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Abstract:
This paper aims to assess the financial sounds and stability of Islamic banks, by applying

stress tests, as one of the most important tools for banking risk management, according to
the new prudential rules. this study adopted top-down approach and scenarios analysis

method proposed by Basel |11, and standard 13 issued by Islamic financial services board
IFSB, through measuring the impact of macroeconomic variables on capital adequacy ratio
of entire Islamic banking sector in Malaysia, using ARDL model on data extends from
2008 to 2nd Q 2009, within three scenarios: basic scenario, adverse, and pessimistic
scenario. the results showed that Islamic banks have a good solvency under both basic, and
adverse scenarios, but they need to take precautionary measures to face the pessimistic
scenario, under which the capital adequacy of these banks fell below the average Required
by Basel I11.

Keywords: stress tests, Islamic banks, prudential rules, scenarios analysis method, ARDL
models.
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wWariaocle Coefficient Std. Error —-Statistic Proo.
D CARC-1)) 0o.331591 0. 113174 2. 9299336 O o020
DU MEMP ) O 209384 025321325 O 7957320 O 4351
DO ERMP =1 33 . 199502 0. 245520 0.509579 O.427T2
DU NEMP (-2} 0951743 0. 234082 4. 108565 0.0005
D{FX}XUISD) —0. 915407 0. 2584320 -3.542185 o 0019
D{FXUISO-13) —0. 754535 o.3220211 -2 387600 0. 0264
D(FXUSO-23) -1.2925956 02532481 -2 9329950 O 0007
CCHPIL Y 0. 025404 Q.0Z27F 300 -1.333455 0. 1957
D(FDI» 3.99E-05 1. 24E-05 3. 210506 O.004a2
DCFDIC-13) -3 . FOE-05 1 . 31E-05 -2.825631 o.0101
D(FDI-2)) -4 54E-05 1 . 06E-05 -4 270285 O 0003
CointEgi-1»* -0 5628857 O 100440 -5 2680999 O o000
R-s=gquared o.ss82401 Mean dependsesnt var D.086333
Adjusted R-sguared 0O0562861 S D dependent wvar 0337425
S E. ofregression 0222094 Akaike info criterion oos5211
Sum squared resid 1. 342813 Schwarz criterion 0597076
Log likelihood 10.3=25838 Hanmnan-CQuinn criter. 0258864

CDuroin-vwWatson stat 2247081
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Conditional Error Correction Regression

wariable Coefficient Std. Error t-Statistic Prob.
c 10.20943 2.204082 4.431021 0.0002
CAR-1 ™ -0.628857 0. 124765 5. 040319 0.0001
SOP** O.07 4490 0.035215 2115311 0.0465
UMEMP{-13} 0965727 0.202205 -2 458007 O.0227F
FIUSD-1) 0. 647491 0254342 2 545752 o088
HPI(-1) 0122 T2E 0.04095= = 265402 O.00=27F
FO-1) 9. 7AE-0S 3.5S3E-05 2755213 o.0119
CHICAR T 1) 0.231591 0.1549732 2. 1396732 0.0443
CHIUMNEMP ) 0209354 0.38FTS23 0.539396 0.5949
DU EMP =13 0199602 0.245609 0.577538 0.5697
DM EMP(-23) 0961743 0.318889 3015916 O.0066
CHFXILU SO ) ~0.915407 0. 247714 2. B32642 0.0156
DFXISDN-1)3) 0. TBAS25 0O.=zo=282 —1.94=987 0.0654
DHFXIUSD—23) -1.392696 0.407 151 -3.420593 0.0026
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* p-value incompatible with t-Bounds distributionn.
== wariable interpreted as Z = Z(-1) + D{Z).

Eviews 10 moliy ol yies s yusall
LGS Juse o wadll gall @ Gayb @8Me Alia o) 61 905 dic Lgine sledall S
Cyall ya toe JSI ¥ sl olis 108y ((+0.074490) GDP4CAR JUWI s,
UNEMP (o U3 Jo¥) cllay¥) ae 2use @8Mey (+0.0647491) Lalas, FXusd
(-0.133728) HPI wlylaall slaui ;2509 (-0.965737)
it olpaally aldd) psill o Jsghadl gukl 3 &3MMall yuis 2-7-3
il olpasally amldl paidl o Joshall sudl § a8t :(06) o3, Jsuzd!

