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THE ROLE OF ISLAMIC FINANCIAL SERVICES BOARD STANDARDS IN
ENHANCING THE MALAYSIAN ISLAMIC BANKS STABILITY
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Abstract:

The aim of this study was to identify the role of Islamic Financial Services Board standards in the
stability of Malaysian Islamic banks by conducting a comparative between the 2006-2018 period in
which Islamic banks applied the standards and the 1999-2005 period prior to their implementation, using
the aggregated banking stability index that was calculated by adopting four Sub-indices which are:
capital adequacy, non-performing financing, return on assets and cost to income. The study concluded
that the banking stability index decrease in the period 1999-2005 which reflect a difficult situation for
Islamic banks, but increased during the period 2006-2018 after the applied the standards. The study
recommended Malaysian Islamic banks to reduce their costs to improve their stability, and the Board
should encourage Islamic banks in other countries to implement its standards to promote the stability.
Key words: Islamic Financial Services Board; banking stability; Islamic banks; Malaysia.
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