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Abstract:

The aim of this study is to identify the impact of financing sukuk Islamic on the
profitability of the Dubai Islamic Bank during the period from Q4 of 2013 to the Q2 of 2021 by
applying the ARDL methodology. Three independent variables have been used. The ratio of
financing Islamic instruments, the rate of total deposits on assets, and the rate of GDP of the
UAE, while the variable adopted is the rate of return on assets as a variable reflecting the
profitability of the Islamic bank of Dubai. The results found a negative correlation between the
ratio financing of sukuk Islamic and the rate of return on assets in the long-term. It also found a
positive long-term relationship between rate of the total deposit on assets and the rate of return
on assets. In addition there is also a positive relationship between rate of GDP and the rate of
return on assets in the short- and long-term
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(0.0000) | (0.982) [(0.0000) | (0.266) (0.0001) | (0.390) SUKUK
-5.614* 2521™ |-7.468* | -1.777" -18.255* |-2.268"™ PP
(0.0000) | (0.996) [(0.0000) | (0.384) (0.0000) | (0.437)
-3.253* 2.998™ |-3.934* | -0.398"™ | -3.855** |-2.140™ ADE
(0.0021) | (0.998) |(0.0054) | (0.897) (0.027) (0.503) TDEP
-3.150* 2.656™ |-3.934* | -0.470™ |-3.855** |-1.760™ PP
(0.0027) | (0.997) |(0.0054) | (0.883) (0.027) (0.698)
-5.471* |-0.056™ |-5.402* | -2.300™ -6.551* | -1.722" ADE
(0.0000) | (0.656) |(0.0001) | (0.178) (0.0000) | (0.716) EGDP
-5.474* |-0.073™ |-5.408* | -2.333™ -6.602* | -1.722"™ pp
(0.0000) | (0.650) |(0.0001) | (0.168) (0.0000) | (0.716)
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(Friesd 0 ldly (=1 2l B 39y ol aullll wlpiae (g Bide JulSG BMe 39y L)
15| «i(Pesaran & Smith, 2001) sl 35.(Narayan, 2004)es5 &)l a4 .dllstatistic)
ey pdal) Bip ab LaglS S0) (1) s it il eV At sls(F-statistic) <ils”
313 LT colpadl) V) Al e (of diia LSO sy S e iy ALl B4
o J(F-statistic)ins ols™ 13) Ll oyt s ol 5gad) Lo e g oi5(F-statistic)ies
pis s o gmnady Al Bodl abis paall Bsp LS LgdSTI(0)51(1) s il 3531 a
Bound sl jLes s GV gk oy lprdl G (e JS5) S Y1 sk B3 ey

:3YS Test

Bound Testsguod! st gl 1(02) o3y Jgur

F-Bounds Test | Null Hypothesis: No levels relationship
Test Statistic Value Signif 1(0) 1(1)
F-statistic 37.86313 10% 2.37 3.2
K 3 5% 2.79 3.67
2.5% 3.15 4.08
1% 3.65 4.66

03 5=l 33EVIEWS10 slamY) mslipl ol o 2l iUl slie] e 2yl
AV A s ST a9 (37.86) (ol (F)asla] s OF (03) Jodd) mils D 0
S5y Ao 5By Aol Bs il iy el o ad) LS adey sl Dlges JS7 s 2 0 il
Al 37 I ) a6 Byl Sl e et Y1 algb 2l e
Zisnll U=V dpead B s an o) moeas Aadasy JrY1 Bpad B pus—5-3-1
B gy oo AW oz OF day 2egl) 15Y1 0 (ARDL) g3secd okl el Badas e Slzb il

Y sk )
ECMS\,?,L@:-J \.555 (12 ] @M cb}u éw:(03) ?3) Jj.\r,
Variable Coefficient | Std. Error | t-Statistic Prob
D(GGDP) 0.002422 0.001005 2.409268 0.0248
D(GGDP(-1)) 0.002158 0.000784 2.751794 0.0116
CointEq(-1)* -1.057979 0.070731 | -14.95783 0.0000
R-squared 0.902266 Meandependent var 0.000371
Adjusted R-squared 0.894748 S.D. dependent var 0.007222
S.E. of regression 0.002343 Akaike info criterion -9.177012
Sumsquaredresid 0.000143 Schwarz criterion -9.035567
Log likelihood 136.0667 . .
Durbin-Watson stat 1705545 Hannan-Quinn criter -9.132713