Levels Equation
Case 2 Restricted Constant and Mo Trend

wWariable Coefficient Std. Error t-Statistic Prob.
SDP O.112453 O.0L526562 25500497 o.o122
UrEMP 1. 525702 0.5275206 —2.612545 o.0152
FxusD 1029522 0.2560625 2203227 o.O0105
HPI 0. 212652 o.o0s1281 —4. 093383 o.0005
FD 0.000155 4. 837TE-0S 2ATFESG1 O.0045
= N15. 22490 2102206 F.r1s8754 O.0000

EC = CAR - (01185 GEG0DF -1 5357 UNREMP +~ 1 02968 FXLUISD -0 2127 HPI1 +
0. 0002 F + 16 2349 )

Eviews 10 zeliys ol yies s yusall
I3 Jsshall gl @ 3T el o) (61 Lginn LIS Bpuall gall Ash a8Mall cilalas ¢l
L=l dleall iyie 2w (GDP Jlea¥! oIl mlils cpolall joll e Jatuwe pdte

1017



dligs yiolill e & ooy vazma / ARDL g3gai aloitiols Aeadballl elgicl 50l dais olylias |

Jase e lmyl 31 ol ald) qua¥ Lty FXusd (S5pe¥1 2oull alel e,
UNEMPALY! Jaxs Loy « sl ool §sall plazll CAR JUI iol, 2laS

e ol Leayils HPI 23Sl cllaadl jlead e
e I SLazsd K1 dyslard¥l clgardl 33 sladl gl 3 o3lsll Holas 1sSis

:SHE L) Agidd JUI oly LS Juan
CAR = 16.23490 + (0.118453)GDP — (1.535702)UNEMP +

(2.103308) (0.046262) (0.587526)
(1.029632)FXusd — (0.212653)HPI + (0.00015)FDI
fo.26635) (0.051881) (4.87805)

iz gaill Baga sLas! 8-3

iz 3geidl Blgs aies slis1-8-3

Sl IS e zageddl Glod audall miserll (o 3a=n o) oSy JSAI M e
Arps die gine p (29 0.897157=0-B auid a5 cu 315l aussaljagrque bera
Ardadl 23501 a5 7 3seidl Bl ol ABLAY puadl Ao yd Juds Lilamy Lo %05 4as
g3seidl Bl a3 g 1(02) o, S

e L jﬁ ] [ _ome
EViews 10 zeliy cloyie yuall
g dgeill Al il jlasl 2-8-3
Sl (&SI syaxlly (CUSUM) 3lall ST goamll D> oo oS
Al lpad 6l e z3geddl gl e (SQUares CUSUM) &l
z 9l A ol il jLas 1 :(03) o3, JSCal|

........................

Eviews 10 zeliy ol yies :yiiall

1018



(1024-1007) clmasadt 2020 :aidt 01 :ouadt 230d=ll / &aliaid¥) aglall ias Aze

S Gess iy has e Bilie 5o zdsed) Ludlly CUSUMGlsll (oSTAN goazll o
sl Gdaig. %0 5 Lgine sgu> wie zigeddl Hhatul e &Y liay A yml dalaidl
z3saill o) miiad 4wy (Squares CUSUM) @lsdl lay,l oS1AN goazll e Ui
oyl U3 Lo AlSa il (e Gl Y

AL aSladl § pall pladll 5L bk olybasl il 9-3

! @ pall plaall JUI Guly LS June clucey agii z59eill g2 oo aSTl ay
LSy cuiliide goyliuy toue gslmy Jilate goylinw g guladl gyylud) 2> § gl
(lagyliadl oo gl 1da laskexed T S5 lojal gl (aualisl clagsluw
il Gt gl Alshall A8Mall Aslas M5 o0 Uiy

