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Chapter One
The Introduction
1.1 Background
The banking sector has a strong effect on the economy of any country, due to the fundamental role of this sector in enhancing the overall economy, including out of mediation and financial transactions that are indispensable for the economy of any country (Monnin and Jokipii, 2010). Therefore, the bank can be defined as a financial institution that trades with the money of investors, and aims to work as a financial broker between the people who have a surplus of money (depositors) and the people who have a requirement to cover their financial needs (borrowers) (Albertazzi and Gambacorta, 2010).
Accordingly, the bank is considered the most important financial institution that manages the money of the investors, and the profit of the banks will be the difference between the interest that has been paid by the borrowers and the interest that has been paid to the depositors. Moreover, the bank introduces many financial facilities and services to their customers, such as credit services, cashing cheques, issuing letters of credit and letters of guarantee, safety deposit boxes, portfolio management, foreign currency exchange services, acquisition of commercial papers, bank acceptance and underwriting of financial instruments (Bendi and D'Agnolo, 2008). 
In contrast, the Islamic banking system works in the same way as commercial banks but without interest, due to the effect of the interest on the investors. Islamic sharia laws prohibited interest because the interest payments would increase the payment on the loans to the borrowers and increase the profit of the bank. Consequently, the interest payments are unfair to the borrower. Moreover, Islamic banks apply the Islamic laws in their financial investments by applying the concept of financial intermediation, which is based upon the principle of participation in the profit and loss. In addition, Islamic banks have introduced more than forty Islamic financial products to their customers, such as accepting demand and time deposits, cash transfers, cashing cheques, foreign currency exchange services, acquisition of the commercial papers and safety deposit boxes (Aishath and Wisham, 2010).
The banking sector is considered as one of the most vital industries to support the real economy. Consequently, the banking sector should be efficient and less affected by financial problems in order to save and improve the economy of the country, and the stability of the banking sector reflects on the economy of the country (Monnin and Jokipii, 2010). Recently, the financial crisis has had a strong effect on many financial institutions and led many strong firms into bankruptcy, such as the Lehman Brothers bank, Washington Mutual bank, General Motors, Thornburg Mortgage and Chrysler LLC (Mills, 2010).
According to Pichardo and Bacon (2009), the bankruptcy of the biggest companies strongly and directly affected other financial institutions and led to the increase of risk in the stock market, which reflected negatively on the overall economy. However, the effect of the financial crisis was at variance between the commercial and Islamic banks due to the difference in the financial transactions in the two systems (Ariss, 2010). 
 


1.2 The Financial Crisis Concept
A financial crisis is a sudden drop in the price of one or more types of assets. These assets could be physical capital assets, used in the production process, machinery, equipment and buildings, or financial assets, which are the rights of ownership of physical capital or inventory such as securities, or financial derivatives, which are the rights of ownerships the financial assets, including futures, options and swap contracts (Jarboe and Furrow, 2008).
Accordingly, any collapse in the assets’ value will lead directly to bankruptcy of the value owned by financial institutions. Moreover, a financial crisis could take forms such as a debt crisis, banking crisis or currency crisis (Racickas & Vasiliauskaitė, 2010).
The financial crisis can be due to several reasons, such as inflation problems, declining margins of safety, concentration of risk, debt deflation and excess borrowing (Tropeano, 2010). Moreover, the unexpected collapse in the assets’ price could arise from the explosion of bubbles such as financial bubbles, price bubbles and speculative bubbles. The bubbles are the selling or buying of huge amounts of one or more physical or financial assets like shares, bonds and real estate by outweighing the actual price. The real price is the total present value for the expected future revenue (Ackert et al., 2009).



1.3 The Beginning of Commercial and Islamic Banks
Financial transactions started during the Roman Empire when moneylenders traded in currencies by exchanging foreign currencies to home currencies. The first real bank in the world was Banco Di San Giorgio, established in Italy on 2nd March 1408, which started applying its banking activities in 1412 (Felloni and Laura, 2004). Furthermore, the second bank was Monte Dei Paschi Di Siena Bank in Italy, opened on 27th February 1472 by the decision of the General Council of the Republic (Monte Dei Paschi Di Siena Bank, 2010), and this bank is considered to be the only bank in the world to have survived all the financial crises that have occurred (Duyn, 2010). However, after that time the demand on the banking sector started to increase all over the world and started to expand in all countries, including the Muslim countries. 
Islamic principles and laws prevent Islamic banks from charging or paying interest. Therefore, Muslim people were careful in their financial transactions with the banks, in order to avoid the interest. Accordingly, they established the first Islamic bank in Egypt in 1963 that accepts Islamic laws. Dr Ahmad (Sole, 2007) founded this small Islamic savings bank, which performed financial transactions with the principle of zero-interest. Following the Islamic savings bank in Egypt, another bank was founded in 1971 and the purpose of this bank was to give financial support to those who needed financial funding by the method of sharing in profit and loss. Also, the first Islamic development bank was established in Saudi Arabia in 1973 and the aim of this bank was to improve the economy of the country. Moreover, the Dubai Islamic bank, which opened in 1975, was the first private bank organized in Asia (Okte, 2010).


1.4 Comparison between the Activities of Commercial and Islamic Banks
The financial transactions of commercial banks are based on interest and the concept of the relationship between the debtor and the lender. The bank borrows from the savings of the depositors and then lends this money to the borrowers. Accordingly, the profit of a commercial bank is the variance between the amount of interest that has been paid to the depositors and the interest that has been charged to the borrowers (Petersen & Schoeman 2008). Furthermore, other financial transactions are provided by commercial banks, including letters of credit and guarantees, and they also produce different kinds of derivative.
On the other hand, the Islamic banking system works according to the concept of the partnership that emerged between the banks and the depositors; it was a relationship of profit and loss sharing (PLS). This allows the parties to go forward in owning physical goods and the trading process (Cocheo, 2007).
The depositors in the Islamic banking system are recognised as entrepreneurs, because interest is prohibited in the Islamic sharia. Therefore, Mudaraba, Musharaka, Murabaha, Ijarah, Bai Muajal, Bi slam and prepaid purchase are considered the best substitutes for the Islamic banks to avoid interest, which is clearly forbidden in Islam (Lewis, 2010).




1.5 The Research Objectives and Questions 
This research will compare the top ten conventional banks with the top ten Islamic banks. The banks have been chosen by the value of assets at the end at the financial year 2009 (Alexander, July 2010: 126).
The Top Ten Commercial Banks in the World: 
	Rank (2009)
	Bank
	Country
	Assets ($ billions)
	Rank by: Tier 1 Capital

	1
	BNP Paribas Bank
	France
	2965
	8

	2
	Royal Bank of Scotland 
	UK
	2750
	4

	3
	Credit Agricole Group  
	France
	2441
	13

	4
	HSBC Holding 
	UK
	2364
	5

	5
	Barclays Bank 
	UK
	2235
	10

	6
	Bank of America Corp
	USA
	2223
	1

	7
	Deutsche Bank
	Germany
	2162
	20

	8
	JP Morgan Chase & Co
	USA
	2032
	2

	9
	Citigroup 
	USA
	1857
	3

	10
	Lloyds TSB Banking Group 
	UK
	1665
	12



The Top Ten Islamic Banks in the World:
	[bookmark: _Toc269438955]Rank (2009)
	Bank
	Country
	Assets ($ millions)

	1
	Kuwait Finance House 
	Kuwait
	37177.9

	2
	Al Rajhi Bank 
	Saudi Arabia
	33347.5

	3
	Dubai Islamic Bank
	UAE
	22801.6

	4
	Parsian Bank
	Iran
	15117.4

	5
	Abu Dhabi Islamic Bank 
	UAE
	12063.4

	6
	Al Baraka Banking Group
	Bahrain
	11167.5

	7
	Bank Rakyat 
	Malaysia
	10397.1

	8
	BIMB Holding
	Saudi Arabia
	6595.5

	9
	Pasargad Bank
	Iran
	6169

	10
	Qatar Islamic Bank 
	Qatar
	5861.5







1.5.1 Research Objectives:
1. To explain the difference between Islamic and conventional banking systems.
2. To evaluate the financial performance of the top ten Islamic banks in the world and the top ten commercial banks in the world over the period 2005–2009.
3. To evaluate the financial stability of the top ten Islamic banks in the world and the top ten commercial banks in the world during the period 2005–2009.
4. To examine the effect of the financial crisis on the top ten Islamic banks and the top ten commercial banks in the world during the period 2005–2009. 
5. To provide recommendations and suggestions that can support the banking system to face the financial crisis. 

[bookmark: _Toc269438956]1.5.2 Research Questions:

· How does the Islamic banking system compare with the conventional banking system?
· What is the effect of the financial crisis on both systems?

[bookmark: _Toc269438957]1.5.3 Hypothesis:
		
· H1: There is a negative relationship between the financial crisis and the stability of Islamic and commercial banks. 
· H0: There is no negative relationship between the financial crisis and the stability of Islamic and commercial banks. 

· H1: There is a negative relationship between the financial crisis and the performance of Islamic and commercial banks. 
· H0: There is no negative relationship between the financial crisis and the performance of Islamic and commercial banks. 



Chapter Two
The Literature Review
2.1 The Introduction
As we discussed in the previous chapter about the history of Islamic and commercial banks, the Islamic banking system provides to their customers the same products and services as conventional banks with small differences between the two systems due to the principles of Islamic finance. There have been many studies that have examined the financial transactions of the two systems and evaluated their financial performance and stability. 
However, during the last three decades many financial crises have occurred that have strongly affected the two types of banks, and many of the researchers have studied the financial performance and stability of commercial and Islamic banks. There were different views about their financial performance and stability; consequently, this chapter will illustrate the differences between the two systems and also illustrate how Islamic banks avoid interest in their financial transactions with their customers. Moreover, this chapter will also discuss how some studies have evaluated the financial performance and stability of the two systems in different regions and different periods with an explanation of how the recent financial crisis has affected commercial and Islamic banks. 



2.2 The Principles of the Islamic Banking System
The Islamic banking system operates according to Islamic laws and Islamic sharia. Consequently, Islamic financial institutions derive their rules and principles from the Holy Quran and the sayings of the prophet Mohammad. Hence, Islamic laws prohibited Riba (interest), Gharar (risk) and Maysir (gambling) due to the negative effect of these three issues on the investor (Gait and Worthington, 2008).  
Gait and Worthington (2008) define Riba (interest) as large or small increases on the value of the initial loan to the borrower who must pay this money to the lender. Therefore, Islamic finance prohibits any excess or fee on the value of the initial loan due to the negative effect this would have on the borrower. Furthermore, Gharar (Risk) is selling items or products whose futures are uncertain, which may cause risk to the buyer and make this trading the same as gambling. Finally, Maysir (betting or gambling) is forbidden in Islamic finance due to the ambiguity of this type of trading, which does not guarantee returns. Therefore, Riba (interest), Gharar (Risk) and Maysir (Gambling) are considered as the main three issues that are forbidden in Islamic finance and if these three principles are prevented in the bank then it will become a proper Islamic banking system (Cattelan, 2009).
However, the Islamic banking system applies many types of financial methods that comply with Islamic laws in order to avoid interest between the borrower and the bank, such as Mudaraba, Musharaka, Murabaha, Istisna, Ijarah and Quard Hasson (Smolarski and Schapek, 2006).

2.2.1 Mudaraba (Speculation): 
Mudaraba is a contract between the borrower and the bank in order to provide financial resources to the borrower. The profits and losses will be shared between the two parties according to a specific percentage that they agree upon from the beginning of the process; the investor will be responsible for all the financial losses and another party will be responsible for all the operating losses (Vinnicombe, 2010).




2.2.2 Musharaka (Full partnership):
Musharaka can be defined as a full partnership between the bank and the investor in the profit and loss depending on the percentage that they agree upon. In general, it is seen as co-operation or a joint process between the Islamic bank and the client in order to conduct certain transactions. It is possible that an Islamic bank can perform as the money provider to finance different kinds of industries (Ibrahim, 2008).
 
2.2.3 Murabaha (mark-up on sale):
Murabaha is a kind of contract that is created to help the people who are not able to buy property on their own; in this type of contract the bank will purchase the property at a disclosed price and will increase the price for their clients (Vinnicombe, 2010).

2.2.4 Istisna (Manufacturing contracts):
Istisna is one of the Islamic financial transactions; in this type of contract the bank will provide the investors with the required industrial materials in order to start their business with advance cash payments or by deferred payments and date of delivery (Gait and Worthington, 2008).  

2.2.5 Ijarah (lease financing):
Ijarah is a payment for a rental contract between the two involved parties, where the owner of the assets (such as building or the offices) leases the assets to the lessee, who uses the assets (Ibrahim, 2008). 

2.2.6 Quard Hassan (benevolent loans):
Quard Hassan is a type of lending; in this type of lending the bank introduces the money to those who need the money to decrease their difficult financial situation. Furthermore, the bank can lend the money based on zero-interest to any of the societies for different aims, including money for expenditures related to education or marriage (Ibrahim, 2008).



2.3 Islamic Banking Transactions 
The financial transactions of Islamic banks have developed since the first Islamic bank was opened in order to introduce the best services to their customers according to Islamic laws. Therefore, the Islamic banking system depends on the investment of the money belonging to the shareholders and depositors. Consequently, several studies have discussed the financial resources of Islamic banks and the usage of this money. 

According to Gait and Worthington (2008), the three basic methods of Islamic deposit accounts are as follows:

1) An Islamic current account is considered a service to provide a facility for depositors to make transactions, such as transference of funds and paying cheques in and out of the account.
This account could be paid on demand without any interest paid to the depositors. It is also possible to keep these accounts in the form of foreign currency in order to make it easier to conduct international trade.