02 5l 33,EVIEWSTO glamY1 salipl ol e 2l iUl slie] e © pbeaal)
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Wl cadlieg daalane |1 alysb ad5ls8 8Os 5939 e A% L (prob :0.0000) sl IS dis (Sgines
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Variable Coefficient Std. Error t-Statistic Prob
SUKUK -0.005986 0.000917 -6.525332 0.0000
TDEP 0.045793 0.012623 3.627640 0.0015
GGDP 0.002856 0.001075 2.656816 0.0144
C 0.024767 0.010388 2.384110 0.0262
EC = ROE - (-0.0060*SUKUK + 0.0458*TDEP +0.0029*GGDP + 0.0248 )

03 5=l 33EVIEWST0 slam Y1 ol ol o 2l iUl slas] o ybeaall
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T3l draseidl Ol Y 2l (05) o3y Joutr

Tests Value Prob
Breusch-Godfrey Serial Correlation LM Fg;zgglc 0425555 | 05213
Test 0.575999 | 0.4479
squared
Heteroskedasticity Test: Breusch-Pagan- Fosf)zg;tlc 0543537 | 0.7695
Godfrey 3.743898 | 0.7113
squared
Histogram-Normality Test JarqueBera | 0.653321 | 0.721329

06 (05 04 5l 55EVIEWSTO0 slax Y1 mealipd Ol e 2Ly (U shae] o - ol
Breusch-Godfrey Serial CorrelationLM lsJl o Gl LLEYI Lol 2ol bl bl —
A5 ke Lgme (Syims oo ST Obs*R-squared s &swst! F asla>Y) illa) Of Test

RESURZRAN 1P Sl Alds SUlas pomy 25 piall b L5 Llagt s )
ss Heteroskedasticity Test: Breusch-Pagan-Godfrey by all ldl @l ais jlast) g
153.743898 40.543537 i wad il 5 Obs*Rosquared 5 (F ) alaxY) dsms
Jsd Ul L 38 Moy 5t s g 16 g (st o 0.71 5 0.76 L) (Sgts
Al 3l (3 Hesall Tl s L5 Sl A Regaal) 2.04)
i3 Ol L¢a Histogram-Normality Test aslsiall ¢lasSU ekl el letl
o) Jsd JWly 220.(3) =7.81 o BT o2 s Jareque-Bera=0.653321 aslax|
O Jsilly %05hgine (Syimn die bl wjsill i Slodl bl OF Jo 2 g dagtall
D6 adey 0.721329 aas ) BN Jlam¥1 0aSh Lo Wy b gy 55 o)
ool il ey el pasis e o el p3sadl By
2ol Slodnad 2ISogh gyl s Syt

pasy islll Yy el 81 3 Sebaall ASAY 1) cpr a5 20,0 Sl as s

oo\L (Ramsey Reset Test) jlely psiiw &3 o aSTy ol ne b 20Sn Slis s 59

Sl g gset Jletly (CUSUM) il Blsll (oSTR g sast) Loy mdgaill o)) Croogdly
(CUSUM OF SQUARES)
SN s Godad oy mdsacll 1) JSal i e Sl J(Ramsey Reset Test )yl ! .2

LS LV e il @Sl W8y omSpad) 3 pondd Q1 S22l s e 2 nill

ok
(Ramsey Reset Test ) )lz=1:(06) o3y Joutr
Value Probability
t-statistic 0.191806 0.8497
F-statistic 0.036790 0.8497
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Granger Causality ;b gl 4oMs :(07) o3y Jor

Aeerd) BN ¢ 539 sl 1,1 Prob. | F-Stat Aeed) BBY) 0!
Of o dly ol 5 B B0 Sl of Hg 23, | 0.0007 | 9.91167 DROE— DSUKUK

