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Abstract Keywords
This study aimed to measure the impact of credit risk on financial performance in
Islamic banks through one of its indicators, namely profitability ratios (return on assets and

return on equity). This study facilitated the analysis of the financial position of a sample of Islafr_nr:;nlza}glks '

five Islamic banks over the period from 2010 to 2024. This analysis relied on cross-sectional ]1 : )

time series data (Panel-Data) and processed using the 12 EViews program. pe: %rii“ﬁ”l‘("’: '
This study found a significant direct relationship between credit risk and return on Saerzel dastat

assets, meaning that return on assets is affected by credit risk. However, the study showed an
insignificant direct relationship between credit risk and return on equity, meaning there is no
relationship between credit risk and return on equity.
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Pob Lo U oy AN B 3l iy (alal) oSlel Joandl DA (e
e o i A 3l 4 yhe Adlas) el dilany) Aalill e Asde B £ ilall s -
DN z3lall 3 Lilan) J1y i) el o LS <0.05 il
Lt % 07 s A aabuy (CR) Jiisal) il of I =R%07 xsaaill z3saill 8 sl Jalea 3l —
ol (pal i J8 e Syude & %93 Aanall Al W s e 2lal) Jane b Alalall cilyril) (g
Auball 8 Leal)
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% 59 i b aaluy (CR) Jiwd) juidl of o =R%59 &) SV z3sai A il Jales &l -
o Al Cyite U8 G Spde b %4 Edial Dol W o) Lo lal) Jaes 8 Alalall @it e

Al b eab

%08 asii 3 asluy (CR) Jiiwsal) juaial) (f of =R%08 dglsiiall JEV) z3gai 8 apaail) Jolea gy =
Al Clyitia J8 (e Bpie ed %92 Liiall Al Ll (Jpa) e ailall Jare 3 Alalall clyanll o Lot

Al leaha) s

roplial o alaieW Al & 3lal) (o Acalial) 2o A5 z Ml g Ablalial) 2.3
(Lagrange Multipier test)zile¥ ciclaa Ladl -
ey Cielae Hlasl Jadinl sy il bl 23y aesdl) zZieall Gy Alalid)l Cayg

iodinad e agd 3l (Lagrange Multipier test)

Az 3saill sa mpeaill 23galll of e ati tHO
DL el a Aflgdal) o ALl Bl £ e an iH]
LM iy cieliaa ;L) gilii :(07) a8 Jea

Lagrange Multiplier Tests for Random Effects

Mull hypotheses: Mo effects

Alternative hypotheses: Two-sided (Breusch-Pagan) and one-sided

(all others) alternatives

Test Hypothesis

Cross-section Time Bath

Breusch-Pagan 138.6915 0.045090 138.7366
(0.0000) (0.8318) (0.0000)

Honda 11.77674 0212345 8.477560
(0.0000) (0.4159) (0.0000)

King-WWu 11.77674 0212345 10.43620
(0.0000) (0.4159) (0.0000)

Standardized Honda 15.49511 0.350180 6.662522
(0.0000) (0.3631) (0.0000)

Standardized King-Wu 15.49511 0.350180 10.19182
(0.0000) (0.3631) (0.0000)

Gourieroux, et al. - - 138.7366
(0.0000)

EViews 12 zaliy clajie o slaeVl cfiald) dla) ¢ i jaadll

Nie dysixe a5 138.7366 wily 8 (Breusch— Pagan) laal dad of Ladl Jeaall =il A (g
il dsmgs AL ALadl dpuaydll sy dpiuall dumpdll (mdy 2 Jalbs ¢(0.05 e J GT) % 5 st
Ll dgalll o Hgdiall 23 gaill Lol ANz 3satl) (5S40 A8
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:Hausman ey sl -

Hausman test jlawsls laal aladinl 2 «cnlill S 2 3gaiy Slsdall 5V 23500 G Alaliall Corgg

AUl laca jall Casy
Al zagall sa Jlsdiall V) z3sa of e gas tHO
DL 3l sa il BV zisas of e pati tH]

Hausman glawsly Lol gilis :(08) a8, Jgaa

Correlated Random Effects - Hausman Test
Equation: Untitled
Test cross-section random effects

Test Summary Chi-Sq. Statistic  Ch

i-5q. d.f. Prob.