2) An Islamic savings account is the same as a commercial savings account. However, this savings account introduces to the customer benefits and services instead of interest due to the prohibition of interest. 

3) An Islamic investment deposit account is a special account for a customer who wants to make an investment by using their own money, according to the concept of profit and loss sharing. Therefore, Islamic investment accounts are divided into two types as follows:
· Specified investment accounts: 
In this type of account the bank will be responsible for the investment of the customer’s money in a specific investment, or in conditional investments, in specific projects or specific sectors.


· Unspecified investment accounts:
This account introduces to the customer the opportunity to grant the bank the full authority for the investment, with regard to the bank’s ability and wishes to invest in any relevant transaction.

2.3.1 Services
Islamic banks provide many services to their customers, the same as commercial banks, such as letters of guarantee, traveller’s cheques, letters of credit, money transfers, performance bonds and foreign exchange transactions.
Moreover, Islamic banks are able to collect some types of fees, such as administrative or service fees, according to the expenditures generated on the service and provided in adherence with the Islamic sharia.
Islamic banks are also in the position to charge a commission fee when the financial transactions are for the purpose of selling and buying metals, such as gold (Gait and Worthington, 2008).   


2.4 The Financial Performance and Stability of Islamic and Conventional Banks
This part will discuss some studies that have evaluated the financial performance, efficiency, stability and financial risk of the two types of banks in different regions and periods as follows.
Dr Ali (2010) evaluated the financial performance of the top ten commercial and Islamic banks during the recent global financial crisis of 2006–2009. Dr Ali made a comparison between the two types of banks in terms of total assets, total equity, net profit, market capitalization and financial indicators. The overall results illustrate that the total equity of commercial banks increased by 24% and the total equity of Islamic banks rose by 36%. Furthermore, the net profit of the commercial banks decreased from $116 billion to $42 billion. In contrast, the net profit of Islamic banks increased by 9%. Moreover, Islamic banks encountered a decline of 8.5% in market capitalization, whilst the commercial banks went through losses of 42.8%. 
As a result of the strong impact of the global financial crisis on the commercial banks, five of the largest ten commercial banks in the world received assistance from governments ($163 billion); in the same period, only one Islamic bank demanded assistance from the government to restructure its position and its shares in the market.
The total return of Islamic Dow Jones declined from 2007 to 2008 by 24.7%, whilst the total returns of the MSCI world index declined by 34.7%. 
Safiullah (2010) evaluated the financial performance of Islamic and conventional banks in Bangladesh by examining the interest-free Islamic banks and the interest-based conventional banks through using the Statistical Package for Social Science (SPSS) and financial ratios analysis on four commercial banks and four Islamic banks.
The results illustrate that the financial performance of the Islamic banks, under the concept of zero-interest, seems to give them better liquidity, business development and profitability than conventional banks. Secondly, the financial performance of the conventional banks, under the concept of interest, is more efficient than that of Islamic banks in terms of its commitment to community and economy. Finally, the overall result of the performance of the two types of banks in Bangladesh showed that the financial performance of the Islamic banking system in Bangladesh is more efficient than conventional banking. 
In contrast, some studies have evaluated the financial performance of the two types of bank and they got different results to Dr Ali and Safiullah.
Erusan (2008) applied SPSS and ANOVA analysis on 12,600 observations from Islamic, foreign commercial and local commercial banks and finance companies, and classified these observations into one, three, six, nine, twelve and fifteen months of rates, in order to examine the performance of the return on the deposits in those types of banks by t-testing the observations. 
Moreover, Erusan evaluated the fixed profit rate of commercial banks and the profit rate of Islamic banks in Malaysia over the period 2002 to 2006 by using one Islamic bank, thirteen foreign commercial banks, ten local commercial banks and eleven finance companies. 
The overall results indicate that the returns on deposits in foreign banks and commercial banks and finance companies were higher than in the Islamic bank. Furthermore, the result of ANOVA showed the Islamic bank achieved the smallest mean performance in June compared with the commercial banks and the finance companies achieved the highest rate of mean performance in January compared with the other banks. 
Dahduli (2009) examined the impact of the global financial crisis on the financial performance of twenty-two Islamic banks and fifty-four commercial banks in the Gulf area during the period 2000–2008, through t-testing nine financial ratios in order to compare the liquidity, profitability, credit risk and efficiency of each system. Dahduli reached the conclusion that, during normal economic conditions, commercial banks are more profitable and efficient, but have a higher liquidity risk compared with the Islamic banks.
The global financial crisis decreased the variance in profitability and efficiency between the two systems as a result of the strong impact of credit pressure on conventional banks and the good financial performance of Islamic banks. Moreover, Islamic banks were less exposed to credit risk in comparison with conventional banks.
In addition, Samad (2004) examined the financial performance of commercial banks and Islamic banks during the period 1991–2001 by examining liquidity risk, credit risk and profitability ratio. Nine financial ratios and a t-test were used to examine those banks. 
Samad found that there was no variation between the two types of banks in the performance of profitability and liquidity; however, the commercial banking system is more exposed to credit risk than the Islamic banking system.	

Many other researchers have examined the financial risk of commercial and Islamic banks. For example Ariss (2010), who evaluated the competitive situation of Islamic and commercial banks over the period 2000–2006 by examining a sample of 58 Islamic and 192 commercial banks in thirteen Asian and Middle East countries.
Ariss examined the sample of banks by using four financial ratios and H-statistics to evaluate and compare the competitive situation in those banks. The profitability results showed that the Islamic banks allocated a greater part of their assets to provide loans to finance their clients compared to the commercial banks. Furthermore, the Islamic banks have less exposure to financial risks than the commercial banks, and the competitive situation of the commercial banks indicates less concentration on the financial risks and their competitive advantages is greater than Islamic banks.
Moreover, The World Economic and Financial Survey (2009) indicated that the financial performance of the Islamic banks and the profitability slightly decreased in the Gulf cooperation council states; who analysed fifty conventional banks and eighteen Islamic banks in the region during the financial crisis. The survey's results revealed that commercial bank profitability fell greatly in 2008, and the Islamic banks were less prone to credit risk compared to the commercial banks.
The purpose of Cihak and Hesse’s (2008) work was to test the financial stability of the conventional and Islamic banks in Asia and the Middle East. Therefore, they used the Z-score financial analysis tool, which indicates several structures of the financial ratio analysis, for instance return on equity and return on assets, which is considered a useful instrument for measuring solvency risk for the banks that operate out of capital and reserve.
They analysed and observed 397 conventional banks and 77 Islamic banks, from the same areas, during the period 1993–2004 by comparing the Islamic and commercial banks that work in small and large capital in order to analyse the financial stability of each system.
The result was that the financial situation of the small Islamic banks was stronger and more stable compared with the small conventional banks and large Islamic banks, due to their concentration on low-risk investments. Large conventional banks were stronger than the large Islamic banks, because of the difficulty in monitoring the credits.
Some studies have evaluated the efficiency of the two systems in order to determine the most efficient system. For example Moktar, Habshi and Abdullah (2006), who measured the efficiency of twenty commercial banks, twenty Islamic windows and two fully-fledged Islamic banks in Malaysia over the period 1997–2003, using the stochastic frontier approach (SFA). The overall results illustrate that the total deposits of the Islamic banks in Malaysia increased dramatically over the period of study. Furthermore, the results of evaluating the cost and technical efficiency of the two types of bank indicate that the overall efficiency of the commercial bank industry remained the same, whereas the Islamic banks’ efficiency increased over the period of study. Although the level of efficiency of the Islamic banking system is still lower than the commercial banking system in Malaysia, it seems the Islamic banking system in Malaysia is more efficient than Islamic windows.
Yudistira (2004) measured the efficiency of eighteen Islamic banks during the period 1997–2009; his measurement was founded on an efficiency evaluation in which DEA was utilized to address the technical effectiveness of the Islamic banking industry, and the overall results showed that the Islamic banks suffered from a financial crisis over the period 1998–1999, and they improved their financial performance after that period. 
Johnes, Izzeldin and Pappas (2009) assessed the efficiency of nineteen Islamic banks and fifty conventional banks during the period 2004–2009, using the DEA and six financial ratios to measure the technical efficiency. 
This analysis illustrated that the Islamic banking system has a higher return on investment compared with the commercial banking system. Furthermore, regardless of the fact that the Islamic banks’ total assets are worth less than the commercial banks’, still they are more effective in using and employing their resources to create revenues and profits.
Shahid, Rehman and Niazi (2010) examined the efficiency of the Islamic and commercial banks in Pakistan. They used a sample consisting of five conventional and five Islamic banks during the period 2005–2009. They applied the DEA model in order to measure the effectiveness of the two systems according to the CRS & VRS approach. 
Their findings showed that the TE of the conventional banks is better, but in CE and AE the two sectors revealed good competition. And the t-statistics shows the absence of notable differences in mean effectiveness scores between the two systems, except in 2008. 
Bader, Mohamad, Hassan and Ariff (2007) evaluated the profit and cost efficiency of Islamic and conventional banks in the Middle East and North Asia during the period 1990–2005, by applying the SFA on thirty-seven conventional banks and 43 Islamic banks, based on the region and size.
The results of the analysis illustrated that the cost efficiency was 31.8% for the Islamic banks and 29.3% for the conventional banks; profit efficiency was 75.4% for the commercial banks and 75.1% for the Islamic banks. Furthermore, the findings showed that both Islamic and conventional banks are efficient in creating profit but inefficient in controlling the costs. 
In 2008, Noor and Majid tested the efficiency of thirty-seven Islamic banks during the period 2001–2006 in sixteen Asian and Middle East countries, which are the largest Islamic financial markets. The DEA was used and the results indicated that the banks’ performance was good but they were inefficient in managing the usage of their resources, which might affect their financial performance in the following years.
The Islamic banks in Asia and the Middle East achieved 66.7% in technical and pure technical efficiency, while this percentage for the Asian banks was 61.4%, which indicates that the Islamic banks in the Middle East were more efficient than the banks in Asia and they performed better. Finally, the Islamic banks in Iran scored the highest percentage of efficiency (85.4%) among the Middle East and Asian countries. 


2.5 The Recent Financial Crisis
The recent financial crisis or mortgage crisis that occurred in the United States of America during September 2007 had a strong effect on many financial institutions and the economies of many countries all over the world, due to the strong economic relationship between the international stock markets and the American stock market.
The recent financial crisis began when the banking sectors in the USA started to give financial facilities to borrowers to take loans in order to buy property without any confirmation of their ability to pay the loan and the interest to the banks. The demand on the real estate sector increased dramatically in the USA. The borrowers who were unable to pay their loans had their properties repossessed by the bank. The problem consequently increased when the banks could not find buyers for these houses because of the increasing value of property; therefore the purchasing power of properties declined. Thus, the fixed assets of the banks increased dramatically with a shortfall in the cash flow, which led to the banks’ inability to cover their short- and long-term liabilities. Consequently, the banks’ inability to sell these assets and cover their liabilities caused the collapse of some banks (Scardovi, Gatti and Ventola, 2010).      
There were many banks and financial institutions that collapsed because of the financial crisis, such as Lehman Brothers, and this brought huge negative impacts on different sectors of human life. Another example that clearly illustrates the great negative impact of the global financial crisis can be seen in the cases of the collapse of many automotive firms in America and Europe, where many thousands of workers lost their jobs and their monthly income, the only source of revenue to pay for their family living expenses. Also, the effect of the global financial crisis extended to many sectors of human life, such as production processes, increased unemployment and the governments being unable to achieve their plans and objectives, which has led to difficulties in meeting their financial duties and commitments (Rova and Mano, 2009).


Chapter Three
Research methodology
3.1 Introduction
This chapter illustrates the methods that will be used to achieve the objectives of the study. Accordingly, there will be a discussion about the methodological topics in relation with this study as follows:
1) Types and forms of research philosophy.
2) The different methods for designing the research that we can use for the purpose of evaluating any topic.
3)  Illustration of methods used for data collection in terms of their content and other features.
The quality of the research is an important element, thus it will be mentioned, including a discussion regarding analysis instruments, finishing with an indication of the research's limitations.
3.2 Research philosophy:
Research philosophy is considered to be an important element for many researchers; this philosophy relies on the methods that can be applied to create knowledge by the researcher. However, there are two types of the methods to perceive the philosophy used in research: ontology and epistemology. Each method has a different effect on the research function (Johnson and Duberley, 2000).
3.2.1 Epistemology:
Epistemology is the part of the philosophy that agrees with questions, which can be useful to make the knowledge acceptable in a particular field. The main interest in epistemology is the possibility of following a specific set of procedures and rules of natural science when interested in dealing with the social world. There are three positions of epistemology and natural sciences that can be present to deal with the knowledge:  positivism, interpretivism and realism (Johnson and Duberley, 2000).  

3.2.1.1 Positivism:
According to Creswell (2003), positivism is one of the most important parts to researchers and it includes the introduction of the most valuable theories in relation to the research subject. Furthermore, the researcher will determine the methods that will be used to collect the data, which will be useful to enforce the theories. 
3.2.1.2 Interpretivism:
According to Saunders, Lewis and Thornhill, 2007, interpretivism is considered a useful method to help the researcher understand the perceptions and behaviour of human beings.
3.2.1.3 Realism:
Realism is considered an epistemological stance related to scientific investigation; it looks like positivism in its assumption that the scientific way is best for improving knowledge and for using natural and social sciences for the same type of data gathering and interpretation (Saunders, Lewis and Thornhill, 2007).
The importance of realism is that the presence of objects in reality is independent from human thinking.
The two main types of the realism are:
1. Critical realism.
2. Experimental realism.
3.2.2 Ontology: 
Ontology is a part of philosophy that deals with all topics regarding the domain of the nature of social structures. The important interest is to decide if social constructs are objective, or result from perspectives and works of people (constructivism) (Gill and Johnson, 2010).