SUKuK ¢ s 535 ROE 5 sad

) Of o aldl Ol A M s oF Hg 235 | 0.0723 | 2.93605 DGGDP— DSUKUK

sl OF G eald) 13 e e Slis f (Hg a3, | 0.0546 | 3.29035 DTDEP— DSUKUK

e Sely SUKUK 3 s o4 DTEP s | 0-0059 | 6.41373 |  DSUKUK — DTDEP
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ARDL Error Correction Regression Dependent Variable: ROA
Dependent Variable: D(ROA) Method: ARDL
Selected Model: ARDL(1, 0, 0, 2) Date: 09/16/21 Time: 13:01
Case 2: Restricted Constant and No Trend
Date: 09/16/21 Time: 13:05 Sample (adjusted). 2014Q2 202102
Sample: 2013Q4 202102 Included observations: 29 after adjustments
Included observations: 29 Maximum dependent lags: 4 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
ECM Regression Dynamic regressors (4 1ags, automatic): SUKUK TDEP GGDP
Case 2: Restricted Constant and No Trend Fixed regressors; C
Number of models evalulated: 500
Variable Coefficient Std. Error t-Statistic Prob Selected Model: ARDL(1, 0, 0, 2)
D(GGDP) 0.002422 0.001005 2.409268 0.0248 Note: final equation sample is larger than selection sample
D(GGDP(-1)) 0.002158  0.000784 2751794  0.0116
CointEq(-1)* -1.057979 0.070731  -14.95783 0.0000 Variable Coefficient Std. Error t-Statistic ~ Prob.*
R-squared 0902266 Mean dependent var 0.000371
Adjuqsled R-squared 0.894748 SD aep:naem var 0.007222 ROA(-1) -0.057979 0082603  -0.701907  0.4901
SE. of regression 0.002343  Akalke info criterion -9.177012 SUKUK -0.006333  0.000986  -6.421878  0.0000
Sum squared resid 0.000143 Schwarz criterion -9.035567 TOEP 0.048448 0014088 3438942  0.0023
Log likelihood 136.0667 Hannan-Quinn criter. -9.132713 GGDP 0.002422 0.001238 1.957004 0.0632
Durbin-Watson stat 1.705545 GGDP(-1) 0.002758 0.001290 2137113 00440
GGDP(-2) <0.002158  0.000915 -2.358785  0.0276
* p-value incompatible with t-Bounds distribution c 0.026203 0.010969 2388814 0.0259
F-Bounds Test Null Hypothesis: No levels relationship R-squared 0889497 Mean dependent var 0037162
Adjusted R-squared 0.859359 S.D. dependentvar 0.006792
Test Statistic Value Signit 1(0) (1) SE. of regression 0.002547 Akaike Info criterion -8,901150
Sum squared resid 0.000143  Schwarz criterion -8.571113
rraae w1813 e 2=t 265 | | Logtikelinooa 136.0667 Hannan-Quinn criter -8.797786
2.5% 315 2.08 | || F-statistic 2951482 Durbin-Watson stat 1.705545
1% 265 466 Prob(F-statistic) 0.000000

| W = |

Jr Y Algh BN s s gBound Testsghod) Lt wil :(03) o3 jiels

’ " ARDL Long Run Form and Bounds Test

Levels Equation Dependent Variable: D(ROA)

Case 2 Restricted Constant and No Trand Selected Model: ARDL(1, 0, 0, 2)

Case 2. Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob. Date: 09/16/21 Time: 13:02

Sample: 2013Q4 202102

SUKUK -0.005986 0000917  -6.525332 0.0000 Included observations: 29

TDEP 0.045793 0,012623 3627640 0,0015

GGDP 0.002858 0.001075 2656816 0.0144 Conditional Error Correction Regression
c 0024767 0.010388 2384110 0.0262

Variable Coefficient Std. Error t-Statistic

= ROA - (- . 1 458°TDEP *GGDP 4
EC = ROA - (-0.0060"SUKUK + 0.0458*TDEP + 0.0029°GGDF + 0.0248 ) c 0.026203 0.010969 2388814

