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Abstract

The aim of this study is to empirically examine thank-specific, financial, and macroeconomic
determinants of performance of Islamic and conweril banks in Pakistan. To do this, we first
constructed the financial performance index (FRi§dad on CAMELS’ ratios and then run the

computed index on the said determinants. We haeel @®m unbalanced annual panel data
covering the period 2006-2012. The GLS regressesults show that operating efficiency,

reserves, and overheads are significant deternsinahtconventional banks’ performance,

whereas, operating efficiency, deposits, and macketentration are significant in explaining

performance of Islamic banks. We also show thatrtigact of GDP and the lending interest rate
on performance is negative for both types of baBlenk managers may focus on controlling

overheads and operating costs to improve perforenéecause, according the empirical results
presented in the study, both of these variablesnagatively related to the FPI. Our results
suggest that advancements in overall managementiqgas and new standards in operating
efficiency and financial risk management are esaktat enhance performance of banks.
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