3.3 Research approaches
Two research methods are available and both were used to understand this research, these are the deductive and inductive methods (Bryman and Bell, 2003).
The deductive method is used to illustrate how the research is in relation to theory; this is done by the researcher who deduces assumptions on the basis of what he knows in a specific domain, and the theoretical interest in relation to that domain, then these assumptions go through empirical investigation. The assumptions consist of perceptions that need interpretation based on research structures. To build social structures, social scientists have to decide the way to gather data in relation to the perspectives that formulate the assumptions.
The other way of understanding is inductive, which states that the theory is the output of the research. This means the presence of observations regarding specific phenomena; from observations the researcher is able to make his conclusions.
The deduction method implements some of the induction components and the researcher should collect the necessary data to conduct the theoretical reaction; it is likely that he will need more data to generate the case in which the theory may or may not hold (Bryman and Bell, 2003).  
In order to introduce research that includes useful information, it must answer questions and meet objectives, and there must be an explanation about how these objectives were established or descriptive answers; the researcher may have more than one objective at the same time (Saunders, Lewis and Thornhill, 2007).
3.4 Research strategies: 
Qualitative and quantitative strategies are considered to be the main two types of strategy that can be used in business research. Researchers attempt to use these strategies to decide the relevant technique to use in the procedure of data collection and analysis. 
A quantitative strategy is one that uses numerical data, like those obtained from the questionnaire technique, or from graphs, while the qualitative strategy uses non-numerical data, like those from interviews, pictures and video clips. According to the objectives of this study, the researcher is going to use the quantitative strategy (Burns and Richard B, 2008).
3.5 Different research designs:
Research design illustrates the structure for data collection and analysis (Bryman and Bell, 2003); there are five types of research design considered to be useful in many types of research, as follows:
3.5.1 Cross-sectional design:
Cross-sectional design is often regarded as a social survey. It collects data on several cases, because the researcher may face variation in many variables, and he needs a greater number of participants in his sample (Burns and Richard B, 2008).
3.5.2 Comparative design:
Comparative design is applied to two or more cases in order to accomplish better understanding, because of the comparative nature of the research. This type of strategy can use the collection of qualitative or quantitative data (Bryman and Bell, 2003).  
3.5.3 Experimental design:
This type of strategy is commonly used when the research aims to evaluate social subjects. This strategy depends on both dependent and independent variables (Burns and Richard B, 2008).
However, to apply this strategy, there are facts that should be taken in consideration, such as:
1) The relevant theory should be used.
2) Explaining any sample related with the theory.
3) Explaining any modifications or changes in evaluating the plan and the variables.


3.5.4 Case study design:
This type of strategy is related to the place, location, country, organization, people or firm the research is concerned with. It is characterized by extensive investigations regarding the nature of the study’s question. However, the result of case studies is often more about understanding the research environment (Sekaran and Bougie, 2010). 
This strategy is the most relevant strategy to this type of research, because this type of research will answer the designed questions, and it will meet the research’s objectives. A case study will be applied to the banks; it will start by explaining the Islamic banks' philosophy and showing the difference between the Islamic and the commercial banking systems.
In addition, there will be a comparison between the Islamic and the commercial banks by evaluating the financial performance of the two systems over the period (2005–2009) using statistical and financial methods. Furthermore, this research will conduct a comparison between the two systems of banks during the recent global financial crisis and between the methods they used to encounter or to avoid the impact of the crisis. This comparison will be about reducing the risk that in relation with the financial crisis to determine and apply the most effective system during the period of the study.
3.5.5 Longitudinal design: 
Researchers apply this type of research design to monitor any possible change in the research’s subject over time; it is used to lengthen the survey research period (Sekaran and Bougie, 2010).         
3.6 Research's quality:
The quality of the research comprises four basic features:
1) Validity.
2) Reliability.
3) Generalization.
4) Transparency.
3.6.1 Research’s validity: 
According to Hair (2007), a research's validity depends on the following factors: 
1) Instrumentation. 
2) History.
3) Testing.
4) Ambiguity relating to the direction of the study.
5) Maturation. 
6) Morality. 
According to this type of research, the first four factors are not related to this study, and maturation has little impact on the research; accordingly, this study uses secondary data that comes from different resources.
3.6.2 Research's reliability:
The research reliability indicates an assurance of the results through testing the results that emerge from the analysis (Quinton and Smallbone, 2006). Therefore, there are four threats that might occur to the reliability, they are:
1) Bias from the participants.
2) Participants' error.
3) Observer error.
4) Observer bias.
In this research only observer error and observer bias are relevant to the study because there are no interviews in this research.
3.6.3 Generalization:  
In quantitative research, the researcher understands that his results may only be usable for that particular research environment and scope. They could be used as a basis and could even be applied in different research. Accordingly, the researcher works to generate a sample that will represent a greater population in order to generalize the results (Quinton and Smallbone, 2006). 

3.6.4 Transparency: 
The results of the data analysis and the conclusion of this research will illustrate to the reader how the work has been conducted, as well as the relation between data analysis and the conclusion (Hair, 2007).
3.7 Ethical considerations: 
Research ethics refers to the methods the researcher will use to formulate, clarify and design the research subject and how the researcher can get access, collect, process and analyse the data and write the research outcomes taking into account more ethical considerations (Saunders, Lewis and Thornhill, 2007).  
This research is conducted according to all the ethical rules and guidelines of Coventry University Faculty of Business, Environment and Society..  The research only uses secondary data; this data can be accessed easily, is available any time and I will only use it for the purpose of this research. 
3.8 Plagiarism:   
The author understands intellectual properties and whenever the author uses work of other authors it will be fully referenced and will be rewritten in the author’s words without any change to the original content idea. The author will provide a chapter at the end of this research with all the references used in accomplishing this research using the Harvard Reference Style. 
3.9 Data collection methods:
The researcher is going to use secondary data in order to answer the research questions and cover the objectives of the research. The secondary data may include articles, books, annual reports, newspapers, published journal and raw data (Saunders, Lewis and Thornhill, 2007).    
According to the objectives of the study, the research aims to analyse and evaluate the financial performance and the financial stability of the top ten commercial and the top ten Islamic banks. Consequently, the researcher will use the financial information of these banks, and this financial information was issued in the form of financial statements in the annual reports of the banks; accordingly the researcher will use the secondary data from the websites of these banks to obtain the financial statements. 
The other reasons for selecting only secondary data are that the researcher does not have access to any bank, the sample banks are in different countries in the world and there is limited time to conduct the research. 
3.9.1 Secondary data: 
It is possible to collect both qualitative and quantitative secondary data, which can be employed in an explanatory way in descriptive research. There are three subgroups of secondary data: documentary, survey-based and data obtained from many sources (Saunders, Lewis and Thornhill, 2007).
[image: ]
3.9.2 Secondary data resources for this research: 
The focus on secondary data collection for the Islamic and commercial banks was the annual reports of the banks, recent articles and journals through websites, university electronic database and books, which include:
The annual reports were issued by the banks, and the financial reports from websites such as the Financial Times, BBS and Congressional. 
The literature review  includes the most recent published journals that are related to ‘the Islamic and commercial banks’ from Science Direct, EBSCO, Journal of Banking and Finance, Journal of Islamic Economics and Finance, Journal of Finance, Journal of Islamic Economics, Banking and Finance, and Electronic Journal of Social Sciences. 
The literature review includes the most recent published journals and articles that are related to ‘the financial crisis’ from Science Direct, EBSCO, Journal of Risk Management in Financial Institutions, Journal of Financial & Quantitative Analysis, International Journal of Monetary Economics and Finance, and International Journal of Political Economy. 
3.10 The method applied in the analysis:
The researcher is going to evaluate the financial performance and the financial stability of the top ten commercial banks and the top ten Islamic banks by using the financial ratio analysis, horizontal analysis and Statistical Package for Social Sciences (SPSS).
There are several financial ratios that could be used to determine the financial performance and stability of the banks in order to introduce a clear view about the financial position of these banks. However, since this study is dealing with the analysis of twenty banks in eleven different countries, and as a result of the difference in the countries, also different laws and financial legislation, there appears significant differences in the nature of the financial statements issued; this led the researcher to restrict the selection of the financial ratios to those that are compatible with the financial statements of these twenty banks. Therefore, the researcher will select the financial ratios that they share with each other by using the main items in the balance sheets and income statements; in other words, the commercial and Islamic banks share the following in their financial statements:
1) Total assets.
2) Total liabilities.
3) Total equity.
4) Total revenue.
5) Net profits.
6) Earnings per share.
Accordingly, the researcher adopted these fundamental items in the financial statements in order to determine the best financial ratios to achieve the objectives of this study; therefore the researcher will use the following six financial ratios: 
1) Net profit margin (NPM).
2) Return on equity (ROE).
3) Return on assets (ROA).
4) Assets turnover ratio.
5) Gearing ratio.
6) Earnings per share.
3.10.1 Financial ratios analysis
The ratio is a simple expression of a number relative to another number; in order for the ratios to be considered as meaningful indexes, there should be a clear and specific relation between the two numbers used in calculating each ratio. More often there is a need calls to search and test the nature of the information, or the basic numbers used in calculating the ratio, in order to explain and understand the full meaning of this relation; the ratio by itself may not mean much unless it is compared with other ratios in a different year or with the industry standard ratios (Walsh, 2003).
Generally, it is possible to divide the financial ratios into four basic categories as follows.
3.10.1.1 Profitability ratios: 
A set of financial ratios that connect profits with sales to express the extent of sales' ability to generate profits and the ability of banks to use their equity and assets to generate profits. 

· Net profit margin (NPM):
This ratio is used to determine the extent to which the firm has the ability to encounter the difficult situations that may emerge either from declines in the product's market price or because of a rise in the product's manufacturing expenditures. In addition, this ratio can be used to measure whether there is a decline in the sales volume and to measure the net profit volume attained after the interests and taxes per dollar from the revenues. Finally, a higher ratio indicates that the firm is more profitable and has a better control over its costs (variable, operating and financial costs) compared with the other competing firms (Melville, 2008).

· Return on equity: (ROE):
Also called return on net worth, this is used to measure the volume of the achieved profit as a percentage of the common shareholder's equity. Thus it is the average of the net profit that the investors achieve from investing their money, as a return on their risk. This ratio indicates the management’s competence in operating the shareholders’ funds (Melville, 2008).


· Return on assets (ROA):
This ratio is considered an index to measure the extent of the firm's profitability relative to its total assets. In addition, it measures the management efficiency in using the assets to generate the profits (called return on investment) and it greatly depends on the type of industry and the volume of assets used in production. Accordingly, this ratio is used to compare between firms within the same sector to know the volume of profits resulting from investing in assets (Melville, 2008).



3.10.1.2 Efficiency or activity ratios:
These ratios are used to evaluate the extent to which the firm's management is successful in managing the assets in order to generate revenue, which is considered the basic source of profit. 
· Assets turnover ratio
This ratio is considered one of the most important ratios to measure efficiency. This ratio measures the extent of the ability of the banks to use their assets to generate revenue, and it shows the range of generating revenue from each dollar of assets (Mckenzie, 2010).


3.10.1.3 Capital structure ratios:
These ratios are called solvency ratios and are considered instruments to evaluate the extent of the firm’s ability to pay its long-term obligations; they also measure the extent of the success of the financing policy used in the firm and, in balancing between external and internal financing resources, the reflections of its policy on financial leverage risk. The most important ratios that can be used in this field are the following:		
· Gearing ratio 
The assets of the bank can be funded in two ways:
1) Liabilities (borrowing).
2) Equity (retained earnings + capital share).
When the banks require the financing of new assets, they make financing decisions based on the costs and risks; borrowing is considered less costly than equity but equity is considered less risky than financing through borrowing. Accordingly, the importance of studying the gearing ratio appears to determine the financial risks that the banks encounter (Mckenzie, 2010).
This ratio was measured based on the ratio of the total liabilities to the total assets.

3.10.1.4 Market ratios:
These ratios help the shares analysts in performing their tasks when evaluating the firms' performance; they also help the present and prospective investors dealing with and working in the financial markets to know the attitudes of the stock market prices. 
The most important ratios used in this field are the following:		
· Earnings per share (EPS)
According to the international accounting principle 33, the net profit or net loss for the period for the common stock holders is the net profit or loss after deducting the sum of the profits for the holders of the preferred shares, and all the recognized items of the revenues and expenditures during the period, including the taxes and expenditures, the unusual items and minority equity, mentioned in determining the net profit or loss for the period.
Accordingly, this ratio illustrates the banks' ability to generate net profits to the shareholders per share; furthermore, many of the investors depend on it in their investment decisions because it is an important index regarding the banks’ financial performance (Mckenzie, 2010).



3.10.2 Horizontal analysis:
Horizontal analysis is an essential method used to determine the fluctuations in the total assets, total equity, total liabilities, net profit and total revenue of the banks over a period of time, and to illustrate the strengths and weaknesses of the banks (Elliott, 2009).
3.10.3 SPSS – Statistical Package for the Social Sciences:
SPSS is a computer program for statistical analysis introduced in 1968 by Norman H. Nie; it is used to evaluate variables in relation to government research, bank research, marketing organizations and survey companies, to determine whether the variables are input or output.
SPSS can be used for the purpose of analysing data management and documentation and for other types of analysis, such as descriptive analysis, prediction numerical outcomes, predictions for identifying groups and vicariate statistics. 
In this paper, the researcher will calculate the mean and the standard deviation of the financial ratios during the period of study (2005–2009) to outline the results of the financial ratios. In addition, the researcher will calculate the average and the mean of the standard deviations of the study period in order to give a clear understanding regarding the financial position of the Islamic and commercial financial systems (Burns and Richard B, 2008).
3.11 Limitations of the research
1. The differences in the currencies between the banks and the countries.
2. The differences in the financial standards adopted in the issuance of financial statements.
3. The differences in the financial transactions of both systems, which leads to differences in their financial policies.
4. There are huge differences in the total assets, liabilities and equity for both systems, which has an impact on the comparative analysis of both systems.  