ROA(-1)* -1.057979 0.082603  -12.80803
F-Bounds Test Mull Hypothesis: Mo lévels rélationship S%I\EL:’IS' g 823333 g g?gggg g :g;g:g
GGDP(-1 0003022 0001157 2612523
Test Statistic Value Signif 10) 1t D(ccér’)) 0002422 0001238  1.957004
D(GGDP(-1)) 0.002158  0.000915  2.358785

Asymptotic: n=1000
2. az * p-value incompatible with t-Bounds distribution

F-statistic a7.86312 10%
K 3 5% 279 3.67 ** Variable interpreted as Z = 2(-1) + D(2)
25% 315 4,08

1% 365 466

Levels Equation
Actual Sample Size Finite Sample n=35 Case 2: Restricted Constant and No Trend

10% 2618 3532
59 3,164 4194 Varlable Coefficient Std. Error t-Statistic

1% 4428 5816

SUKUK -0.005986 0000917  -6,525332
Finite Sample: n=30 TDEP 0045793 0012623  3.627640
10% nite "2"&‘;;‘ n= - GGDP 0.002856  0.001075 2656816
: : c 0024767 0010388  2.384110

5% 3.272 4.306

1% 4614 5.966 EC = ROA - (-0.0060*SUKUK + 0.0458*TDEP + 0.0029*GGDP + 0.0248 )
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LM Test i :(05) o3y goels Heteroskedasticity s :(04) o3y G-k

