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Financial innovation in the form of Ijarah Muntahia Bittamleek and its impact on 

the profitability and financial performance of Islamic banks 
 (Al Salam Bank Group Bahrain as an example)
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Abstract :  Article info

This study aimed to analyse the impact of Ijarah Finished Finance on the profitability 
and financial performance of Islamic banks. The study focused on Al-Salam Bank 
during the period from 2006 to 2023, by analysing the financial statements and using a 
dynamic model to measure the impact of Ijara revenue (EIMt) on the annual net profit 
(ERNt), relying on the least squares method (OLS) and introducing the lagged profit 
variable (ERNt-1) to study the dynamic effect. The results showed that there is a 
statistically significant positive relationship between the use of the Ijarah Muntahia 
Lease Financing formula and the increase in the bank's profitability. The study 
recommends expanding the application of this formula, investing in staff training to 
increase operational efficiency and enhancing the resilience of Islamic banks to face 
market fluctuations. 
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