Chapter Four
The Analysis
4.1 The Introduction
In this chapter, the researcher is going to introduce the results of the determinants of the financial performance, financial stability and the effect of financial crisis on the top ten Islamic and the top ten commercial banks over the period 2005–2009. 
This part of the dissertation will present a detailed analysis of the financial performance, financial stability and the effect of the financial crisis on the top ten commercial banks by using different types of the financial ratios, such as net profit margin, return on equity, return on assets, assets turnover, earning per share and gearing, and it will also introduce a detailed analysis about the financial performance and stability of the top ten Islamic banks using the same financial ratios used to examine the commercial banks. Next, there will be a ratio comparison between the top ten Islamic and the top ten commercial banks in order to compare their financial position with each other. 
The researcher relies in this analysis on the main items of the Income statement and the balance sheet, whereby the changes in these items during the period of the study led to differentiation in determining the analysis period. Moreover, after the comparison the chapter will present an SPSS analysis on the financial ratios of both types of banks, in order to summarize the financial position in each year for both systems and the entire period of the study.





      
4.2 Financial Ratios Analysis
4.2.1 Commercial Banks

During the Period 2005–2006:    
The relative growth in the net profit and revenue led to stability in the NPM of commercial banks, where it was around 21.5% during this period.
The revenue increased from $458 billion to $611 billion and the net profit increased by $29 billion, which is equivalent to 29% growth. Consequently, according to the difference in the growth, there was slightly decrease in the NPM from 21.75% to 21.7%. 
During the period 2006–2007:
During this period, there was a decline in the NPM by 4.15% due to the instability in the growth between the revenue and the net profit. The revenue increased from $611 billion to $740 billion, and the net profit decreased from $129 billion to $117 billion; this fluctuation in the NPM can be seen as a result of inefficiency in controlling the financial and operating costs. Furthermore, the financial crisis strongly affected the market value of the financial assets and led to a reduction in the book value of the assets as well. 

During the Period 2007–2008:
During this period, the NPM decreased dramatically from 17.4% to -5% because of the decline in the total revenue of the commercial banks from $740 billion to $687 billion, which is equivalent to 7%, and the net profit decreased sharply from $117 billion profit to $56 billion net loss, which is equivalent to 148%. As a result, the NPM decreased sharply due to the effect of the financial crisis on the banks. For example, Citigroup Bank suffered a loss of $32 billion in 2008 and the Royal Bank of Scotland faced $50 billion losses during the same period.
During the Period 2008–2009:
After the impact of the financial crisis on the commercial banks during the period 2007–2008, these banks attempted to counter the financial crisis more effectively than the previous year; this shows in the ability of the commercial banks to increase NPM from -5% to 12.5%. Although the revenue decreased during this period from $687 billion to $564 billion, with a decrease ratio equal to 18%, the main reason for this increase in the NPM was the great growth in net profits during the same period, where the net profits increased from $-56 billion to $61 billion with a growth ratio of 208%.
For instance, Citigroup Bank reduced its losses from $32 billion to $1 billion, while the Royal Bank of Scotland reduced its losses from $50 billion to $3.7 billion; this indicates the high ability of the commercial banks to reduce their operational expenditures that resulted in an increase in the net profits even as the revenues decreased. Moreover, the governments’ assistance introduced a big opportunity for the banks to improve their financial situation; for instance: “Citigroup received $45 billion in Troubled Asset Relief Program (TARP) funding, including $20 billion through the Targeted Investment Program (TIP) and $25 billion through the Capital Purchase Program (CPP)” (Congressional, January 2009). Furthermore, “Royal Bank of Scotland (RBS), Lloyds TSB and HBOS will have a total of £37bn injected into them” (BBC, October 2008).     


During the Period 2005–2006:
ROE ratio increased from 15% to 17%; this increase was due to the growth in the net profit from $100 billion to $129 billion, which is around 29%. In contrast the equity increased from $684 billion to $825 billion during the same period, which is around 21%.
During the Period 2006–2007:
During this period, the ROE ratio decreased from 16.6% to 14%; this decrease occurred as a result of the growth in equity and decrease in the net profits during this period. The equity increased from $825 billion to $945 billion, which is equivalent to 14%. In contrast the net profits decreased from $129 billion to $117 billion during the same period, which is equivalent to 9%.
During the Period 2007–2008:
During this period, there was a sharp decrease in the ROE as a result of the impact of the global financial crisis on the financial sector generally, and on the banking sector in particular, which directly affected the revenues and the net profits of the commercial banks. This indicates the commercial banks’ low competence in using the available funds from the equity (shareholders funds and the retained earnings) to generate profits. Generally, the ROE ratio decreased during this period from 14% to -5.1%; this occurred as a result of the great losses that the commercial banks in the sample faced during the financial crisis, whereby the net profits decreased from $117 billion to a net loss of $56 billion, with a decreased ratio equal to 148% and a constant equity growth ratio of 1%.
During the Period 2008–2009:
After the impact of the financial crisis on the commercial banks during the previous period, the commercial banks attempted to counter the financial crisis more effectively than the previous year. This shows in the ability of the commercial banks to increase the ROE ratio from -5.1% to 6.1%; the reason for the increase in the ROE ratio was the result of the great increase in the net profits from -$56 billion to $61 billion, equal to 208%, and the equity increase from $959 billion to $1226 billion, equivalent to 28%.













During the Period 2005–2006:
During this period the ROA increased slightly from 0.77% to 0.82% due to the increase in the total assets and an expected increased in the net profit. The total assets increased from $12,999 billion to $16,100 billion, which is equivalent to 24% and the net profit grew from $100 billion to $129 billion, which is equivalent to a 29% growth in the net profit.
During the Period 2006–2007:
More interestingly, the net profit decreased from $129 billion to $117 billion, and the total assets increased from $16,100 billion to $22,394 billion; this instability led to a decline in the average of the ROA by 9% during this period.
During the Period 2007–2008:
The period of the financial crisis led to a sharp decrease in investment opportunities. Therefore, the ROA decreased strongly, whereas the total assets increased by 8% but this increase was not used properly to increase the net profit, where the average of the net profit fell from $117 billion to a $56 billion loss, equal to a 148% decline.
During the Period 2008–2009:
During this period, the average of the ROA increased dramatically due to the increase in assets of 6% and the commercial banks used these assets properly to generate a high percentage of profit, whereby the net profit increased by 208%. This improvement shows the ability of commercial banks to use their financial assets in order to generate profit.  

During the Period 2005–2006:
The assets turnover increased during this period from 3.6% to 3.9%. This occurred as a result of the growth that was accomplished by the top ten commercial banks in terms of revenues, with a ratio higher than the growth in the total assets. The revenues increased from $458 billion to $611 billion, with a growth equal to 33%. At the same time, the total assets increased from $12,999 billion to $16,100 billion during the same period, with growth equal to 24%.
During the Period 2006–2009:
Generally, the assets turnover declined from 3.9% to 2.57% during this period. This indicates that the efficiency of the commercial banks in using their financial assets to generate the revenues decreased; the reason for that were the total assets of the commercial banks increased from $16,100 billion to $22,539 billion during this period, equivalent to 40%, and the revenue increased by 9%.
In other words, the top ten commercial banks increased their financial assets during this period by $6,439 billion but did not take advantage of this increase in their financial assets in an effective way to generate revenues.

During the period 2005–2007:
The EPS increased from $2.34 to $4.86 during this period, due to the increase in the net profit from $100 billion to $117 billion; this increase indicates the ability of the banks to use their share capital in order to increase their shareholders’ wealth.
During the period 2007–2008:
The financial crisis strongly affected the banks’ investments, which led to a decline in the return on the investments and this decline strongly affected the shareholders’ returns, where the EPS decreased from $4.86 to -$0.89 due to the decline in the net profit.
During the period 2008–2009:
During this period, many banks received financial assistance from their governments. For example, the UK government injected £37 billion into three banks in the UK (BBC, October 2008), and the USA government introduced financial assistance to Citigroup by $45 billion through the Troubled Asset Relief Program (Congressional, January 2009). This funding contributed to an improvement in financial performance, where the net profit increased from -$56 billion to $61 billion, which led to increase the EPS during this period. 


During the period 2005–2006:
There was great stability in the average of gearing during this period, which was around 94.8%. The reason for this stability is the steady growth between the assets and the liabilities, whereby the average of the assets increased by 24% and the average of the liabilities increased by 24%.
During the period 2006–2008:
There was increasing in the average of gearing of 0.9%, due to the increase in the average of funding for the assets by loans. However, the total assets increased by $7,986 billion, of which $7,852 billion was funded by borrowing, and the rest was funded through equity ($134 billion). 
During the period 2008–2009:
After the effect of the global financial crisis on the commercial banks during 2008, these banks attempted to reduce their financial and liquidity risks through reducing their gearing ratio; this is clearly seen through the decrease in the total assets and liabilities with the increase in equity during this period. Commercial banks reduced their total assets by $1,547 billion, equal to 6%; the total liabilities were reduced by $1,814 billion, a decline equal to 8%; and there was an increase in equity of $267 billion, a growth equal to 28%.
4.2.2 Islamic Banks

During the period 2005–2007:
During this period, there was a massive increase in the NPM, where it rose from 34.18% to 49.78%. This occurred as a result of an increase in the net profit from $1,758 to $5,259 million, equivalent to 195%, and the revenue increased from $4,887 to $10,413 million, equivalent to 113%. 
During the period 2007–2008:
The financial crisis affected the NPM of the top ten Islamic banks, where the NPM decreased from 49.78% to 37%. This decline was due to the unbalanced growth in the net profit and the total revenue, whereby the total revenue increased from $10,413 million to $12,558 million, equal to 21% growth, and the net profit declined from $5,259 million to $4,666 million, equivalent to 11%. Therefore, the decline in the average of the net profit shows the effect of the financial crisis on the ability of Islamic banks to control their administrative and financing expenditures.
During the period 2008–2009:
The decline of the NPM continued during this period, where the total revenue increased by 11% and the net profit decreased from $4,666 million to $3,870 million, which is equal to 17%; this illustrates that the Islamic banking system did not have the efficiency to reduce the effect of the financial crisis.

During the period 2005–2007:
The ROE increased from 16.72% to 24.74% due to the massive growth in the net profit and the total equity, where the net profit increased from $1,758 million to $5,259 million and the total equity increased from $12,462 million to $23,621 million. This increase indicates the high ability of the Islamic banks to use their financial recourses from equity to generate profit, which led to an increase in their shareholders’ wealth.
During the period 2007–2009:
More interestingly, the financial crisis affected the shareholders’ returns, where the total equity increased by 19%. In contrast, the average of the net profit decreased by 26%, due to the financial leverage for the Islamic banks, in particular in 2008–2009 and, according to the financial leverage theory, any decrease in the revenue will lead to further decline in the net profit (Korteweg, 2010). This decrease in the net profits indicates a decline in the average of the investments of the Islamic banks during this period.  


During the period 2005–2007:
During this period, there was an increase in the average of the ROA, where the ROA increased from 2.37% to 3.33%, and this increase was due to the improvement in the average of the net profit, whereby the net profit increased from $1,785 million to $5,259 million with a growth rate of 195%, and the equity increased from $12,468 million to $23,621 million with a growth rate of 90%.
During the period 2007–2009:
It is obvious from the ROA ratio the impact of the global financial crisis on the Islamic banks during this period. It is also obvious through the great decrease of the ROA ratio from 3.33% to 1.7% during this period; this occurred as a result of the increase in the total assets, which was supposed to result in an increase in the net profits, but actually there was a decrease in the net profits.
The Islamic banks’ total assets increased during this period from $151,888 million to $205,655 million, with a growth ratio equal to 35%, while the net profits decreased from $5,259 million to $3,870 million during the same period, with a decreased ratio equal to 26%.
This indicates that the Islamic banks increased their total assets by 35% but these banks did not take advantage of these new assets to generate additional profits. 

During the period 2005–2006:
The assets turnover of Islamic banks increased from 6.26% to 6.58% during this period, due to the growth that occurred in the revenues by a higher ratio than the growth in the total assets during this period, whereby the total revenues of the Islamic banks sample increased from $4,887 million to $7,508 million, which is equal to 54%, and the Islamic banks’ total assets increased during this period from $83,421 million to $112,728 million with a growth ratio equal to 35%.
During the period 2006–2008:
The Islamic banks continued to improve their competence and used their assets to generate revenues; this is clear through the rise in the ratio of the assets turnover during this period, whereby this ratio increased from 6.58% to 7.33%.
During the period 2008–2009:
The assets turnover decreased slightly, due to the increase in the total assets being bigger than the increase in revenue.  In other words, the Islamic banks increased their assets, but this increase was not used effectively in order to generate revenue, which led to a decrease in the assets turnover ratio from 7.33% to 7.21%.


During the period 2005–2007:
During 2005–2007 there was growth in the earnings per share due to the massive increase in the net profit, whereby the net profit increased from $1,785 million to $5,259 million, growth of around 195%, which led to an increase in the EPS from $0.67 to $1.02; this indicates the high ability of the Islamic banks to generate profit for their shareholders in order to increase their wealth (ignoring the market share price).
During the period 2007–2009:
The EPS of Islamic banks decreased during this period due to the effect of the financial crisis; the net profit declined from $5,259 million to $3,870 million, with a decreased ratio equal to 26%. This decline in the net profit occurred as a result of inefficiency in controlling their financial and operating expenses.

