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Abstract:

This study examines the impact of financial risks on the capital adequacy ratio
(CAR) in seven Islamic banks (2010-2023) using the Panel-ARDL model and PMG
approach. Findings indicate a significant long-term effect, where increased risks
drive banks to raise CAR. The error correction term (Ecm = -0.35) confirms
automatic equilibrium adjustment. A unidirectional causal link between capital risk
(CAPR) and CAR is observed, underscoring the need to enhance CAR and refine

risk management policies.
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Cross-section random 3.014658 3 01516

EVIEWS. 13 geliy cilajie Slo aslaieY Gfialdl dlaulss ¢ jduaal)
o 223 (EVIEWS 13 =aliy (e dajdiudl Hausman las) il e .Uy
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CAPR | LR | CR | CAR
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(LLC-2002) Levin, Lin et Chu

7.48 -5.96 -1.00 0.84 LAY dalae
& siaall

0.00 0.00 0.15 0.80 Allaiay) ol

- - -7.38 | -2.26 SLEAY! dales J ¥l 3l

- - 0.00 0.01 Allaay) daal)

IPS-2003) Im, Pesaran et Shin

-1.93 -1.93 0.54 -0.86 DLEAY) dalxa

0.02 0.02 0.70 0.19 Allaiay) (S Siaall

- - -4.61 | -3.69 SLEAY) ddas JsY) Gl

- - 0.00 0.00 dlaay)
ADF
26.56 27.28 0.64 0.91 LAY ddlea
0.00 001 | 072 | 0.63 PRI 5 siaall
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- - 0.00 0.04 syl
PP FISHER X2
27.37 | 29.47 | 0.64 1.15 OLEAY) Aalas 5 siasall
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.PEDRONI Jilll bl faliiall Jalill sl e slaie ¥ ain Sl el
Glily JalS dapn e 3Eaill aey LY Ul caliall Jalstl) ddde .2.4.3
25ng Ail&a) asdl Pedroni jlidl (guai assll jda cbhlidl aladsuly Bl
pxe slel ao (Pedroni, 1999, p. 653) ccbuaidll (e JalSS Al
(Cbadll) claagll o sl
Sjisall Jalsill (PEDRONI eyl sitis 17 o J gand)

Fedroni Residual Cointegration Test

Series: CAR? CR? LR? CAPR?

Drate: 01/22/25 Time: 12:00

Sample: 2010 2023

Included observations: 14

Cross-sections included: 7

Full Hypothesis: Mo cointegration

Trend assumption: Mo deterministic trend

User-specified lag length: O

Mewey-West automatic bandwidth selection and Bartlett kernel

Alternative hypothesis: common AR coefs. (within-dimension)

Weighted
Statistic Prokb. Statistic Prokb.
FPanel w-Statistic 0051186 0.4796 -0.820632 0.7941
FPanel rho-Statistic -0.126512 0.4457 0.999190 0.2411
FPanel PP-Statistic -3 717933 00001 -2. 432367 00075
FPanel ADF-Statistic -2.703992 00001 -2.283229 o012

Alternative hypothesis: individual AR coefs. (between-dimension)

Statistic Prob.
Group rho-Statistic 1.820921 0.9700
Group PP-Statistic -3.455998 00003
Group ADF-Statistic -2.445450 00072

EVIEWS. 13 el cilajie e alie Yl oifinldl daulss 1 jaeaal)
:duhall yaial (PEDRONI cylidy el jidiall Jalsil) il
iz (04) ssa5 Ao diidl Jlsill PEDRONI sl mibs qalef i
G 2l Aals e (02) cplial cdpde JalS agay cadl ol
(between— ) i) iy uals (02) oplisls (WITHIN-DIMENSION)
Jral i) JS dalal) dibasd caladl Jlas) ded o e «dimension
& Jiaial) Jaiaa) aaiall cp aliie JalSS ADle aagi Jod Jh JUlly %5 (e
(CAR)  JLl (ol 3S G 3 Jiiall catl) rially Ala) jlaladl)
dap of ge U (BELLOMI) il Caagy repiiall Jalsi a0 3.4.3
JalSs asmgs ¢ il el Caimal aag | (2) Al e o iyl JalSs
Ciph e s3sdl Fostat jlad) =0l iy Wz ¥ 2 daall e Oy

