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The Effectiveness of Governance in Islamic Banks on Credit Risk Management: An Empirical Study on a Sample of

Islamic Banks
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Abstract: This paper aims to examine the impact of Islamic banks’ governance on credit-risk
management. The findings indicate that strengthening governance mechanisms—particularly through
governance committees as well as transparency and disclosure—plays a significant role in enhancing the
resilience of Islamic banks. Regarding capital adequacy, improvements in these mechanisms lead to a statistically
significant increase in capital buffers, thereby enhancing banks’ ability to absorb shocks. However, the results
reveal a slight negative effect associated with the performance of the audit committee, suggesting the need to
reinforce its strategic role. In terms of non-performing loans, transparency and disclosure emerge as the most
effective mechanisms in reducing credit risk and improving asset quality. Overall, the study confirms that robust
governance constitutes a fundamental pillar for balancing growth and risk management, thereby strengthening
the financial soundness and long-term sustainability of Islamic banks
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