During the period 2005–2008:
The rate of gearing for the Islamic banks was increased due to the fact that their new assets were funded strongly by liabilities. Where the total assets increased by $102,007 million, the total liabilities increased by $88,699 million and the equity increased by only $13,308 million; in general, 87% of the new assets were financed by liabilities and 13% were financed by equity, which led to an increase in the financial risk and the financial leverage.
During the period 2008–2009:
There was stability in the gearing during the financial crisis, because the Islamic banks tried to reduce their financial risk in order to face the financial crisis, whereby their assets increased by 11%, their liabilities by 11% and their equity by 9%.     


4.2.3 Comparison between Commercial and Islamic Banks

The results of the net profit margin of the two systems illustrate that there was stability for the two systems in generating net profits from the revenue during 2005–2006. The Islamic banks were more efficient and more stable than commercial banks due to the ability of Islamic banks to control their financial, administrative and operational expenditures, and also the effect of the financial crisis on commercial banks was stronger than Islamic banks; these results are supported by those found by Ali (2010). 
In 2009, government assistance introduced big opportunities to the commercial banks to improve their financial situation and counter the financial crisis (BBC, October 2008). The average net profit margin of the Islamic banks during the period of study was 26–49%, and the average net profit margin of the commercial banks was -5–21.7%. 




According to the above chart, the financial performance of the Islamic banks in using the share capital and returned earnings seems to be more beneficial to the shareholders than that of the commercial banks. Furthermore, the return on equity of the Islamic banks over the period of study was between 13.79% and 24.74%. On the other hand, the return on equity of commercial banks was between 16.61% and -5.13%.
During the period of the financial crisis there was a sharp decrease in the return on equity of commercial banks, which strongly affected the shareholders’ return; the effect on Islamic banks was less than on commercial banks.


	

The outcomes of the above chart show that the financial performance of the Islamic banks in using their assets to generate net profits seems to be stronger than that of commercial banks; the average ROA for the Islamic banks over the period of study is between 1.72% and 3.33%, and for commercial banks it is -0.19% to 0.82%. These results are supported by those found by Johnes, Izzeldin and Pappas (2009).  
The financial crisis led to a decline in the book value and the market value of the assets for both banking systems, with a greater rate of decline for the commercial banks than Islamic banks.
	

The average of the assets turnover of Islamic banks to generate revenue seems to be more effective than commercial banks, whereby the assets turnover of Islamic banks ranged from 6.3% to 7.33%. In contrast, the average of the assets turnover of commercial banks was between 2.57% and 3.9% during the period of study. Moreover, in the commercial banks, the financial investments in the financial derivatives led to a reduction of the average of the revenue due to the high rate of risk in this type of investments. On the other hand, the Islamic banking system focuses on investments with a low rate of risk. 









The above chart indicates that the ability of the commercial banks to increase the shareholders’ returns was higher than that of Islamic banks during 2005–2007 (ignoring the market share price). However, the effect of the financial crisis in 2008 was stronger on the commercial banks compared to the Islamic banks, due to the increase in the average of gearing and the financial leverage during this period, which led to instability in their profits. On the other hand, the top ten Islamic banks had more stability in their profits due to the low financial leverage and low financial risk for these banks. These results are supported by those found in The World Economic and Financial Survey (2009). 



The average of the gearing ratio for both systems indicates more stability for commercial banks than Islamic banks but the gearing level for commercial banks was higher than Islamic banks, and the average of debt for commercial banks was assessed from 94.4% to 95.7%. In contrast, it was 80% to 87.3% for Islamic banks.
The fluctuation in the financial situation in the world has affected the banks in different ways. The variation in revenue will directly affect the net profit; in general, if the revenue increases by 10%, this increase may reflect negatively or positively on the net profit due to the variation in the operating and financial expenses (operating and financial leverage) (Korteweg, 2010). 
Accordingly, the commercial banks had more financial leverage, which resulted in the strong effect of the high fluctuations in the financial situation for these banks. 

4.3 Horizontal Analysis
4.3.1 Commercial Banks

According to the above chart, there was an increase in the total revenue of 62% during 2005–2007; but this increase in the revenue did not greatly improve the net profit, which increased by 17% only. Moreover, during the period of the financial crisis there was a decline in the average of the revenue of 7% and this led to a decrease in the net profit of 148%. Furthermore, during 2008–2009 the average of the revenue fell by 18% and the net profit increased dramatically, where the net losses increased from -$56 billion to become $61 billion, equivalent to 208% growth in the net profit. This increase illustrates the ability of the commercial banks to improve their investments by controlling their operating and financial costs and recovering their financial situation after the effects of the financial crisis. On the other hand, the government financial assistances helped the commercial banks to improve their financial performance during this period.   



The above chart illustrates the fluctuations in the average of assets, liabilities and equity during the period of study, where the total assets increased by 72% during 2005–2008, there was an increase in the total liabilities by 74% during the same period and the total equity rose by 38%. 
Moreover, during 2008–2009 there was a decrease in the total assets of 6% and a decline in the total liabilities of 8%. In contrast the total equity rose by 28%; this fluctuation shows the ability of commercial banks to reduce the effect of the financial crisis by reducing their total liabilities and total assets and increasing their total equity in order to reduce the financial and liquidity risk.





4.3.2 Islamic Banks

According to the above chart, there was an increase in the average of the revenue by 113%, where the revenue increased from $4,887 million to $10,413 million during 2005–2007 and the net profit increased by 195% during the same period. This increase in the revenue introduced a good opportunity for the Islamic banks to increase their net profit. Moreover, during 2007–2009 there was an increase in the revenue of 34%, but the effect of the financial crisis led to reduce the net profit by 26%, this resulting from the increasing in their operating and financial expenses. 



There was an increase in the total assets of the Islamic banks of 82% during 2005–2007, the total liabilities increased by 81% during the same period, and the total equity grew by 81%. However, this increase in the total assets, liabilities and equity occurred as a result of financing 84% of the assets from the liabilities and 16% from the equity. Moreover, during 2007–2009 the total assets increased by 35%, the total liability rose by 38% and the total equity increased by 19%. These increases indicate that Islamic banks financed their assets more from their liabilities than their equity, where 91% of the total assets were financed by the liabilities and 9% from the equity.






4.4 SPSS Analysis 
In this part of the analysis, the researcher will introduce an examination of the results of the financial ratios for each year of the study by using SPSS. Moreover, there will be an explanation about the situation of the financial performance and the stability of each system in order to determine the more efficient system.
During 2005:
The profitability ratios (NPM, ROE and ROA) illustrate that the Islamic banks are more efficient in using their assets and equity to generate profit compared to the commercial banks; on the other hand, the commercial banks achieved a higher earnings per share for their shareholders than Islamic banks (ignoring the market share price). Furthermore, the gearing ratio shows that the commercial banks had more financial risk than Islamic banks. 
During 2006: 
According to the results of the SPSS analysis, Islamic banks were still more efficient in using their assets and equity to generate profit (ROA, ROE), while the commercial banks were more efficient to achieve higher EPS for their shareholders (ignoring the market share price). However, the commercial banks still had more financial risk than Islamic banks.  
During 2007: 
The profitability ratios (ROE, ROA and NPM) indicate that the Islamic banks were more efficient in using their assets and equity to generate profit than the commercial banks, with a low rate of financial risk. On the other hand, the commercial banks achieved higher EPS for their shareholders than Islamic banks (ignoring the market share price).   
During 2008: 
The financial crisis strongly affected the commercial banks, where the results of the profitability ratios appear in negative and show the massive financial losses during this year. Furthermore, the financial crisis strongly affected the commercial banks’ shareholders’ returns compared to the Islamic banks. Finally, the results of the SPSS show that the commercial banks are more exposed to financial risk than Islamic banks.  
During 2009: 
According to the profitability ratios, the commercial banks improved their financial performance after the massive losses in 2008, but the Islamic banks still had a better financial performance than the commercial banks. Moreover, the commercial banks achieved higher earnings per share for their shareholders than Islamic banks (ignoring the market share price), and it also had more financial risk.   


4.4.1 The Summary of SPSS during the Period of Study 2005–2009


The results of the SPSS indicate that the financial performance of Islamic banks seems to be more efficient than the commercial banks. This can be seen by the results of the profitability ratios (ROA, ROE and NPM), whereby the Islamic banks were more efficient in using their financial assets and equity to generate net profits compared to the commercial banks (ROA, ROE), and the Islamic banks were more efficient in using their assets to generate revenue (assets turnover ratio).
However, the results of the shareholders’ returns show that the commercial banks were more efficient in increasing their shareholders’ wealth than the Islamic banks (ignoring the market share price). Furthermore, the commercial banks depend on funding their assets by liabilities at a higher rate than equity compared to the Islamic banks. Therefore, the commercial banks are more exposed to financial risks than Islamic banks, and this is considered the main reason for the strong effect of the financial crisis on the commercial banks compared to the Islamic banks. On the other hand, during economic prosperity the commercial banks have more opportunities to achieve higher profits and returns compared to the Islamic banks due to their financial leverage (Nielsen, 2010).

Chapter Five
5.1 The Conclusion
This study aims to evaluate the financial performance and stability of the top ten Islamic and the top ten commercial banks during the period 2005–2009. In addition, it attempts to determine the impact of the global financial crisis on the both systems in order to explore which is the most efficient system.
The study began with an explanation of the importance of the banking system, the services offered by Islamic and commercial banks and the difference between Islamic and commercial banks in order to meet the first objective.
In the literature review, the researcher discussed Islamic banking transactions, the principles of the Islamic banking system and some previous studies which have examined the financial performance, efficiency and stability of both systems in different regions.   
In the analysis chapter, the researcher employed six financial ratios and the horizontal analysis to determine the financial performance and stability of both systems in order to meet the second and third objectives, and to determine the impact of the current financial crisis on the two systems and determine which system was more efficient in facing the financial crisis in order to meet the fourth objective. Then the researcher used the statistical program known as SPSS to summarize the financial results of the financial ratios.
The results of the financial ratios and statistical program (SPSS) indicate that the financial performance of the top ten Islamic banks was better than the financial performance of the top ten commercial banks during the period of study.
The financial crisis affected both systems. However, the financial performance of the commercial banks declined strongly compared to the financial performance of the Islamic banks. However, in 2009, the effect of the financial crisis continued on the Islamic banks, while the commercial banking system improved its financial performance. However, the performance of Islamic banks remained better than the commercial banks. Accordingly, we reject both null hypotheses and accept both alternative hypotheses.
5.2 Recommendations   
1.	Create a market for short-term borrowing between Islamic banks, which would assist in managing their liquidity, just like a market where commercial banks borrow from each other (such as the London Interbank market, which deals with LIBOR interest from one day to five years).  
2.	Apply hedging policies in investment portfolios of Islamic banks based on the geographical distribution of the financial risk, and interest from the distribution of risks appears when a collapse of financial markets has not been affected by other financial markets in different countries.
3.	Develop asset, liability and liquidity management in both Islamic and commercial banks, which is contributing in reducing the impact of the financial crisis on both systems.
4.	Increase Islamic bank branches in non-Muslim countries, such as America and European countries, due to the existence of a large number of Muslim communities, in addition to the interest that appears from the hedging of risks in the fluctuations in the revenues of foreign currency deposits.
5.	Improve the financial services for their customers in both systems in order to increase customer loyalty to these banks, which is contribute in reducing the phenomenon of a sudden rush of withdrawals by the depositors.
6.	Improve the quality of the financial investments in both systems, particularly in the commercial banks, for instance, investments in the financial derivatives, such as CDS (credit default swap), which was one of the most important reasons for the current financial crisis.  
7.	Apply a mergers and acquisitions policy (M&A) between the banks in order to increase the strength of banks in the face of potential risks.
8.	Commercial banks should carefully study the Islamic banking system in order to take positive points from it, and Islamic banks should carefully study the commercial banking system to take positive points.  
9.	Establish an international Islamic bank and international financial market and support existing regional Islamic markets.
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Appendix
6.1 Financial Ratios
6.1.1 Islamic Banks
6.1.1.1 Kuwait Finance House
	1) Net Profit Ratio ( Net Margin )

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Sales ( Revenue )

	
	
	
	
	
	

	Kuwait Finance House 

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	444
	671
	1,186
	641
	252

	Sales ( Revenue )
	678
	1,140
	1,704
	2,053
	1,846

	Net Profit Margin
	65.5%
	58.8%
	69.6%
	31.2%
	13.6%

	
	
	
	
	
	

	2) Return on Shareholders, Funds ROE

	Net Profit ( profit for the financial year )

	Total shareholders’ equity

	Kuwait Finance House 

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	444
	671
	1,186
	641
	252

	Total shareholders’ equity
	3,404
	4,224
	6,824
	7,112
	7,011

	ROE
	13.0%
	15.9%
	17.4%
	9.0%
	3.6%

	
	
	
	
	
	

	3) Return on Total Assets Funds ROA

	Net Profit ( profit for the financial year )

	Total Assets

	Kuwait Finance House 

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	444
	671
	1,186
	641
	252

	Total Assets
	16,112
	21,953
	32,104
	38,594
	39,480

	ROA
	2.8%
	3.1%
	3.7%
	1.7%
	0.6%

	
	 
	 
	 
	 
	 

	4)  Assets Turnover 

	Revenue 

	Total Assets

	
	
	
	
	
	

	Kuwait Finance House 

	 
	2005
	2006
	2007
	2008
	2009

	Revenue 
	678
	1,140
	1,704
	2,053
	1,846

	Total Assets
	16,112
	21,953
	32,104
	38,594
	39,480

	Assets Turnover
	4.21%
	5.19%
	5.31%
	5.32%
	4.68%

	
	
	
	
	
	

	5)  Long term debt to EQUITY ratio

	
	
	
	
	
	

	Total Liabilities

	Liabilities + EQUITY

	

	
	
	
	
	