CAR = 16.23490 + (0.118453)GDP — (1.535702)UNEMP +

(2.103306) (0.046262) (0.587526)
(1.029632)FXusd — (0.212653)HPI + (0.00015)FDI
fo.36633) (0.051881) (4,.87803)

Jtns s g il Alitall olaslly alil) pasll oy 283l Aslas e sleze¥ly

:‘.;Lﬁl Jouzll
ﬂ,.L,uUCAR JUI eoly LS Juae e dalizll QLA,._DLLH,MJS? :(07) P'éJ Jouzl!
Ll Acadld!

CAR FDI HPI FXusd | UNEMP | GDP
10000 6 4 063.2 %5 9ol
lal
10.70% | 3000 11 3 4.5 1.5 s o) gaylieaed!
1000 15 2.5 6 -1.5 9ol
eslat!

i Ll slael e s yuuall
oy Ogele Bus sl (gl latlud] Glo alasdle

1019



dligs yiolill e & ooy vazma / ARDL g3gai aloitiols Aeadballl elgicl 50l dais olylias |

JUI ol T1 g Sl gl Jlo ol BLS Jurns juings (04) o3, JSAJI
2018t po)dl 31 w381 1112014 o Joudl aay § ol

Chart 3.2.5.3 Islamic Banking Average Tier-1 Capital Adequacy Ratio by Country (4Q14-2Q18)

B0%

44444

=
- &

- F e B -
= = £ = E] 8 EEE] ] ]
& B = § 5§ & §F =& & i =
E | E

=2

Aighanisian’ ™|

=
2
&

IFSB, (2019). islamic financial services industry stability report : yuall

2019. Récupéré sur Standards & Publications:
https://www.ifsb.org/download.php?id=5161&lang=English&pg=/index
.php

B dedes -4

il s il ¥ padll gl @ JW oly LS Juae o) gilid Gow b s o
oy il Ly (40.074490) Jalasy GDP gaidl Juas lue 2l 55411 § alazadl
S il Sy 4uSCdl wllaall jlawl yasl clliSy e dd ¥y olaazll 3L Jo¥1 olay¥l
(+0.0647491) s,us Jalaey Mol alal &bl Aleall Ciyin yaw 100 ST s (e
Jalaes UNEMP 20Uadl Jure oo S Jg¥1 cllan¥l pe 3eeSe 28e Jilaa @ (FXusd
(-0.133728) 5,05 Jolaey HPl 2aSCudl clylaadl slad ;250 (-0.965737) 5,08
Layi! 2SI 2alazd¥) slaall o) I 1da sga19 %05 4a5 Jlme die Bgine Slelall Sy
- (Valipour, 2017) 4l a3 Le ao 3815z ldag alie Sl el AW wlpaall e
ool LS Jume o Azge doshall sull (3 43les A8Me 3929 Awlyll il oyelol LeS
FDI ,aldl ¥l slaiiad $loy (+0.118453) GDPscill Juxe oo My JUI
QU SLand! 3 caluy sadl Juse @ glasdl ol slacly adgia sl 1dag (+0.00015)
e T ellzg (s W Cagdagilly sLadiud) Jlolis oo sy 25801 35y gl pe¥l Jould
Sletiadl Gl aed glasl o) LS JW ely LS Jare e diny Jblell cleeys
LS aally oadl o1l ,ilud Jlee¥l Ang Jboliall petindl quds e 1d50 Yl
Ll clahdl ae 38lsn 1day Bpall yaud JW (oly LS Joae wlus Lo
AT ALl Sadl o) cuals &1 (2016) Jlail jeey 4SS s Aulyy 2ols
FXusd alas) Zpsball 28Nl e Lol o Gadadl Seadl o Bpall yaud Ll

