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Abstract:

The study aims at identifying the reality of the determinants of ‘Musharakah’
financing formulas in Islamic banks. To achieve the aim of the study, the
researcher used a sample consisting of 16 Idamic banks distributed
geographically among four member states of the Cooperation Council for the
Arab Gulf States, namely: Saudi Arabia, the United Arab Emirates, The
Kingdom of Bahrain and Qatar. A standard study was carried out using the
GMM data analysis method during the period (2010-2019). The study concluded
that the determinants of Musharakah financing formulas are determined by
financia determinants, determinants related to governance and other
determinants related to macro- economy. The financial determinants are:
Musharakah financing for the previous year, total deposits, investment deposits,
return on assets, capital adequacy ratio. The determinants of governance are: the
size of the board of directors, the composition of the board of directors, the size
of the Sharia supervisory board. Finaly, the macroeconomic determinants are
related to inflation.

Keywords: Islamic banks, Musharakah financing, Debt financing.
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5 1
Maximu | 24.03 | 18.1 | 14.58 | 42.9 | 22.17 | 11.0 | 5.82 | 14.6 | 6.00
m 2 0 3
Minimu | 234615. | 6162 | 10.9 | 9.91 | 432340 | 0.00 | —2.42 | - | 3.00
m 4 234. 43 4.32
Std. Dev. | 28.25 | 26.5| 13.47 | 4.85 | 33.65 | 3.01 | 1.54 | 1.60 | 1.02
0
Skewnes | 4.42 | 1.82|6.0513| 1.80 | 1.729 | 0.47 | - | 3.40 | 0.84
S 95 0.654
978
Kurtosis | 27.75 | 5.66 | 55.92 | 8.11 | 5.94 | 2.62 | 3.68 | 34.1 | 2.32
5
Jarque- | 4577.50 | 135. | 19652. | 257. | 137.57 | 4.19 | 13.98 | 6777 | 18.8
Bera 87 | 63 | 71 75 | 9
Probabil | 0.000 | 0.00 | 0.000 | 0.00 | 0.000 | 0.122 | 0.000 | 0.00 | 0.00
ity 0 0 o | 0o | o
Sum 27.04 | 30.2 | 15.45 | 2910 | 15.45 | 497 | 257.0 | 175. | 518
1 27 3 30
SumSqg. | 42.83 | 38.8 | 29.09 | 3699 | 25.56 | 863.9 | 363.1 | 409. | 141.
Dev. 0 97 8 2 170 | 02
Observa | 159 | 159 | 160 | 158 | 160 96 | 154 | 160 | 136
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First Différences Orthogonal Déviations
INVESTASS(-1) 0.741022 0.759384
(0.0000) (0.0000)
PSIA -0.027663 -0.012687
(0.0441) (0.0109)
DEPOSIT 0.025792 0.017219
(0.0011) (0.0008)
L OANS 0.002554 -0.001526
(0.4660) (0.5113)
Sargan test 6.407536 5.249179
(0.379118) (0.512274)
Allerano and Bond -0.361082
(1991) AR1 (0.7180)
Allerano and Bond -0.409009
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DependentVariable: INVESTASS

Method: Pandl Generalized Method of Moments

Transformation: First Differences

Date: 07/19/20 Time: 17:51

Sample (adjusted): 2012 2019

Periodsincluded: 8

Cross-sections included: 10

Total panel (unbalanced) observations. 73

White period instrument weighting matrix

White period standard errors & covariance (d.f. corrected)

Instrument specification: @DY N(INVESTASS,-1) PSIA(-1) SBSBDS

INDBD CAR INF ROA

Constant added to instrument list

Variable Coefficient Std. Error t-Statistic | Prob.
INVESTASS(-1) 0.741022 0.019985 37.07934 | 0.0000
PSIA -0.027663 0.013488 -2.050984 | 0.0441
DEPOSIT 0.025792 0.007598 3.394510 | 0.0011
LOANS 0.002554 0.003483 0.733123 | 0.4660
EffectsSpecification
Cross-section fixed (first differences)
M eandependent var 30087677 | S.D. dependent var 1.73E+
08
S.E. of regression 213E+08 | Sumsquaredresid 3.13E+
18
J-sttistic 6.407536 Instrument rank 10
Prob(J-statistic) 0.379118
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Arellano-Bond Serial Correlation Test

Equation:Untitled

Date: 07/19/20 Time: 17:55

Sample: 2010 2019

Includedobservations; 73

24

20

16

12

(o o]

4

- al

-4,0e+08

Test order m-Statistic rho SE(rho) Prob.
AR(1) -0.361082 - | 236738645 0.7180
854819723 | 099903380
056040250 0
AR(2) -0.409009 - | 119108786 0.6825
487165971 | 536412390
076814560 0
3 ‘gj 5) é’d&j‘

-8.0e+08

1000.00

4.0e408

74

Jarque-Bera

8.0e+08 Probability

Series: Standardized Residuals
Sample 2012 2019
Observations 73

Mean
Median
Maximum
Minimum
Std. Dev.
Skewness
Kurtosis
.--. -

-1042724.

-8.03e+08

97811%.

7.41e+08

2.08e+08

0.139663

1.383677

58.68787
0.000000
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DependentVariable: INVESTASS

Method: Pandl Generalized Method of Moments

Transformation: Orthogonal Deviations

Date: 07/19/20 Time: 17:56

Sample (adjusted): 2012 2019

Periodsincluded: 8

Cross-sections included: 10

Total panel (unbalanced) observations. 73

White period instrument weighting matrix

White period standard errors & covariance (d.f. corrected)

Instrument specification: @DY N(INVESTASS,-1) PSIA(-1) SBSBDS

INDBD CAR INF ROA

Constant added to instrument list

Variable Coefficient Std. Error t-Statistic Prob.
INVESTASS(-1) 0.759384 0.008924 85.09745 0.0000
PSIA -0.012687 0.004846 -2.617850 0.0109
DEPOSIT 0.017219 0.004923 3.497529 0.0008
LOANS -0.001526 0.002312 -0.660286 0.5113
EffectsSpecification
|
Cross-section fixed (orthogonal deviations)
M eandependent var -71723374 |  S.D. dependent var 2.85E+08
S.E. of regression 1.80E+08 Sumsquaredresid 2.24E+18
J-statistic 5.249179 Instrument rank 10
Prob(J-statistic) 0.512274
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