	Kuwait Finance House 

	 
	2005
	2006
	2007
	2008
	2009

	Total Liabilities
	12,708
	17,729
	25,280
	31,482
	32,469

	EQUITY
	3,404
	4,224
	6,824
	7,112
	7,011

	Liabilities + EQUITY
	16,112
	21,953
	32,104
	38,594
	39,480

	Gearing
	78.87%
	80.76%
	78.75%
	81.57%
	82.24%





6.1.1.2 Al Rajhi Bank
	1) Net Profit Ratio ( Net Margin )

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Sales ( Revenue )

	
	
	
	
	
	

	Al Rajhi Bank 

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	565
	1,947
	1,723
	1,740
	1,805

	Sales ( Revenue )
	1,587
	2,042
	2,293
	2,265
	2,462

	Net Profit Margin
	35.6%
	95.4%
	75.1%
	76.8%
	73.3%

	2) Return on Shareholders, Funds ROE

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total shareholders’ equity

	
	
	
	
	
	

	Al Rajhi Bank 

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	565
	1,947
	1,723
	1,740
	1,805

	Total shareholders’ equity
	3,592
	5,382
	6,308
	7,207
	7,665

	ROE
	15.7%
	36.2%
	27.3%
	24.1%
	23.5%

	
	
	
	
	
	

	3) Return on Total Assets Funds ROA

	
	

	
	
	
	

	Net Profit ( profit for the financial year )

	Total Assets

	
	
	
	
	
	

	Al Rajhi Bank 

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	565
	1,947
	1,723
	1,740
	1,805

	Total Assets
	25,347
	28,059
	33,370
	43,555
	45,534

	ROA
	2.2%
	6.9%
	5.2%
	4.0%
	4.0%

	
	 
	 
	 
	 
	 

	4)  Assets Turnover 

	Revenue 

	Total Assets

	
	
	
	
	
	

	Al Rajhi Bank 

	 
	2005
	2006
	2007
	2008
	2009

	Revenue 
	1,587
	2,042
	2,293
	2,265
	2,462

	Total Assets
	25,347
	28,059
	33,370
	43,555
	45,534

	Assets Turnover
	6.26%
	7.28%
	6.87%
	5.20%
	5.41%

	
	
	
	
	
	

	5)  Long term debt to EQUITY ratio

	
	
	
	
	
	

	Total Liabilities

	Liabilities + EQUITY

	
	
	
	
	
	

	Al Rajhi Bank 

	 
	2005
	2006
	2007
	2008
	2009

	Total Liabilities
	21,754
	22,677
	27,062
	36,349
	37,868

	EQUITY
	3,592
	5,382
	6,308
	7,207
	7,665

	Liabilities + EQUITY
	25,347
	28,059
	33,370
	43,555
	45,534

	Gearing
	85.83%
	80.82%
	81.10%
	83.45%
	83.17%






6.1.1.3 Dubai Islamic Bank 
	1) Net Profit Ratio ( Net Margin )

	
	
	
	

	Net Profit ( profit for the financial year )

	Sales ( Revenue )

	
	
	
	
	
	

	Dubai Islamic Bank 

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	290
	430
	684
	471
	330

	Sales ( Revenue )
	734
	1,246
	1,636
	1,510
	1,398

	Net Profit Margin
	39.4%
	34.5%
	41.8%
	31.2%
	23.6%

	
	
	
	
	
	

	2) Return on Shareholders, Funds ROE

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total shareholders’ equity

	
	
	
	
	
	

	Dubai Islamic Bank 

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	290
	430
	684
	471
	330

	Total shareholders’ equity
	1,045
	2,403
	2,904
	2,431
	2,445

	ROE
	27.7%
	17.9%
	23.6%
	19.4%
	13.5%

	
	
	
	
	
	

	3) Return on Total Assets Funds ROA

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total Assets

	
	
	
	
	
	

	Dubai Islamic Bank 

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	290
	430
	684
	471
	330

	Total Assets
	11,708
	17,545
	22,802
	23,162
	22,956

	ROA
	2.5%
	2.4%
	3.0%
	2.0%
	1.4%

	
	 
	 
	 
	 
	 

	4)  Assets Turnover 

	Revenue 

	Total Assets

	
	
	
	
	
	

	Dubai Islamic Bank 

	 
	2005
	2006
	2007
	2008
	2009

	Revenue 
	734
	1,246
	1,636
	1,510
	1,398

	Total Assets
	11,708
	17,545
	22,802
	23,162
	22,956

	Assets Turnover
	6.27%
	7.10%
	7.17%
	6.52%
	6.09%

	
	
	
	
	
	

	5)  Long term debt to EQUITY ratio

	
	
	
	
	
	

	Total Liabilities

	Liabilities + EQUITY

	
	
	
	
	
	

	Dubai Islamic Bank 

	 
	2005
	2006
	2007
	2008
	2009

	Total Liabilities
	10,663
	15,143
	19,898
	20,731
	20,511

	EQUITY
	1,045
	2,403
	2,904
	2,431
	2,445

	Liabilities + EQUITY
	11,708
	17,545
	22,802
	23,162
	22,956

	Gearing
	91.07%
	86.30%
	87.26%
	89.50%
	89.35%





6.1.1.4 Parsian Bank
	1) Net Profit Ratio ( Net Margin )

	
	
	
	

	Net Profit ( profit for the financial year )

	Sales ( Revenue )

	
	
	
	
	
	

	Parsian Bank 

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	127
	199
	205
	337
	342

	Sales ( Revenue )
	374
	1,015
	1,611
	2,363
	2,950

	Net Profit Margin
	34.0%
	19.6%
	12.7%
	14.3%
	11.6%

	
	
	
	
	
	

	2) Return on Shareholders, Funds ROE

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total shareholders’ equity

	
	
	
	
	
	

	Parsian Bank 

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	127
	199
	205
	337
	342

	Total shareholders’ equity
	263
	588
	794
	1,068
	1,327

	ROE
	48.3%
	33.8%
	25.8%
	31.5%
	25.8%

	
	
	
	
	
	

	3) Return on Total Assets Funds ROA

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total Assets

	
	
	
	
	
	

	Parsian Bank 

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	127
	199
	205
	337
	342

	Total Assets
	3,528
	8,322
	12,023
	16,579
	19,783

	ROA
	3.6%
	2.4%
	1.7%
	2.0%
	1.7%

	
	
	
	
	
	

	4)  Assets Turnover 

	Revenue 

	Total Assets

	
	
	
	
	
	

	Parsian Bank 

	 
	2005
	2006
	2007
	2008
	2009

	Revenue 
	374
	1,015
	1,611
	2,363
	2,950

	Total Assets
	3,528
	8,322
	12,023
	16,579
	19,783

	Assets Turnover
	10.60%
	12.20%
	13.40%
	14.25%
	14.91%

	
	
	
	
	
	

	5)  Long term debt to EQUITY ratio

	
	
	
	
	
	

	Total Liabilities

	Liabilities + EQUITY

	
	
	
	
	
	

	Parsian Bank 

	 
	2005
	2006
	2007
	2008
	2009

	Total Liabilities
	3,265
	7,734
	11,229
	15,510
	18,456

	EQUITY
	263
	588
	794
	1,068
	1,327

	Liabilities + EQUITY
	3,528
	8,322
	12,023
	16,578
	19,783

	Gearing
	92.55%
	92.93%
	93.40%
	93.56%
	93.29%






6.1.1.5 Abu Dhabi Islamic Bank
	1) Net Profit Ratio ( Net Margin )

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Sales ( Revenue )

	
	
	
	
	
	

	Abu Dhabi Islamic Bank 

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	94
	156
	209
	232
	21

	Sales ( Revenue )
	283
	417
	392
	599
	686

	Net Profit Margin
	33.2%
	37.3%
	53.5%
	38.7%
	3.1%

	
	
	
	
	
	

	2) Return on Shareholders, Funds ROE

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total shareholders’ equity

	
	
	
	
	
	

	Abu Dhabi Islamic Bank 

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	94
	156
	209
	232
	21

	Total shareholders’ equity
	549
	754
	1,476
	1,535
	1,945

	ROE
	17.1%
	20.7%
	14.2%
	15.1%
	1.1%

	
	
	
	
	
	

	3) Return on Total Assets Funds ROA

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total Assets

	
	
	
	
	
	

	Abu Dhabi Islamic Bank 

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	94
	156
	209
	232
	21

	Total Assets
	6,042
	9,882
	11,992
	13,950
	17,450

	ROA
	1.6%
	1.6%
	1.7%
	1.7%
	0.1%

	
	
	
	
	
	

	4)  Assets Turnover 

	Revenue 

	Total Assets

	
	
	
	
	
	

	Abu Dhabi Islamic Bank 

	 
	2005
	2006
	2007
	2008
	2009

	Revenue 
	283
	417
	392
	599
	686

	Total Assets
	6,042
	9,882
	11,992
	13,950
	17,450

	Assets Turnover
	4.68%
	4.22%
	3.27%
	4.29%
	3.93%

	
	
	
	
	
	

	5)  Long term debt to EQUITY ratio

	
	
	
	
	
	

	Total Liabilities

	Liabilities + EQUITY

	
	
	
	
	
	

	Abu Dhabi Islamic Bank 

	 
	2005
	2006
	2007
	2008
	2009

	Total Liabilities
	5,493
	9,128
	10,516
	12,414
	15,505

	EQUITY
	549
	754
	1,476
	1,535
	1,945

	Liabilities + EQUITY
	6,042
	9,882
	11,992
	13,950
	17,450

	Gearing
	90.92%
	92.37%
	87.69%
	88.99%
	88.85%






6.1.1.6 Al Baraka Banking Group
	1) Net Profit Ratio ( Net Margin )

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Sales ( Revenue )

	
	
	
	
	
	

	Al Baraka Banking Group

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	103
	124
	201
	201
	167

	Sales ( Revenue )
	345
	443
	568
	726
	813

	Net Profit Margin
	29.9%
	28.0%
	35.4%
	27.7%
	20.5%

	
	
	
	
	
	

	2) Return on Shareholders, Funds ROE

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total shareholders’ equity

	
	
	
	
	
	

	Al Baraka Banking Group

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	103
	124
	201
	201
	167

	Total shareholders’ equity
	767
	1,211
	1,570
	1,550
	1,737

	ROE
	13.4%
	10.2%
	12.8%
	13.0%
	9.6%

	
	
	
	
	
	

	3) Return on Total Assets Funds ROA

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total Assets

	
	
	
	
	
	

	Al Baraka Banking Group

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	103
	124
	201
	201
	167

	Total Assets
	6,307
	7,626
	10,104
	10,920
	13,166

	ROA
	1.6%
	1.6%
	2.0%
	1.8%
	1.3%

	
	
	
	
	
	

	4)  Assets Turnover 

	
Revenue 

	Total Assets

	
	
	
	
	
	

	Al Baraka Banking Group

	 
	2005
	2006
	2007
	2008
	2009

	Revenue 
	345
	443
	568
	726
	813

	Total Assets
	6,307
	7,626
	10,104
	10,920
	13,166

	Assets Turnover
	5.47%
	5.81%
	5.62%
	6.65%
	6.17%

	
	
	
	
	
	

	5)  Long term debt to EQUITY ratio

	
	
	
	
	
	

	
	
	
	
	
	

	Total Liabilities

	Liabilities + EQUITY

	
	
	
	
	
	

	Al Baraka Banking Group

	 
	2005
	2006
	2007
	2008
	2009

	Total Liabilities
	5,540
	6,415
	8,534
	9,370
	11,429

	EQUITY
	767
	1,211
	1,570
	1,550
	1,737

	Liabilities + EQUITY
	6,307
	7,626
	10,104
	10,920
	13,166

	Gearing
	87.84%
	84.12%
	84.46%
	85.81%
	86.81%





6.1.1.7 Bank Rkyat
	1) Net Profit Ratio ( Net Margin )

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Sales ( Revenue )

	
	
	
	
	
	

	Bank Rkyat 

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	78
	110
	143
	234
	225

	Sales ( Revenue )
	430
	556
	721
	913
	1,084

	Net Profit Margin
	18.1%
	19.7%
	19.9%
	25.7%
	20.7%

	
	
	
	
	
	

	2) Return on Shareholders, Funds ROE

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total shareholders’ equity

	
	
	
	
	
	

	Bank Rkyat 

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	78
	110
	143
	234
	225

	Total shareholders’ equity
	971
	1,035
	1,205
	1,332
	1,616

	ROE
	8.0%
	10.6%
	11.9%
	17.6%
	13.9%

	
	
	
	
	
	

	3) Return on Total Assets Funds ROA

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total Assets

	
	
	
	
	
	

	Bank Rkyat 

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	78
	110
	143
	234
	225

	Total Assets
	6,344
	7,797
	10,541
	12,012
	14,809

	ROA
	1.2%
	1.4%
	1.4%
	2.0%
	1.5%

	
	
	
	
	
	

	4)  Assets Turnover 

	Revenue 

	Total Assets

	
	
	
	
	
	

	Bank Rkyat 

	 
	2005
	2006
	2007
	2008
	2009

	Revenue 
	430
	556
	721
	913
	1,084

	Total Assets
	6,344
	7,797
	10,541
	12,012
	14,809

	Assets Turnover
	6.78%
	7.13%
	6.84%
	7.60%
	7.32%

	
	
	
	
	
	

	5)  Long term debt to EQUITY ratio

	
	
	
	
	
	

	
	
	
	
	
	

	Total Liabilities

	Liabilities + EQUITY

	
	
	
	
	
	

