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Abstract:

Our research investigates the relation between investment in sukuk and
the financial result of Saudi Islamic banks. The findings of previous
studies differed about the existence of such a relation. Besides, the issue
was not addressed in Saudi banks. We contributes to this debate by
studying this relation in the Saudi banks. We assume the existence of a
significant relation between investment in Islamic sukuk and the net
profitability of banks. The sample of study is the Saudi Islamic banks:
Al-Rajhi, Alinma, Al-Bilad, and Al-Jazira, for the period 2011-2019.
First, we perform a linear regression of the financial result of Al Rajhi
Bank on the sukuk investment. Second, we use the methods of fixed and
random effects for all Saudi Islamic banks. The results showed no
significant relation between investment in sukuk and net profitability.
Therefore, investment in sukuk does not affect the financial result of
Saudi Islamic banks.

Keywords: Saoudi Islamic Banks, Sukuk, Profitability, Random effects,
fixed effects.

JEL Classification Codes: G21-G30
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Years x:The value of the investment in sukuk % Change y: Net Income % Change
703,531 - 6,767,228 -
1,007,539 43.21% 6,770,829 0.05%
1,310,097 30.03% 7,378,268 8.97%
1,045,289 -20.21% 7,884,706 6.86%
1,167,943 11.73% 7,437,987 -5.67%
1,507,939 29.11% 6,836,172 -8.09%
1,225,534 -18.73% 7,130,075 4.30%
2,100,895 71.43% 8,125,960 13.97%
10,605,139 404.79% 9,120,726 12.24%
18,167,620 71.31% 3,767,953 -58.69%
18,751,109 3.21% 10,158,627 169.61%

Gay Y1 Bjlacl Ll oigdll DUl 2 ekl

bank id years X y
al rajhi 1 2011 1,310,097 7,378,268
al rajhi 1 2012 1,045,289 7,884,706
al rajhi 1 2013 1,167,943 7,437,987
al rajhi 1 2014 1,507,939 6,836,172
al rajhi 1 2015 1,225,534 7,130,075
al rajhi 1 2016 2,100,895 8,125,960
al rajhi 1 2017 10,605,139 9,120,726
al rajhi 1 2018 18,167,620 3,767,953
al rajhi 1 2019 18,751,109 10,158,627
albilad 2 2011 58,000 329,625
albilad 2 2012 58,000 941,804
albilad 2 2013 258,000 729,168
albilad 2 2014 456,770 864,029
albilad 2 2015 600,263 788,423
albilad 2 2016 769,182 809,023
albilad 2 2017 2,250,511 936,167
albilad 2 2018 4,390,581 612,693
albilad 2 2019 7,571,501 1,243,740
alinma 3 2011 334,000 431,334
alinma 3 2012 334,167 733,159
alinma 3 2013 1,087,117 1,004,757
alinma 3 2014 1,087,086 1,264,431
alinma 3 2015 1,071,088 1,469,976
alinma 3 2016 2,204,475 1,502,271
alinma 3 2017 11,234,219 2,011,357
alinma 3 2018 3,088,529 2,517,433
alinma 3 2019 3,406,416 2,817,456
aljazerah 4 2011 1508410 302911
aljazerah 4 2012 4882125 500480
aljazerah 4 2013 9899868 650636
aljazerah 4 2014 10926334 568628
aljazerah 4 2015 10829145 1284016
aljazerah 4 2016 11277741 863658
aljazerah 4 2017 15374113 846833
aljazerah 4 2018 19092916 989879
aljazerah 4 2019 22313847 109142
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Dapendent Variable: INCOME

Wethod: Panel Least Squares

Date: 111820 Timé: 23:08
Sample: 2011 2019

Pariods incuded: §

Cross-sactions induded: 4

Total panel (balanced) observations. 38

Vaniable CosMicient St Error  L.Slalishc  Prob
c 2562598 2482992 1032061 00000
SUKLIK 0013399 0032687 0409930 06847
Effects Specification
Crogg-section fivgd (Summy vanables)
R-squared 0903562 Mean dependent var 263TATS,
Adjusted R-sguared 0891118 3D, dependentvar 3038920,
SE. of regression 1002759,  Akaike info crilerion 30.60265
Surm sguared resid 3112E+13  Schwarz crilerion 3082259
Log likslinood -S458478  Hannan-Quinn criter. 3067942
F-gtatisbic 7251250 Durbin-Watson stat 2679559
Prob{F-stalistic) 0.000000
Dependent Vanable: Y
Method: Least Squares
Date: 10027720 Time: 23.40
Sample: 2009 2019
Included odservations: 11
Variable Coefficent  Std. Emor  t-Staisic  Prob
c 7357833, 6433414 1143600  0.0000
X 0007681 0075064 0102327 09207
R-squared 0001162 Mean dependent var 7398048
Adjusted R-squared -0.109820 SD.dependentvar 1603544,
SE of regression 1689301,  Akaike info criterion 3168049
Sum squared resid 257E+13  Schwarz criterion 3175284
Log likehood -1722427 Hannan-Quinn criter. 3163489
F-statistic 0010471 Durbin-Watson stat 2849332
Prob{F-statistic) 0.920741
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Cormrelated Random Effects - Hausman Test
Equation: Untitled

Test period random effects
Test Summary Chi-Sg. Stalistic Chi-Sqg. d. Prob.
Period random 4663344 1 0.0308

= WARNING: estimated period random effects variance is zero.
Period random effects test comparisons:

Variable Fimed Random Varn(Difl.) Prob.

SUKUK -0.085153 0.013399 0.002083 0.0308

Period random effects test equation:
Dependent Variable: INCOME

Method: Panel Least Squares

Date: 111820 Time: 23:12

Sample: 2011 2019

Pericds included: 9

Cross-sections included: 4

Total panel (balanced) obsenvations: 36

Variable Coeflicient Std. Error t-Statistic Prob.
c 3116259. 347896.6 8.957427 0.0000
SUKUK -0.085153 0.055146 -1.544140 0.1362

Effects Specification

Cross-section fixed (dummy variables)
Period fiwed (dummy variables)

R-squared 0.935824 Mean dependentvar 2637875,
Adjusted R-squared 0.902340 S.0. dependentvar 3038920,
S.E. of regreéssion 9496785 Akaike info criterion 30.63983
Sum squared resid 2.07E+13 Schwarz criterion 31.21166
Log likelihood -538.5170 Hannan-Quinn criter. 30.83941
F-statistic 2794899 Durbin-Watson stat 2713698
Prob{F-statistic) 0.000000
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