1020



(1024-1007) clmasadt 2020 :aidt 01 :ouadt 230d=ll / &aliaid¥) aglall ias Aze

g Lasyls iaie slaidl Gl slatd¥ s lapwas (Sagd (1.029632 , jua59 1z g0
Gpalio 33 Lo o Jodl Soradl e Audlis AST dlazmy ooyl 2ulell dilee Byim yau
ol blas e 31 4 1day qio¥l Hlailadly A>ladl Jiang Sleaslly aludl (o
U ely LS sa Laal Jas o of dilidge asl gdlly laslal e cllisg Laybalsay
G s sda Sl whlaall jlaly Wladl Jual Lwlucll dpus a6l Llasy (gl
Al wlelad s e Lpad wlusdl sia caws 2008-2007 ) § Luw calS
LS Jume @ Lelmays panys elldig Jblis juims Sylo tum Blowdl § Sl coad
Aalall ByLa) deisss LS Lo dele 1350 Lo JUI (sl

Jb 8 B> 86dey atens Tyl Al ordl o Ayl Loll iy Bomils eal ptaly
Jaall Bgas degall siag %15.19 4 sua, JW el GLS Juse gl gyl
aST @ sl Asyall wSe  Jo¥l 2o yall A uSh Lo (3l Sl (e csllall
ondl s J) s ssa9 %10.70 Jle (uly LS Juaey ded o Cus laghs
L S Jlo oly mzmmy Llams¥l 3 Gale Himy Ldlad! gidly 25l Lyl
e dsmasdl e LiSes LY Laylandd las dpudanll cloudly alae (4 U2 lasl)
o2 AT koS G clidl e Laslezely adantl gadl g 8,353l Ugeaad|
salazed] 2eadleal ol agaiad ¥ ciloal (o doegls Loy 2puadl gl Ll J1 280!
oolass! day AW Ao ,all dxge JI 5LEY1 Hums LS Busladl e e laslere¥ Lo
Gl cluhull @l ae @bl sda @élsmy %6.37 J JUI wl, LS Juaxe
(2018 .Abad-Gonzalez) .(Hassan, 2016) .(2016 .Chattha)

DS YES [

Batue b Lel e cAiad) 10y Zoslall Cag)lall 8 Sus Bedle 2udladl] gl oy la
Slagsluwdl sda Jil bogmtll Lele camy o) ¢ guedl Bauass 233lazd ¥l Cagylall 2 (sl
& sl L pal juai LS bl §ls) oluas pal oo biall ohlas! cogal 1al
e deall bl oidl e g o) T il 289,all 5a3¥1 il dumd bl
B! aiay 2! AW Sloasel (udzma e salall 13 5Lall Jals Laadas ol jgkas

1021



dligs yiolill e & ooy vazma / ARDL g3gai aloitiols Aeadballl elgicl 50l dais olylias |

sl sda bbbl ad Slsol 3l e Mty coudly 2eSa 3lal Laaall wl)las] atas
L) clis oly Bpagladl cleidl 8 Lee 2uodlad) ol § Lpagds calises &I
Lwelid § Baazall cilga¥ly
5 Ly gl
ol 2! slgue gl 3 baall Bllasy Lols Lagbilly el Y1 skt o
Jb 3 Sbalall aad aldly Gyl Ldyad &I dayad) laaall 4815k Lty 2ol
AU A !
Ll Gyl e aealAd¥l lagslivadl muaas pshtl 631 jamss c¥flze iyl
BIG DATA 5,11 bl Julomsy 2sloglall Lo sl5iS5 alaeiuly
syl 3La0
L Gl o e dl i parasll jdly sl Lianug @ goudgall cilsa sus lla
e dbelall clagsliuwdl HiT 2uhuS ollols Lae Jay ¥ Zea¥l o cuil> e 29
ohE Sise Lzmein Jie 3T Slizmin Jlaniuly o lo¥1 Sldse ey g

2= lly saliall <

ol 3928 Jilawy >
-Jib s wldlaal sy leudly JUI Guly LS slas Gkt 208020 (2017-2016) ampus guaw
Aaaly uadll psley Lylatlly Lslazd¥l aglall 2 (ol 5518 Ao )bl Adldl clgidl Wl Aulys
Sl coluceds

yoylds @by >
Liaall ahlasy aoladl gold-13- @3, jlall (2012) a2l oleasdl ulee
slajal gadleal) B Slossed) puss G (ol HLadiead] al g JOSH lucsuga Iie) olucss 5ol)
IFSB: https://www.ifsb.org/ar_grp12.php

» Articles in a scientific journal

Abad-Gonzalez, J. G.-L. (2018). Banking solvency determinants in the
EU: a model based on stress tests.). Ba Applied Economics Letters, 25(18),
1296-1300.