Cross-section random 0.301623

1 0.5829

EViews 12 zaliy cilasiae o sVl cfiald) dlae) (e i jaadll
) Agaadl Aglasy¥) o jrual a5 (Chi-square=0.30 aie \S a5 8 Gl Jeaall Bla e

O 4G Apaall dumdll Ji iy 0.05 dysieall ggime (e ST a5 0.58 08 Jialy «11.07 g5l
clsdall V) 23 sa Auhall die bl DL 23l

e alal) o falaie) Ll dgid) B ) ol o ol jhlia 5 Y zasadll :(09) A8, Jeaa

SN
Dependent Variable: ROA
Method: Panel EGLS (Cross-section random effects)
Date: 04/15/25 Time: 19:02
Sample: 2010 2024
Periods included: 15
Cross-sections included: 5
Total panel (balanced) observations: 75
Swamy and Arora estimator of component variances

Variable Coefficient Std. Error t-Statistic Prob.
C -0.000966 0.006593 -0.146516 0.8839
CR 0.025692 0.010514 2.443471 0.0170
Effects Specification
3.0 Rho
Cross-section randaom 0.005386 0.6441
Idiosyncratic random 0.004003 0.3559
Weighted Statistics
Roaot MSE 00032931 R-squared 0076279
Mean dependentvar 0.0026326 Adjusted R-squared 0.063626
3.0, dependent var 0.004117 S.E. ofregression 0.003984
Sum squared resid 0.001158 F-statistic 6.028222
Durbin-YWatson stat 0.881553 Prob(F-statistic) 0.016461
Unweighted Statistics
R-squared 0.0343068 Mean dependent var 0.013887
Sum squared resid 0002574 Durbin-WWatson stat 0 396894
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EViews 12 zaliy cilayie o alae¥Vl odialll dlac) (et jaadl)

AUl ISl 3 gaill 5 pusiall Alslaall  Jant 4gle

ROA = —0.001 + 0.026CR + e;,

A guial) Sl il (g alaiBy) i)

salyy die Cum ((ROA) Jsua) e 2ilal) Jae pe dysine Lp3)k &Dle d (CR) L) halie dalea —
¢ %0,03 2 (ROA) Jsa¥l o 2ilell Jara 533 ) o5 %1 oo (CR) ¥l Hlalas

Jare & Alalall clysil) (0 %08 of iy W R=0.08 yaaill Jalea aly 8 3653l 53 5a danlly Wi —
Amin At Ay udtal) Z3gall Cpiiey 00 gl (il il by 2y ((ROA) Jaa) e dilal)
gasall b Jax ol (gal e oy Bl las

ol il o ixy Las (%65 e die zigall ISH Lygindl ) (FISHER) i jladl Syl -
AL Ggia o Silall Jaee ) el Jealall el s e sl

i Aslal) 5gia o ailal) jliel ailall zisadll JLdly S5 cilily il ks .4
Ll A il abal) gigalll pais :(10) aby Josa

olaily) hlia CR
2024/2010 :48a3) 558 N=5 T=15 Gl liall ae
N*T=75
zasal Eisad z dsalll A i) & paiial)
Alsdall ) culil) ) saanil
0.11 0.14 0.024 (CR) glaiiy) jhlia
(0.1818) (0.1264) (0.5960)
0.05 0.03 0.10 Costant
(0.2948) (0.5669) (0.0005)
0.024 0.428 0.004 R-squared
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0.03 0.03 0.04 S.E.of regression
1.83 10.36 0.28 F-statistic
0.18 0.00 0.60 Prob (F-statistic)

EViews 12 zaliy clayie o alae¥l ofialll slae) (e 1 jad)

P Lo ) oy 00 i) 23l iy aladl odkef Joandl (DA (e

sl gine o J 4 Hd Adlaa) Sliel dflas¥) Lalll e Jsde Culill B i e
O WS Lilias) Agie e Ssdall SV 2300y o rpeadll z3salll) AV cpadsall) o s 4 <0.05
o AN 23l 8 Lilas) Jlo Jiisal i)

% 0.4 s 8 aaloy (CR) Jiiwd) il of 6 (R=%0.4 xsanill z3gaill & aasill Jalee 3l =
Jara b Alalal) ) ) f Al GBgia o dilall Jars 3 Alalall cilyrill e Laid % 01 (e 8
& leabd sl (Al chstie 38 e bads S i oY) Dhliar lapmd i Y ASL s e il
Sl

% 43 i A sl (CR) Jtsd) yuidl of o R=%43 25l JEY) z3sai 8 paail) Jalea oy =
Al Chitie 38 e Syuie 68 %57 Liall Ll Wl Sl Bsia o 2l Jaes 8 Alalal) sl o
Al 8 Leal) 5y ol