2025 - 13> /34 pl ol 86



AUy AolaZdY Cigm ) Al oo DIyl gl SiblinZo le Ul Jlolil] Sl

2, (Stefano Bertelli, 2022, pp. 5-6) Persaran and al (2001)
MJ\)L.HN\ )L\:\;\ ;b;‘ A g c\jj d}.\;}\ ‘55 C.;A)A B PR 4.})\)5.\»:\1\ JL\:\;\ ;\)A\

rol Oy
Lal) cfpiial Jalsal) da ) Lol il 18 a8y Jgand)
Jalsil) da 53 J¥) LAl i 6 Shall dic &) uriall
At 1érdifference At level
1(1) Al NS CAR
I(1) Yia e pe LR
I(1) e el CR
I(1) e Dla e CAPR

EVIEWS. 13 gl cilajie o alae VU ofiald) Aaulss : jsaal)

Cpsiall JalS a3l 2y 1 Saliaal) Jil) g isad Julady ki 4.4.3
&y WS (1) gsiwdl xe (CAR) ol Luidls (CR.LR.CAPR) ddWl)
Pooled dng¢ic sladiuly Panel-ARDL zisai ji & cJalSall d5j0 Jeaa
Akaike jlsa ) bl JieY) z3sall sl g a 55 Mean Group (PMG)
+cdy) AARDL(1,1,1,1) dasall o cuiid ¢(AIC)

Gl 36 =y (Dynamic Panel) cllall Sl z3gaill e ladic)
(Error (il st mllias Gpacai ge uailly Joshall eVl e S 0
glsal b i ol 9 W8 Jgall ma, Correctio Term)
EViews 13. zlip &lajis 385 ARDL(1,1,1,1) Panel-PMG
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panal —ardl pmg (1.1.1.1) zlaill 485 gilis :9 A8, Jgaal)

Dependent Variable: D({CAR)

Method: ARDL

Date: 01/22/25 Time: 14:48

Sample: 2011 2023

Included ocbservations: 91

Maximum dependent lags: 1 {(Automatic selection}
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (1 lag, automatic): CR LR CAPR
Fixed regressors: C

mMumber of models evalulated: 1

Selected Model: ARDL(T, 1, 1, 1)

Mote: final equation sample is larger than selection sample

Variable Coefficient Std. Error t-Statistic Prob.*

Long Run Equation

CR 0259518 0.095209 3.040864 0.00325
LR 0.005005 0003791 2112326 0.0388
CAPR 1.047569 0.099960 10.47989 0.0000

Short Run Equation

COIMNTEQDO -0.355042 0.096115 -3.693945 0.0005
D{CRY 0076220 0.330995 0.230274 0.8187
CHLR) -0.013112 0. 116160 -0.112879 0.9105

CHCAPR) 0.923567 0510060 1.810701 0.0752
Lo -0.0503229 0.022929 -2.104911 0.0295

EVIEWS.13 gmaliy cilajaa e slaie YU il danls, @ jdaall
oe PMG diagie alainly Gaanall jaill 23l aadS sdaghll Ja¥) 3 Julail-
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((CAPR) JWll (ul) shlias (LR) agudl jhliag ((CR) oladyl hlis

W uly S s g i) o) Al 038 ek L(CAR) Jlal Gy 4US i
0y e bl 5ly) cilub A sale) e AW Glewsadl sy (CAR)

e Gl cillaliny)

%1 i CR 32 ) 3) tCARa dpuse ABe iy (CR) glaidy) jhalia-

0.28%. iy CAR alisil ) a5

%1 )iies LR 3alyy ) 3 ¢CAR xe diage e <3 (LR) Agacddl jhlia—

./0.008 4 CAR gyl ) (55

CAPR 3. ¢f 3 ¢CAR se Luse e i :(CAPR) (W) (ul) jhlia—

.70.04 iy CAR (nlias) Y o5 %1 i

ail) e 3501 gy «JaY) 8yuad ADlal) ) b :CR Uadl) sl aa-

Wadll et Jalae o o cdashall a1 4 o3l ) AUl sase ey
as K lae (%5 siwe die gsinay Al s —0.35 san 2(ECM)
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& sl Ll U sagally a1 spmill MR mmaai bS] Ao e
LJashall Ja