Borio, C. D. (2014). Stress-testing macro stress testing: does it live up to
expectations? Journal of Financial Stability, 12, 3-15.

1022



(1024-1007) clmasadt 2020 :aidt 01 :ouadt 230d=ll / &aliaid¥) aglall ias Aze

Chattha, J. A. (2016). Solvency stress testing of Islamic commercial banks:
Assessing the stability. Journal of Islamic Accounting and business
research,7(2), 112-147.
E. Apergis, I. A. (2019). A new macro stress testing approach for financial
realignment in the Eurozone. Récupéré sur doi
https://doi.org/10.1016/j.intfin.2019.02.002
Hassan, M. K. (2016). Hassan, M. K., Unsal, Risk management and A
comparative stress testing analysis. Risk management and capital adequacy
in Turkishh Borsa Istanbul Review, 16(2), 72-81
Kapinos, P. (2016). A top-down approach to stress-testing banks. Journal
of Financial Services Research, 49(2-3), 229-264
Kurniadi, D. M. (2018). A Simple Stress Test on Indonesian Islamic
anking Industry. Jurnal Keuangan dan Perbankan, 22(1), 148-161.
Pesaran, M. S. (2001). Bounds Testing Approaches to the Analysis of
Level Relationships. Journal of Applied Econometrics, Vol.16, pp. 289-326.
Tan, K. L. (2018). Impact of Macroeconomic and Bank Specific Factors on
Liquidity of Commercial Banks in Malaysia. International Journal of
Accounting, Finance and Business (IJAFB), 3(12), 76 - 90.
Valipour, H. (2017). Risk Management and Forecasting Macro-Variables
Influences on Bank Risk. Risk Management and F International Journal of
Business and Management, 12(6), 137-150.

» Documents and reports
Alfaro, R. A. (2009). Macro stress tests and crises: what can we learn? BIS
Quarterly Review December.
Bank Negara Malaysia. (2018). Capital Adequacy Framework (Basel Il —
Risk-Weighted assets).
Basel committee. (2009). Basel Principles for sound stress testing practices
and supervision. Récupéré sur https://www.bis.org/publ/bcbs155.pdf
Board islamic financial services. (2019). islamic financial services
industry stability report 2019. Récupéré sur Standards & Publications:
https://www.ifsb.org/download.php?id=5161&lang=English&pg=/index.ph
p
Cihak, M. M. (2007). Introduction to applied stress testing. (No. 7-59).
International Monetary Fund.
Foglia, A. (2008). Stress testing credit risk: a survey of authorities
approaches. Banca d’Italia occasional paper, No. 37.
Jones, M. T. (2014). Stress testing financial systems: what to do when the
governor calls.
negara, m. B. (2017). Stress testing Policy document. Récupéré sur
http://www.bnm.gov.my/index.php?ch=57&pg=137&ac=618&bb=file

1023



dligs yiolill e & ooy vazma / ARDL g3gai aloitiols Aeadballl elgicl 50l dais olylias |

Schmieder, M. C. (2011). Schmieder, M. C., Hasan, Next generation
balance sheet stress testing. (No. 11-83). International Monetary Fund.
Supervision, B. C. (2013,). Basel I11: The Liquidity Coverage Ratio and
liquidity risk monitoring tools. Récupéré sur
https://www.bis.org/publ/bchs238.pdf.

Supervision, B. C. (2018). Basel Committee on Banking Consultative
Document Stress testing principles. Récupéré sur https://www.bis.org » bcbs
» publ

1024



