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The impact of the financial structure on the financial performance of Islamic
banks, a standard study for Saudi AlRajihi Bank for the period 2002-2020
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Abstract: The study population consists of a bank, AlRajihi Bank, based on financial data and
reports for the period 2002 to 2020, where Angle Granger methodology was used to study causality
to determine the trend and impact between the variables studied through the EVIEWS10 program,
using each of the ratios of ownership / assets and deposit / total - the ratio of assets as independent
variables representing financial structure, while the ratio of return on equity is a dependent variable
representing profitability and thus financial performance. The property asset ratio has no causal
relationship and effect on the rate of return on equity, while there is a causal relationship in the
opposite direction, while the deposit / total assets ratio has an effect and relationship with the rate of
return on equity, while there is no relationship and effect on its opposite direction. Finally, we
conclude that there is a common factor in the relationship, which is each of the independent
variables affected by the dependent variable that is, there is a positive and negative impact between
the financial structure and financial disease of Islamic banks.

Key Words:Financial structure, financial performance, Islamic banks, ownership ratio of assets,
ratio of deposits to total assets, ratio of return on equity.
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Mull Hypothesis: the variable has @ uit root
At Level

ROE ER DA
With Constant -Statistic -1.6083 -2 8555 -1.2437
Prrob. O AE5D OOTTE OS5
o - mog
With: Constant & Trend -Statistic -32. 7490 -2.8432 -4.0450
o, O.OFGE D 2026 OFTF
- e —n
Without Constant & Trend S1atsnc ~1.2465 -0.1565 0.6283
Prone. AR FEET OETSE LA
o mcy mi
Ax First Difference
aROE ) SER) D)
With Constant -Statistic -3.2158 -2. 9598 -4.0270
o, OOFTS Oa58> ORI
With Constant & Trend -Statistic -3 ATES -3.2120 -3 8941
e, O.FT23F O F T GORET
i i i
Withiout Constant & Trend -Statistic -2 2916 -2.0659 -4.0292
o, P ANIET O TR LIPS

Hotes:

a: ("¥Significant at the 10%:; (“*}Sigrrificant at the 5% (***) Significant at the 1% and (no) Not Significant
B Lag Length based on SIC

= Probagility based on Mackinnon (1995) one-sided p-values

This Resalt is The Out-Put of Program Has Developed By:
Dir. Imadeddin Al fosabbeh

College of Business and Economics

Qassim Universit-KSA

Eviews 10 zabiy oleyiea slaxe¥ly cpai> Ll slue] (e 2 yiall
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Pairwise Granger Causality Tests
Cate: 04/30/21 Time: 21:25
Sample: 2002 2020

Lags: 2

MNull Hypothesis: Obs F-Statistic Prob.
D{ER) does not Granger Cause D{(ROE) 16 0.56651 0. 5832
D{(ROE) does not Granger Cause D(ER)} 4 10934 0.0465
D{DA) does not Granger Cause D{IROE) 16 3.03914 0.0890
D{ROE) does not Granger Cause D(DA) 0.78456 0.4803
DDAy does not Granger Cause DI{ER) 16 0.87055 0. 4457
D{ER) does not Granger Cause D({DA) 0.79525 0.4758

EVIEWS10z0L 5 il yien (e slately cuaisLdl slue] oo 2 yiuall
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