%02 a3 aalay (CR) Jiiwsal) juaial) of of R=%02 dglsdiall JEY) z3gai 8 paail) Jolea gy =
Chaiie U8 e e ogd %98 D)l Lwl) Wl AL Bsin o dlal) Jare 3 Alalall sl (e Lad
bl b leaha) s ol (g8l

romis) e alae YU ALl 2 3l Alialadl) 25 Gl 1S3 LS s ABAN gz 3ladl) oy ALalial) 2.3

(Lagrange Multipier test) z)£¥ cislaa jLii) -

LM iy cielaa JLid) qilis (11) a8 Jeaa

Nuil hypotheses: No st

Alternative hypotheses: Two-sided (Breusch-FPagan) and one-sided
(all others) alternatives

Test Hypothesis

Cross-section Time Both

Breusch-Fagan T2.28496 0.7932869 T3.07883
(0.0000) (0.3729) (0.0000)

Honda 8.502056 0.590994 5.641889
(0.0000) (0.1865) (0.0000)

King-WWu 8.502056 0.890994 F.O918127
(0.0000) (0.1865) (0.0000)

Standardized Honda 11.38761 1.041033 4. 500198
(0.0000) (0.1489) (0.0000)

Standardized King-¥Wu 11.38761 1.041033 6.988239
(0.0000) (0.1489) (0.0000)

Gourieroux, et al. — — 732078832
(0.0000)
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EViews 12 zaliy cilajie o alieYl ofaldl dlae) (e jaadll
e dygina oas 73.07883 il 3 (Breusch— Pagan) laal dad of Ll Jeaall =il A (g
il 3gasy ABEN ALl Ly @l Jely Apiuall Aumdl) ady L Jalby (0.05 e S8 &) % 5 s
)zl S sdial) 2 3paill L) ALz 3saill ()60l Ay
:Hausman lewsa Lid) —@
Hausman glawsly jLad) gili ((12) a8 Jgaa
Correlated Random Effects - Hausman Test

Equation: Untitled
Test cross-section random effects

Test Summary Chi-3q. Statistic  Chi-Sq. d.f. Prob.

Cross-section random 0.576960 1 0.4475

Cross-section random effects test comparisons:

Wariable Fixed Random War(Diff.) Prob.

CR 0142087 0.106998 0.002134 0.4475

EViews 12 zaliy cilajie o alaieYl ofaldl dlae) (e jnadll
) Agaaall Aglas¥) o jral a5 (Chi-square=0.58 xipe IS a5 8 Gl Jsaall Pla o
O 4B daall dumdl) J& iy 0.05 dysieall gsiue (e ST a5 0.44 08 Jialy (11.07 sls
Ll Y s sa Auhall Ane bl 2B 3 sal)
e dlal) o falaie) Ll dgid) B Al o1 o ol jhalia Y i) zagadll 1(13) A8 Jeaa
LSl (3gha
Dependent Wariable: ROE
Method: Panel EGLS (Cross-section random effects)
Date: 04/26/25 Time: 2316
Sample: 2010 2024
Periods included: 15
Cross-sections included: 5

Total panel (balanced) observations: 75
Swamy and Arora estimator of componentvariances

Wariable Coefficient Std. Error t-Statistic Prob.
C 0.051247 0.048563 1.055280 0.2948
CR 0.105998 0.079378 1.2347961 0.1818
Effects Specification
sS.D. Rho
Cross-section random 0.022440 0.5077
Idicsyncratic random 0.031945 04923
Weighted Statistics
Root MSE 0.0231425 R-squared 0.024424
Mean dependent var 0027974 Adjusted R-squared 0.011060
=.D. dependent var 0.0Z22030 S.E. of regression 00318532
Sum squared resid 0.074065 F-statistic 1.827589
Durbin-Watson stat 0.8475650 Frob(F-statistic) 0.180586
Unweighted Statistics
R-squared -0.040084 Mean dependent var 01132520
Sum squared resid 0128224 Durbin-Watson stat 0489569
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EViews 12 zaliy cilasie o alaeVh cfiald) dla) ¢ 1 jaadll

