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Abstract 

The aim of this study is to empirically examine the bank-specific, financial, and macroeconomic 
determinants of performance of Islamic and conventional banks in Pakistan. To do this, we first 
constructed the financial performance index (FPI) based on CAMELS’ ratios and then run the 
computed index on the said determinants. We have used an unbalanced annual panel data 
covering the period 2006-2012. The GLS regression results show that operating efficiency, 
reserves, and overheads are significant determinants of conventional banks’ performance, 
whereas, operating efficiency, deposits, and market concentration are significant in explaining 
performance of Islamic banks. We also show that the impact of GDP and the lending interest rate 
on performance is negative for both types of banks. Bank managers may focus on controlling 
overheads and operating costs to improve performance because, according the empirical results 
presented in the study, both of these variables are negatively related to the FPI. Our results 
suggest that advancements in overall management practices and new standards in operating 
efficiency and financial risk management are essential to enhance performance of banks.  

 

Keywords: Islamic Banks, Conventional Banks, Pakistan, Financial Performance Index, 
CAMELS Ratios, Determinants, GLS Regression Analysis   

JEL Classification Numbers:  G20, G21, G29  

 

                                                           
1 Abdul Rashid is Associate Professor at International Institute of Islamic Economics (IIIE), International Islamic 
University (IIIE), Islamabad, and Sana Jabeen is Visiting Faculty member at the University of Gujarat, Sialkot 
Campus. The authors would like to thank anonymous referees and the Editor for their valuable comments, 
suggestions and editing. The usual disclaimer applies. 
 
 



Download English Version:

https://daneshyari.com/en/article/7341893

Download Persian Version:

https://daneshyari.com/article/7341893

Daneshyari.com

https://daneshyari.com/en/article/7341893
https://daneshyari.com/article/7341893
https://daneshyari.com

