	3.7 T-statistic
	3.8 F statistic
	3.9 Durbin Watson Test (DW)
	3.10 Conclusion

	CHAPTER 4 DATA ANALYSIS AND FINDING
	4.0 Introduction
	4.1 Multiple Regression Analysis
	4.2 T- statistics
	4.3 Hypothesis Testing
	4.4 Collinearity Statistics
	4.5 Conclusion

	CHAPTER 5 CONCLUSION AND RECOMMENDATION
	5.0 Introduction
	5.1 Discussion of Finding
	5.2 Recommendation
	5.3 Suggestion for Future Research
	5.4 Conclusion

	REFERENCES