AUl O o 3 saill 5 pusial) Alalaal) ot 4gle

ROE = 0.05 + 0.11CR + e,

Al gudal) il gl (g aLatBy) anil

Y ASld) Gsia e dlal Jame of S b dsies ye Ak dDle L (CR) olady) i dades —
¢(CR) oty halaay sl

slo el Jane 3 Alalall cbysall e %02 o in Lo paail) Jales iy 288 38530 50 5ad daally Wl -
Slo Gkl Jame e iV jhlie il o iy L ((CR) (gymaiil) jurially Wi 2 o(ROE) 48L (358
sl (b Jax ol (AT i i (AU clas Cinia ASL) (i

O s lee (%5 Lpsine ssise die Wilaa] b e zisalll of Y (FISHER) ié jlaa) iy -
AL g e 3l Jae il jaiall b Jealall i) sy Y gpmdil) i)
:duadal). IV

LY 8 \hagd Al sl da jlhlaall Loaped cileliall ST (e L)) A jad) deliall a3
slhy L L) Slalie o W) e ) jppmall clyshat Jl 8 Lgingada <prty lalaall oda caadalad s 6358y
L) sl Jaa Lo Aglat¥) D) e 26 OlaY) dyad) Jaal) (s ald deliall sda e i
3s3n auiags Gl s ) Al gylaad) auiy lesy Adlide Ciliafisind Gl L deddise LghlaY saala Jes
o halaall a3 A dlle s iy Cilanind ) ddlia) claye s olad

DY pae Gl chaall st A Leesi OIS Lage Blalaa) (e sl Gmsall o ) dalaiy) cilad) al
o8l ae cpi ) Ly DA e 4l Ulgla Lo sag cailall (mlass) ) 5y5 pally sag dnlay) llad)
Camally 558l Lol a0a5 6 e Ly ) o 1o apii (s als Bpadlay) elgnl ) 611 e olay) lalis

P il il e Ao sama ) Auhal) clia g (el 13 e

b Leeati Al AplanY) gl e gl ol Alilee dgla) jhlie L) dgd) asls -
(bl & Laiaa ] Applmall (ASHLaall) Al sl Wi JS

ALl pylai elne s rany Lo cclill ) pagll Jilas e Bpadlay) Ggdl 8 W oY) i ae by —
Ll e sylasdly 48 5sll Lalan o Jalaad) Ul clayedl A0l Sl Jal 48 Caeally ssall Lla e
Neale 3yhaully Canall

z 35aill (il 2 35aill ¢ apanill 2 3saill) lghy Alalially ASLA Bz 3l iy Auhall oda b Lud —
shg L) el W oY) e gty halie 1 Guldl z s Juadl ) Juagill ail o sl
A sl i) 2 3 g

Jare o i e cJpadl e 2l Jaray QW) halie o dlias) AV cld 4yl dDle d5ay -
SV ey s g paall sl A LY plalie Sl Auhal e L) Sad) b Jeadl e 2l
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Dependent Variable: ROA
Method: Panel Least Squares
Date: 04M15/25 Time: 18:53

Sample: 2010 2024
Periods included: 15

Cross-sections included: 5
Total panel (balanced) observations: 75

Wariable Coefficient Std. Error t-Statistic Praob.

C 0.005209 0.003865 1.347826 0.18149

CR 0.015082 0.006539 2 306425 0.02349
Root M3E 0.005755 R-squared 0067922
Mean dependent var 0.013937 Adjusted R-sgquared 0.055153
3.0, dependentvar 0006001 S.E ofregression 0.005833
Akaike info criterion -T.424172  Sum squared resid 0002434
Schwarz criterion -7.362373 Log likelinood 2804065
Hannan-Quinn criter. -7.399496 F-statistic 5.319597
Durbin-Watson stat 0.390851 Prob(F-statistic) 0.023928

Bl iaS Joual) o ailal) Lol culil) A9 zigad a8 :(02) ad) galall

Dependent Variable: ROA

Method: Panel Least Squares
Date: 04M15/25 Time: 19:09

Sample: 2010 2024
Periods included: 15

Cross-sections included: 5
Total panel (balanced) observations: 75

Wariable Coefficient Std. Error t-Statistic Prob.
C -0.002462 0006714 -0 366666 0.7150
CR 0.028262 0.011509 2 4556449 0.0166
Effects Specification
Cross-section fixed (dummy variables)
Root MSE 0.003840 R-squared 0.585078
Mean dependent var 0.013937 Adjusted R-squared 0.555011
5.0. dependent var 0.006001 S.E. ofregression 0.004003
Akaike info criterion -8.126831 Sum squared resid 0.001106
Schwarz criterion -7.941432 Log likelihood 310.7562
Hannan-Quinn criter. -8.052803 F-statistic 19.45923
Durbin-Watson stat 0.936982 Prob(F-statistic) 0.000000
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Dependent Variable: ROA