Zisa e o uaill JaV1 i) il copell 1 pmall) Ja¥) B Jalasl-
& (CAPR (LR (CR) liiusall i parially dalil) < lalaall dygina a2c (PMG
I it il o3 celliyy (CAR) Jll (o) 4468 4 b Adaalll oyl s
& (CAR) Jld) (ul) 4l Jara o dyysh T S Y 4kl haladd) of
gl Jalaal B85 Jyghall saall (8 dpasn Lein A8 (S5 Laiy ¢ il (sl
L) Alshall Aslaall e il . Uadl)

D dmy lipan JS) Uaddl maaual aag  panal —ardl gigad i 5.4.3
A & (Panel-ARDL 3 aladinly (oyladll) dujall dual SN -3 gal
i e Gipas (S (ECM) il masd dalaes uail) cadll 8 48
Bl e dishll saall 5 o)l Al saleind depu api ) Jalaill 138 Ciagy

a3 yual 4L
Ay J<t Uadl) st dag juall) gaal) B ABDMad) : 10 &8 Jgaadl

. G | s | ipas | dipas | A gara

Regressor ;ﬁ‘j‘ dﬂ sl | “:LJ:;“ ol g |k 45 g
& oSl | adl) T ) | DY) | A8 puaal)
Ec -0,06 | -0.34 | -0.89 | -0.34 | -0.39 -0.45 -0.40
(0.00) | (0.01) | (0.01) | (0.19) | (0.04) | (0.08) | (0.09)

CR 0.12- | 032 | -0.19 | -0.34 | -0.35 -0.22 3.17
(0,26) | (0,07) | (0.24) | (0.19) | (0.03) | (0.16) | (0.08)
LR 0,08 | 0,23- | 0.09 0.26 0.24 | 0.0007 | -1.09
(0,29) | (0,01) | (0.35) | (0.08) | (0.04) | (0.82) | (0.04)

CAPR 0,98 | 0.46 | -0.15 | -0.01 | 0.88 0.68 3.84
(0,94) | (0.06) | (0.51) | (0.98)| (0.01) | (0.02) | (0.07)
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) ek WS L dshll dal) il Al ) aladl) sale) e Jasd asaas
il s e %105 %5 Slsise e Ayl Clyaiall ard dygiae AV
o eadll gadl 3 (CAR) JLl (uly BS das e L) lalad)
4l Al @il JalSall zasar ) & il il Apad) A8 A 5.3
O daY) dlish 4535 Al dgay (e G iy Y (Granger (1988) L,
Wle dsagl sl Load Gl i qnd Jlasy) JolS @) Lo @il
S 3l ana L slan) dgalal Ay
(Granger Causality Test — il cijlas) cyeldd 11 &) Jeaall
JWi Gy Shlae e 2 slady) dplal 4w dDle dla of Pairwise)
75 iflas) AN Gl 2ie ¢lliy (CAR) JWl Gy A€ 4 a3 (CAPR)
J105

Pairwise Granger Cousality test duaud) sl :11 ) Joaadl

Pairwise Granger Causality Tests
Drate: 01/22/25 Time: 17:16
Sample: 2010 2023

Lags: 2

Mull Hypothesis: Obs F-Statistic Prob.
CAR does not Granger Cause CAPR 84 3.30865 0.0417F
CAPR does not Granger Cause CAR 245636 0.0923
CR does not Granger Cause CAPR 84 12,8506 1.E-05
CAPR does not Granger Cause CR 045633 0.6353
LR does not Granger Cause CAPR 84 0.89767 04116
CAPR does not Granger Cause LR 1.20341 0.2056
CR does not Granger Cause CAR 84 1.35281 0.2644
CAR does not Granger Cause CR 170117 01891
LR does not Granger Cause CAR 84 037672 0.6873
CAR does not Granger Cause LR 254114 0.0852
LR does not Granger Cause CR 84 022612 0.7ag1
CR does not Granger Cause LR 0.04490 0.9561
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