	Bank Rkyat 

	 
	2005
	2006
	2007
	2008
	2009

	Total Liabilities
	5,373
	6,762
	9,336
	10,680
	13,194

	EQUITY
	971
	1,035
	1,205
	1,332
	1,616

	Liabilities + EQUITY
	6,344
	7,797
	10,541
	12,012
	14,809

	Gearing
	84.69%
	86.72%
	88.57%
	88.91%
	89.09%






6.1.1.8 BIMB Holdings
	1) Net Profit Ratio ( Net Margin )

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Sales ( Revenue )

	
	
	
	
	
	

	BIMB Holdings

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	-121
	-349
	269
	125
	61

	Sales ( Revenue )
	202
	224
	562
	412
	394

	Net Profit Margin
	-59.7%
	-155.9%
	47.9%
	30.3%
	15.4%

	
	
	
	
	
	

	2) Return on Shareholders, Funds ROE

	Net Profit ( profit for the financial year )

	Total shareholders’ equity

	
	
	
	
	
	

	BIMB Holdings

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	-121
	-349
	269
	125
	61

	Total shareholders’ equity
	905
	701
	485
	558
	691

	ROE
	-13.3%
	-49.7%
	55.5%
	22.4%
	8.8%

	
	
	
	
	
	

	3) Return on Total Assets Funds ROA

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total Assets

	
	
	
	
	
	

	BIMB Holdings

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	-121
	-349
	269
	125
	61

	Total Assets
	4,894
	5,031
	6,808
	7,933
	9,317

	ROA
	-2.5%
	-6.9%
	4.0%
	1.6%
	0.7%

	
	
	
	
	
	

	4)  Assets Turnover 

	Revenue 

	Total Assets

	
	
	
	
	
	

	BIMB Holdings

	 
	2005
	2006
	2007
	2008
	2009

	Revenue 
	202
	224
	562
	412
	394

	Total Assets
	4,894
	5,031
	6,808
	7,933
	9,317

	Assets Turnover
	4.13%
	4.45%
	8.26%
	5.20%
	4.23%

	
	
	
	
	
	

	5)  Long term debt to EQUITY ratio

	
	
	
	
	
	

	Total Liabilities

	Liabilities + EQUITY

	
	
	
	
	
	

	BIMB Holdings

	 
	2005
	2006
	2007
	2008
	2009

	Total Liabilities
	3,988
	4,329
	6,323
	7,375
	8,626

	EQUITY
	905
	701
	485
	558
	691

	Liabilities + EQUITY
	4,894
	5,031
	6,808
	7,933
	9,317

	Gearing
	81.50%
	86.06%
	92.88%
	92.97%
	92.58%





6.1.1.9 Pasargad Bank
	1) Net Profit Ratio ( Net Margin )

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Sales ( Revenue )

	
	
	
	
	
	

	Pasargad Bank 

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	18
	88
	179
	235
	304

	Sales ( Revenue )
	29
	118
	491
	1,056
	1,733

	Net Profit Margin
	62.6%
	74.4%
	36.5%
	22.2%
	17.6%

	
	
	
	
	
	

	2) Return on Shareholders, Funds ROE

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total shareholders’ equity

	
	
	
	
	
	

	Pasargad Bank 

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	18
	88
	179
	235
	304

	Total shareholders’ equity
	389
	477
	781
	1,013
	1,301

	ROE
	4.6%
	18.4%
	22.9%
	23.2%
	23.4%

	
	
	
	
	
	

	3) Return on Total Assets Funds ROA

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total Assets

	
	
	
	
	
	

	Pasargad Bank 

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	18
	88
	179
	235
	304

	Total Assets
	514
	2,419
	6,266
	9,503
	12,371

	ROA
	3.5%
	3.6%
	2.9%
	2.5%
	2.5%

	
	
	
	
	
	

	4)  Assets Turnover 

	Revenue 

	Total Assets

	
	
	
	
	
	

	Pasargad Bank 

	 
	2005
	2006
	2007
	2008
	2009

	Revenue 
	29
	118
	491
	1,056
	1,733

	Total Assets
	514
	2,419
	6,266
	9,503
	12,371

	Assets Turnover
	5.61%
	4.88%
	7.83%
	11.11%
	14.01%

	
	
	
	
	
	

	5)  Long term debt to EQUITY ratio

	
	
	
	
	
	

	Total Liabilities

	Liabilities + EQUITY

	
	
	
	
	
	

	Pasargad Bank 

	 
	2005
	2006
	2007
	2008
	2009

	Total Liabilities
	125
	1,942
	5,486
	8,490
	11,070

	EQUITY
	389
	477
	781
	1,013
	1,301

	Liabilities + EQUITY
	514
	2,419
	6,266
	9,503
	12,371

	Gearing
	24.30%
	80.28%
	87.54%
	89.34%
	89.48%





6.1.1.10 Qatar Islamic Bank
	1) Net Profit Ratio ( Net Margin )

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Sales ( Revenue )

	
	
	
	
	
	

	Qatar Islamic Bank

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	188
	346
	459
	452
	363

	Sales ( Revenue )
	225
	307
	435
	660
	578

	Net Profit Margin
	83.3%
	112.8%
	105.4%
	68.5%
	62.9%

	
	
	
	
	
	

	2) Return on Shareholders, Funds ROE

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total shareholders’ equity

	
	
	
	
	
	

	Qatar Islamic Bank

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	188
	346
	459
	452
	363

	Total shareholders’ equity
	576
	1,167
	1,275
	1,964
	2,474

	ROE
	32.6%
	29.7%
	36.0%
	23.0%
	14.7%

	
	
	
	
	
	

	3) Return on Total Assets Funds ROA

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total Assets

	Qatar Islamic Bank

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	188
	346
	459
	452
	363

	Total Assets
	2,625
	4,093
	5,878
	9,221
	10,788

	ROA
	7.2%
	8.5%
	7.8%
	4.9%
	3.4%

	
	
	
	
	
	

	4)  Assets Turnover 

	Revenue 

	Total Assets

	
	
	
	
	
	

	Qatar Islamic Bank

	 
	2005
	2006
	2007
	2008
	2009

	Revenue 
	225
	307
	435
	660
	578

	Total Assets
	2,625
	4,093
	5,878
	9,221
	10,788

	Assets Turnover
	8.58%
	7.49%
	7.41%
	7.15%
	5.35%

	
	
	
	
	
	

	5)  Long term debt to EQUITY ratio

	
	
	
	
	
	

	
	
	
	
	
	

	Total Liabilities

	Liabilities + EQUITY

	
	
	
	
	
	

	Qatar Islamic Bank

	 
	2005
	2006
	2007
	2008
	2009

	Total Liabilities
	2,049
	2,926
	4,603
	7,257
	8,315

	EQUITY
	576
	1,167
	1,275
	1,964
	2,474

	Liabilities + EQUITY
	2,625
	4,093
	5,878
	9,221
	10,788

	Gearing
	78.06%
	71.48%
	78.30%
	78.71%
	77.07%




6.1.1.11 The summery of the financial ratios for Islamic banks during the period of study 2005-2009.
	Kuwait Finance House 

	

	 
	NPM
	ROE
	ROA
	AT
	EPs
	GEARING

	2005
	65.48%
	13.04%
	2.76%
	4.21%
	3.68
	78.87%

	2006
	58.84%
	15.88%
	3.06%
	5.19%
	4.59
	80.76%

	2007
	69.59%
	17.38%
	3.69%
	5.31%
	5.04
	78.75%

	2008
	31.19%
	9.01%
	1.66%
	5.32%
	2.78
	81.57%

	2009
	13.64%
	3.59%
	0.64%
	4.68%
	1.82
	82.24%

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Al Rajhi Bank 

	

	 
	NPM
	ROE
	ROA
	AT
	EPs
	GEARING

	2005
	35.59%
	15.72%
	2.23%
	6.26%
	0.84
	85.83%

	2006
	95.35%
	36.18%
	6.94%
	7.28%
	1.44
	80.82%

	2007
	75.15%
	27.32%
	5.16%
	6.87%
	1.28
	81.10%

	2008
	76.79%
	24.14%
	3.99%
	5.20%
	1.16
	83.45%

	2009
	73.30%
	23.54%
	3.96%
	5.41%
	1.20
	83.17%

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Dubai Islamic Bank 

	

	 
	NPM
	ROE
	ROA
	AT
	EPs
	GEARING

	2005
	39.44%
	27.70%
	2.47%
	6.27%
	0.19
	91.07%

	2006
	34.48%
	17.88%
	2.45%
	7.10%
	0.19
	86.30%

	2007
	41.82%
	23.56%
	3.00%
	7.17%
	0.23
	87.26%

	2008
	31.21%
	19.39%
	2.03%
	6.52%
	0.14
	89.50%

	2009
	23.62%
	13.50%
	1.44%
	6.09%
	0.09
	89.35%

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Parsian Bank 

	

	 
	NPM
	ROE
	ROA
	AT
	EPs
	GEARING

	2005
	33.96%
	48.29%
	3.60%
	10.60%
	0.06
	92.55%

	2006
	19.61%
	33.84%
	2.39%
	12.20%
	0.04
	92.93%

	2007
	12.73%
	25.82%
	1.71%
	13.40%
	0.04
	93.40%

	2008
	14.26%
	31.55%
	2.03%
	14.25%
	0.07
	93.56%

	2009
	11.60%
	25.78%
	1.73%
	14.91%
	0.05
	93.29%

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Abu Dhabi Islamic Bank 

	

	 
	NPM
	ROE
	ROA
	AT
	EPs
	GEARING

	2005
	33.19%
	17.10%
	1.55%
	4.68%
	0.66
	90.92%

	2006
	37.35%
	20.65%
	1.58%
	4.22%
	1.06
	92.37%

	2007
	53.48%
	14.19%
	1.75%
	3.27%
	0.11
	87.69%

	2008
	38.70%
	15.10%
	1.66%
	4.29%
	0.12
	88.99%

	2009
	3.10%
	1.09%
	0.12%
	3.93%
	0.01
	88.85%

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Al Baraka Banking Group

	

	 
	NPM
	ROE
	ROA
	AT
	EPs
	GEARING

	2005
	29.86%
	13.43%
	1.63%
	5.47%
	0.12
	87.84%

	2006
	27.99%
	10.24%
	1.63%
	5.81%
	0.15
	84.12%

	2007
	35.39%
	12.80%
	1.99%
	5.62%
	0.19
	84.46%

	2008
	27.69%
	12.97%
	1.84%
	6.65%
	0.12
	85.81%

	2009
	20.54%
	9.61%
	1.27%
	6.17%
	0.13
	86.81%

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Bank Rkyat 

	

	 
	NPM
	ROE
	ROA
	AT
	EPs
	GEARING

	2005
	18.14%
	8.03%
	1.23%
	6.78%
	0.06
	84.69%

	2006
	19.73%
	10.60%
	1.41%
	7.13%
	0.08
	86.72%

	2007
	19.86%
	11.88%
	1.36%
	6.84%
	0.10
	88.57%

	2008
	25.67%
	17.60%
	1.95%
	7.60%
	0.16
	88.91%

	2009
	20.75%
	13.92%
	1.52%
	7.32%
	0.17
	89.09%

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	BIMB Holdings

	

	 
	NPM
	ROE
	ROA
	AT
	EPs
	GEARING

	2005
	-59.74%
	-13.35%
	-2.47%
	4.13%
	-0.21
	81.50%

	2006
	-155.89%
	-49.72%
	-6.93%
	4.45%
	-0.62
	86.06%

	2007
	47.91%
	55.54%
	3.96%
	8.26%
	0.30
	92.88%

	2008
	30.26%
	22.38%
	1.57%
	5.20%
	0.08
	92.97%

	2009
	15.43%
	8.79%
	0.65%
	4.23%
	0.04
	92.58%

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Pasargad Bank 

	

	 
	NPM
	ROE
	ROA
	AT
	EPs
	GEARING

	2005
	62.57%
	4.64%
	3.51%
	5.61%
	0.01
	24.30%

	2006
	74.44%
	18.41%
	3.63%
	4.88%
	0.03
	80.28%

	2007
	36.46%
	22.91%
	2.85%
	7.83%
	0.03
	87.54%

	2008
	22.21%
	23.15%
	2.47%
	11.11%
	0.03
	89.34%

	2009
	17.56%
	23.38%
	2.46%
	14.01%
	0.04
	89.48%

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Qatar Islamic Bank

	

	 
	NPM
	ROE
	ROA
	AT
	EPs
	GEARING

	2005
	83.31%
	32.59%
	7.15%
	8.58%
	1.30
	78.06%

	2006
	112.85%
	29.66%
	8.46%
	7.49%
	2.49
	71.48%

	2007
	105.40%
	35.98%
	7.81%
	7.41%
	2.90
	78.30%

	2008
	68.46%
	23.00%
	4.90%
	7.15%
	2.33
	78.71%

	2009
	62.88%
	14.68%
	3.37%
	5.35%
	1.77
	77.07%




6.1.2 Commercial banks
6.1.2.1 BNP Paribas Bank
	1) Net Profit Ratio ( Net Margin )

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Sales ( Revenue )

	
	
	
	
	
	

	BNP Paribas Bank

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	6,932
	9,649
	11,520
	4,259
	8,359

	Sales ( Revenue )
	25,886
	36,893
	45,711
	38,592
	57,606

	Net Profit Margin
	26.8%
	26.2%
	25.2%
	11.0%
	14.5%

	
	
	
	
	
	

	2) Return on Shareholders, Funds ROE

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total shareholders’ equity

	
	
	
	
	
	

	BNP Paribas Bank

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	6,932
	9,649
	11,520
	4,259
	8,359

	Total shareholders’ equity
	48,230
	65,371
	79,235
	75,036
	99,616

	ROE
	14.4%
	14.8%
	14.5%
	5.7%
	8.4%

	
	
	
	
	
	

	3) Return on Total Assets Funds ROA

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total Assets

	BNP Paribas Bank

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	6,932
	9,649
	11,520
	4,259
	8,359