Method: Panel EGLS (Cross-section random effects)
Date: 04/15/25 Time: 19:02

Sample: 2010 2024

Periods included: 15

Cross-sections included: 5

Total panel (balanced) observations: 75

Swamy and Arora estimator of component variances

Yariable Coefficient Std. Error t-Statistic Frob.
C -0.000966 0.006593 -0.146516 0.8839
CR 0.025692 0.010514 2443471 0.0170
Effects Specification
3.0 Rho
Cross-section random 0.005386 0.6441
Idiosyncratic random 0.004003 0.2559
Weighted Statistics
Root MSE 0.003931 R-squared 0.076279
Mean dependent var 0002636 Adjusted R-squared 0063626
S.0D. dependent var 0.004117 S.E. ofregression 0.003984
Sum squared resid 0.001159 F-statistic 6.028222
Durbin-\Watson stat 0.881553 Prob(F-statistic) 0.016461
Unweighted Statistics
R-squared 0.0343068 Mean dependentwvar 0.013887
Sum squared resid 0002574 Durbin-WWatson stat 0 396894

al srias PRI Asfa Ao ailal) jliel gl,.u.&’d\ C:[,A.\S\ s (04) eé) dgalal)

Dependent Yariable: ROE

Method: Panel Least Squares

Date: 04/26/25 Time: 23:09

Sample: 2010 2024

Periods included: 15

Cross-sections included: 5

Total panel (balanced) observations: 75

Wariable Coefficient Std. Error t-Statistic Prob.

c 0.099272 0.027175 2.653088 0.0005

CR 0.024481 0.045978 0.532456 0.5860
Root MSE 0.040465 R-squared 0.0038649
Mean dependent var 0113520 Adjusted R-squared -0.009777
5.0. dependent var 0.040816 S.E. ofregression 0.041015
Akaike info criterion -3.523429 3Sum squared resid 0122806
Schwarz criterion -3.461629 Log likelihood 1341286
Hannan-Qwinn criter. -3.498753 F-statistic 0.283509
Durbin-Watson stat 0.513066 Prob(F-statistic) 0586027
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Dependent Variable: ROE

Method: Panel Least Squares

Date: 04/26/25 Time: 23:18

Sample: 2010 2024

Periods included: 15

Cross-sections included: 5

Total panel (balanced) observations: 75

Yariable Coefficient Std. Erraor t-Statistic Praob.
c 0.030825 0.0535749 0575324 05664
CR 0142087 0.081841 1.547092 01264

Effects Specification

Cross-section fixed (dummy variables)

Root MSE 0.030641 R-squared 0428834
Mean dependent var 0113520 Adjusted R-squared 0.387445
3.0, dependentvar 0.040816 S.E. ofregression 0.031945
Akaike info criterion -3.972962 Sum squared resid 0.070415
Schwarz criterion -3.787563 Loglikelinood 154 9861
Hannan-2uinn criter. -3.898934 F-statistic 10.36110
Durbin-YWatson stat 0.894239 Prob(F-statistic) 0.000000

el el Al 54ha o atlal) jldely Jlgsdall 531 zisal ik 1(06) ) salal)
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Dependent Variable: ROE

Method: Panel EGLS (Cross-section random effects)
Date: 04/26/25 Time: 2316

Sample: 2010 2024

Periods included: 15

Cross-sections included: 5

Total panel (balanced) observations: 75

Swamy and Arora estimator of component variances

Variable Coefficient Std. Error t-Statistic Prob.
C 0.051247 0.048563 1.055280 0.2948
CR 0106998 0.079378 1347961 01818
Effects Specification
s3.0. Rho
Cross-section random 0.032440 0.5077
Idiosyncratic random 0.031945 0.4923
Weighted Statistics
Root MSE 0.021425 R-squared 0.024424
Mean dependent var 0.027974 Adjusted R-squared 0.011060
3.D. dependent var 0.032030 S.E. ofregression 0.031853
Sum squared resid 0.074065 F-statistic 1.827589
Durbin-Watson stat 0.847560 Prob(F-statistic) 0.180586
Unweighted Statistics
R-squared -0.040084 Mean dependentvar 0113520
Sum squared resid 0.128224 Durbin-Watson stat 0.489569
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