Breusch-Godfrey Serial Correlation LM Test. Heteroskedasticity Test Breusch-Pagan-Godfrey
F-statistic 0.425555 Prob, F(1,21) 05212 fll F-statistic 0.543537 Prob. F(6,22) 0.7695
Obs*R-squared 0.575999 Prob. Chi-Square(1) 0.4479 Obs*R-squared 3743898 Prob. Chi-Square(6) 07113
Scaled explained SS 1.487753 Prob. Chi-Square(6) 0.9603
Test Equation’
Dependent Variable: RESID TestEquation
Method: ARDL Dependent Varlable: RESIDA2
Date: 09/16/21 Time: 13.09 Method: Least Squares
Sample: 2014Q2 202102 Date: 09/16/21 Time: 13:10
Included observations: 29 Sample: 2014Q2 202102
Presample missing value lagged residuals setto zero. Included observations: 29
Variabis Coemciont Std. Error t-Statistic Prob Variable Coefficient Std. Error t-Statistic Prob
ROA(-1) <0.014676 0086673 <0.169324 08672
SUKUK 476E-05 0001002 0047461  0.9626 C 3.556-05 267E-05 1331453  0.1967
TOEP -0.000603 0014306  -0.042164  0.9668 ROACT) 36105 0.000201 (0170777  [0:8390
GGDP -0.000165 0001280  -0.128884  0.8987 SUKUK -237E-06  240E-06  -0.986627  0.3346
GGDP(-1) 0000208  0.001346  0.154525 08787 TDEP -3.09E-05  3.43E-05 -0.901100 03773
GGDP(-2) -3.88E-05 0.000929  -0.041733 0.9671 GGDP 1.78E-06 3.01E-06 0.590970 05606
c 0000754 0011175 0067444  0.9469 GGDP(-1) -249E-06  3.14E-06 -0.793970  0.4357
RESID(-1) 0161537 0247625 0652346 05213 GGDP(-2) -2.16E-06  2.23E-06  -0.969624  0.3428
R-squared 0.019862 Mean dependent var -6.94E-18 R-squared 0.129100 Mean dependent var 4,92E-06
Adjusted R-squared -0.306851 S.D. dependent var 0.002258 [ Adjusted R-squared -0.108418 S.D. dependentvar 5.89E-06
S.E. of regression 0.002581 Akalke info criterion -8.852246 )| SE. of regression 6.20E-06 Akalke Info criterion -20.93837
Sum squared resid 0.000140 Schwarz criterion -8.475061 Sum squared resid 8.45E-10 Schwarz criterion -20.60833
Log likelihood 136.3576 Hannan-Quinn criter. -8.734117 Log likelihood 310.6064 Hannan-Quinn criter -20.83501
F-statistic 0.060794 Durbin-Watson stat 1.839434 F-statistic 0.543537 Durbin-Watson stat 1.926857
Prob(F-statistic) 0.999550 Prob(F-statistic) 0.769498
Ramsey Reset s :(07) o3y g7hs Normality Test i :(06) o3y Goehe
Ramsey RESET Test @
Equation: UNTITLED Series: Residuals
Specification: ROA ROA(-1) SUKUK TDEP GGDP GGDP(-1) GGDP(-2) C 8l Sample 201402 202102
Omitted Variables: Squares of fited values Observations 29
4.
~Yale ____df ___ Probability
tstatistic 0191806 21 08497 :“" 6940 la
F-statistic 0036790 (1,21) 08497 34 edlan 0.000245
Maximum 0.004447
F-test summary. 3. Minimum -0.004507
SumofSq d Mean Squares Std. Dav. 0.002258
Test SSR 2.50E-07 1 2.50€-07 14 Skewness  -0.198427
Restricted SSR 0000143 22 6.49E-06 Kuriosls 5 380380
Unrestricted SSR 0.000142 21 6.79E-06 3
8004 pg02 0.690 0.602 0604 Jarque-Bera  0.653321
Unrestricted Test Equation Probabiity  0.721229
Dependent Variable: ROA
Method: ARDL
Date: 09/16/21 Time: 13:39 08
Sample; 201402 202102 ranager li Lo doesy - 5y ke
Included observations: 29 Gra ge Causa ty bk e ( ) "9)
Maximum dependent lags: 4 (Automatic selection) — -
Model selection method: Akaike Info criterion (AIC) Pairwise Granger Causality Tests
Dynamic regressors (4 ags, automatic) Date: 12/25/21 Time: 23:14
Fixed regressors: C Sample: 201304 202102
Lags: 2
Varlable Coofficient ~ Std. Error  t-Statistic ~ Prob*
MNull Hypothesis: Obs F-Statistic Prob.
ROA(-1) -0.077731 0133190 -0.583607 0.5657
SUKUK [0.007546  0,006401 1178893  0.2516 DSUKUK does not Granger Cause DROE 29 0.43529 0.6521
TOEP 0.057653  0.050106  1.150622  0.2628 DROE does not Granger Cause DSUKUK 9.91167 0.0007
GGDP 0.002924  0.002905 1.006481 0.3256
GGDP(-1) 0003398  0.003591  0,946356 0.3547 DTDEP does not Granger Cause DROE 29 0.25080 0.7802
GGDP(-2) <0.002670  0.002829 -0.944070  0.3559 DROE does not Granger Cause DTDEP 9.40630 0.0010
C 0028389 0.015992 1.775217  0.0904
FITTED*2 2806803 1463354 -0,191806 08497 DGGDP does not Granger Cause DROE 29 3.24162 0.0567
DROE does not Granger Cause DGGDP 0.67624 0.5179
R-squared 0.889690 Mean dependentvar 0.037162
Adjusted R-squared 0852920 S.D, dependentvar 0.006792 DTDEP does not Granger Cause DSUKUK 29 3.29035 0.0546
S.E. of regression 0,002605 Akaike info criterion -8.833935 DSUKUK does not Granger Cause DTDEP 6.41373 0.0059
Sum squared resid 0.000142  Schwarz criterion -8.456750
Log likelihood 136.0921 Hannan-Quinn criter. -8.715805 DGGDP does not Granger Cause DSUKUK 29 293605 0.0723
F-statistic 24.19605 Durbin-Watson stat 1718139 DSUKUK does not Granger Cause DGGDP 3.67981 0.0404
Prob(F-statistic) 0.000000
DGGDP does not Granger Cause DTDEP 29 3.09689 0.0636
*Note: p-values and any subsequent tests do not account for model DTDEP does not Granger Cause DGGDP 4.44756 0.0227
selection
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