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Abstract :

This study aims to analyse the impact of Basel III requirements on the financial
performance of Islamic banks in Bahrain, using quarterly time series data from 2013Q4
to 2023Q3. The study employed a descriptive analytical approach and the Johansen
cointegration method. The results of the Johansen cointegration test revealed five long-
term equilibrium relationships between the variables, indicating that the financial
performance of Bahraini Islamic banks is influenced by stable, non-random factors.
Additionally, integration coefficients revealed that capital adequacy (CAR), financial
leverage (LEVR), and liquidity (LIQR) significantly contribute to the formation of long-
term relationships. Mean while, the return on assets emerged as a key factor in
maintaining financial balance. The results show that Basel 3 requirements have a
cumulative effect on the profitability and stability of Islamic banks in Bahrain.

Key Words: Islamic Banks, Basel III Requirements, The Financial Performance,
Cointegration.
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