	Total Assets
	1,490,195
	1,901,685
	2,495,592
	2,925,904
	2,949,299

	ROA
	0.5%
	0.5%
	0.5%
	0.1%
	0.3%

	
	
	
	
	
	

	4)  Assets Turnover 

	Revenue 

	Total Assets

	
	
	
	
	
	

	BNP Paribas Bank

	 
	2005
	2006
	2007
	2008
	2009

	Revenue 
	25,886
	36,893
	45,711
	38,592
	57,606

	Total Assets
	1,490,195
	1,901,685
	2,495,592
	2,925,904
	2,949,299

	Assets Turnover
	1.74%
	1.94%
	1.83%
	1.32%
	1.95%

	
	
	
	
	
	

	5)  Long term debt to EQUITY ratio

	
	
	
	
	
	

	Total Liabilities

	Liabilities + EQUITY

	
	
	
	
	
	

	BNP Paribas Bank

	 
	2005
	2006
	2007
	2008
	2009

	Total Liabilities
	1,441,964
	1,836,314
	2,416,357
	2,850,869
	2,849,683

	EQUITY
	48,230
	65,371
	79,235
	75,036
	99,616

	Liabilities + EQUITY
	1,490,195
	1,901,685
	2,495,592
	2,925,904
	2,949,299

	Gearing
	96.76%
	96.56%
	96.82%
	97.44%
	96.62%





6.1.2.2 Royal Bank of Scotland
	1) Net Profit Ratio ( Net Margin )

	

	
	
	
	
	

	Net Profit ( profit for the financial year )

	Sales ( Revenue )

	
	
	
	
	
	

	Royal Bank of Scotland

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	9,564
	12,728
	15,403
	-50,013
	-3,700

	Sales ( Revenue )
	36,706
	48,366
	66,750
	71,703
	41,908

	Net Profit Margin
	26.1%
	26.3%
	23.1%
	-69.8%
	-8.8%

	
	

	
	
	
	

	2) Return on Shareholders, Funds ROE

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total shareholders’ equity

	
	
	
	
	
	

	Royal Bank of Scotland

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	9,564
	12,728
	15,403
	-50,013
	-3,700

	Total shareholders’ equity
	60,977
	78,809
	105,933
	85,251
	123,818

	ROE
	15.7%
	16.2%
	14.5%
	-58.7%
	-3.0%

	

	
	
	
	
	

	3) Return on Total Assets Funds ROA

	

	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total Assets

	

	
	
	
	
	

	Royal Bank of Scotland

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	9,564
	12,728
	15,403
	-50,013
	-3,700

	Total Assets
	1,336,764
	1,707,222
	3,676,688
	3,477,352
	2,702,163

	ROA
	0.7%
	0.7%
	0.4%
	-1.4%
	-0.1%

	
	
	
	
	
	

	4)  Assets Turnover 

	Revenue 

	Total Assets

	
	
	
	
	
	

	Royal Bank of Scotland

	 
	2005
	2006
	2007
	2008
	2009

	Revenue 
	36,706
	48,366
	66,750
	71,703
	41,908

	Total Assets
	1,336,764
	1,707,222
	3,676,688
	3,477,352
	2,702,163

	Assets Turnover
	2.75%
	2.83%
	1.82%
	2.06%
	1.55%

	
	
	
	
	
	

	5)  Long term debt to EQUITY ratio

	
	
	
	
	
	

	
	
	
	
	
	

	Total Liabilities

	Liabilities + EQUITY

	
	
	
	
	
	

	Royal Bank of Scotland

	 
	2005
	2006
	2007
	2008
	2009

	Total Liabilities
	1,275,787
	1,628,414
	3,570,755
	3,392,101
	2,578,345

	EQUITY
	60,977
	78,809
	105,933
	85,251
	123,818

	Liabilities + EQUITY
	1,336,764
	1,707,222
	3,676,688
	3,477,352
	2,702,163

	Gearing
	95.44%
	95.38%
	97.12%
	97.55%
	95.42%





6.1.2.3 Credit Agricole Group
	1) Net Profit Ratio ( Net Margin )

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Sales ( Revenue )

	

	
	
	
	
	

	Credit Agricole Group 

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	7,478
	9,861
	9,554
	4,146
	4,399

	Sales ( Revenue )
	55,234
	71,724
	75,879
	77,362
	63,846

	Net Profit Margin
	13.5%
	13.7%
	12.6%
	5.4%
	6.9%

	


	
	
	
	
	

	2) Return on Shareholders, Funds ROE

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total shareholders’ equity

	
	
	
	
	
	

	Credit Agricole Group 

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	7,478
	9,861
	9,554
	4,146
	4,399

	Total shareholders’ equity
	65,410
	82,524
	103,099
	97,269
	107,069

	ROE
	11.4%
	11.9%
	9.3%
	4.3%
	4.1%

	
	


	
	
	
	

	3) Return on Total Assets Funds ROA

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total Assets

	
	
	
	
	
	

	Credit Agricole Group 

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	7,478
	9,861
	9,554
	4,146
	4,399

	Total Assets
	1,386,278
	1,821,887
	2,269,383
	2,514,865
	2,427,671

	ROA
	0.5%
	0.5%
	0.4%
	0.2%
	0.2%

	

	
	
	
	
	

	4)  Assets Turnover 

	Revenue 

	Total Assets

	
	
	
	
	
	

	Credit Agricole Group 

	 
	2005
	2006
	2007
	2008
	2009

	Revenue 
	55,234
	71,724
	75,879
	77,362
	63,846

	Total Assets
	1,386,278
	1,821,887
	2,269,383
	2,514,865
	2,427,671

	Assets Turnover
	3.98%
	3.94%
	3.34%
	3.08%
	2.63%

	
	
	
	
	
	

	5)  Long term debt to EQUITY ratio

	
	
	
	
	
	

	
	
	
	
	
	

	Total Liabilities

	Liabilities + EQUITY

	
	
	
	
	
	

	Credit Agricole Group 

	 
	2005
	2006
	2007
	2008
	2009

	Total Liabilities
	1,320,868
	1,739,363
	2,166,284
	2,417,596
	2,320,602

	EQUITY
	65,410
	82,524
	103,099
	97,269
	107,069

	Liabilities + EQUITY
	1,386,278
	1,821,887
	2,269,383
	2,514,865
	2,427,671

	Gearing
	95.28%
	95.47%
	95.46%
	96.13%
	95.59%





6.1.2.4 HSBC Bank
	1) Net Profit Ratio ( Net Margin )

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Sales ( Revenue )

	
	
	
	
	
	

	HSBC Bank

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	15,873
	16,871
	20,455
	6,498
	6,694

	Sales ( Revenue )
	60,094
	75,879
	92,359
	91,301
	62,096

	Net Profit Margin
	26.4%
	22.2%
	22.1%
	7.1%
	10.8%

	
	

	
	
	
	

	2) Return on Shareholders, Funds ROE

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total shareholders’ equity

	
	
	
	
	
	

	HSBC Bank

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	15,873
	16,871
	20,455
	6,498
	6,694

	Total shareholders’ equity
	92,432
	108,352
	128,160
	93,591
	128,299

	ROE
	17.2%
	15.6%
	16.0%
	6.9%
	5.2%

	
	

	
	
	
	

	3) Return on Total Assets Funds ROA

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total Assets

	
	
	

	
	
	

	HSBC Bank

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	15,873
	16,871
	20,455
	6,498
	6,694

	Total Assets
	1,501,970
	1,860,758
	2,354,266
	2,527,465
	2,364,452

	ROA
	1.1%
	0.9%
	0.9%
	0.3%
	0.3%

	
	


	
	
	
	

	4)  Assets Turnover 

	
Revenue 

	Total Assets

	
	
	
	
	
	

	HSBC Bank

	 
	2005
	2006
	2007
	2008
	2009

	Revenue 
	60,094
	75,879
	92,359
	91,301
	62,096

	Total Assets
	1,501,970
	1,860,758
	2,354,266
	2,527,465
	2,364,452

	Assets Turnover
	4.00%
	4.08%
	3.92%
	3.61%
	2.63%

	
	
	
	
	
	

	5)  Long term debt to EQUITY ratio

	
	
	
	
	
	

	Total Liabilities

	Liabilities + EQUITY

	
	
	
	
	
	

	HSBC Bank

	 
	2005
	2006
	2007
	2008
	2009

	Total Liabilities
	1,409,538
	1,752,406
	2,226,106
	2,433,874
	2,236,153

	EQUITY
	92,432
	108,352
	128,160
	93,591
	128,299

	Liabilities + EQUITY
	1,501,970
	1,860,758
	2,354,266
	2,527,465
	2,364,452

	Gearing
	93.85%
	94.18%
	94.56%
	96.30%
	94.57%





6.1.2.5 Barclays Bank
	1) Net Profit Ratio ( Net Margin )

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Sales ( Revenue )

	
	
	
	
	
	

	Barclays Bank

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	6,610
	10,297
	10,176
	7,655
	16,387

	Sales ( Revenue )
	29,653
	42,718
	50,524
	40,556
	33,825

	Net Profit Margin
	22.3%
	24.1%
	20.1%
	18.9%
	48.4%

	
	
	

	
	
	

	2) Return on Shareholders, Funds ROE

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total shareholders’ equity

	
	
	
	
	
	

	Barclays Bank

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	6,610
	10,297
	10,176
	7,655
	16,387

	Total shareholders’ equity
	42,039
	53,660
	63,556
	63,091
	93,144

	ROE
	15.7%
	19.2%
	16.0%
	12.1%
	17.6%

	
	
	

	
	
	

	3) Return on Total Assets Funds ROA

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total Assets

	
	
	
	
	
	

	Barclays Bank

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	6,610
	10,297
	10,176
	7,655
	16,387

	Total Assets
	1,590,634
	1,952,805
	2,451,852
	2,972,581
	2,196,358

	ROA
	0.4%
	0.5%
	0.4%
	0.3%
	0.7%

	
	
 
	 
	 
	 
	 

	
	 
	 
	 
	 
	 

	4)  Assets Turnover 

	Revenue 

	Total Assets

	
	
	
	
	
	

	Barclays Bank

	 
	2005
	2006
	2007
	2008
	2009

	Revenue 
	29,653
	42,718
	50,524
	40,556
	33,825

	Total Assets
	1,590,634
	1,952,805
	2,451,852
	2,972,581
	2,196,358

	Assets Turnover
	1.86%
	2.19%
	2.06%
	1.36%
	1.54%

	
	

	
	
	
	

	5)  Long term debt to EQUITY ratio

	
	
	
	
	
	

	Total Liabilities

	Liabilities + EQUITY

	
	
	
	
	
	

	Barclays Bank

	 
	2005
	2006
	2007
	2008
	2009

	Total Liabilities
	1,548,594
	1,899,146
	2,388,295
	2,909,490
	2,103,214

	EQUITY
	42,039
	53,660
	63,556
	63,091
	93,144

	Liabilities + EQUITY
	1,590,634
	1,952,805
	2,451,852
	2,972,581
	2,196,358

	Gearing
	97.36%
	97.25%
	97.41%
	97.88%
	95.76%





6.1.2.6 Bank of America Corp
	1) Net Profit Ratio ( Net Margin )

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Sales ( Revenue )

	
	
	
	
	
	

	Bank of America Corp

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	16,465
	21,133
	14,982
	4,008
	6,276

	Sales ( Revenue )
	58,626
	78,585
	87,304
	85,684
	77,916

	Net Profit Margin
	28.1%
	26.9%
	17.2%
	4.7%
	8.1%

	
	
	

	
	
	

	2) Return on Shareholders, Funds ROE

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total shareholders’ equity

	
	
	
	
	
	

	Bank of America Corp

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	16,465
	21,133
	14,982
	4,008
	6,276

	Total shareholders’ equity
	101,533
	135,272
	146,803
	177,052
	231,444

	ROE
	16.2%
	15.6%
	10.2%
	2.3%
	2.7%

	
	
	

	
	
	

	3) Return on Total Assets Funds ROA

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total Assets

	
	
	
	
	
	

	Bank of America Corp

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	16,465
	21,133
	14,982
	4,008
	6,276

	Total Assets
	1,291,803
	1,459,737
	1,715,746
	1,817,943
	2,223,299

	ROA
	1.3%
	1.4%
	0.9%
	0.2%
	0.3%

	
	
	


	
	
	

	4)  Assets Turnover 

	Revenue 

	Total Assets

	
	
	
	
	
	

	Bank of America Corp

	 
	2005
	2006
	2007
	2008
	2009

	Revenue 
	58,626
	78,585
	87,304
	85,684
	77,916

	Total Assets
	1,291,803
	1,459,737
	1,715,746
	1,817,943
	2,223,299

	Assets Turnover
	4.54%
	5.38%
	5.09%
	4.71%
	3.50%

	
	

	
	
	
	

	5)  Long term debt to EQUITY ratio

	
	
	
	
	
	

	Total Liabilities

	Liabilities + EQUITY

	
	
	
	
	
	

	Bank of America Corp

	 
	2005
	2006
	2007
	2008
	2009

	Total Liabilities
	1,190,270
	1,324,465
	1,568,943
	1,640,891
	1,991,855

	EQUITY
	101,533
	135,272
	146,803
	177,052
	231,444

	Liabilities + EQUITY
	1,291,803
	1,459,737
	1,715,746
	1,817,943
	2,223,299

	Gearing
	92.14%
	90.73%
	91.44%
	90.26%
	89.59%






6.1.2.7 Deutsche Bank
	1) Net Profit Ratio ( Net Margin )

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Sales ( Revenue )

	
	
	
	
	
	

	Deutsche Bank

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	4,180
	8,026
	9,588
	-5,492
	7,106

	Sales ( Revenue )
	49,403
	76,940
	95,253
	76,898
	38,632

	Net Profit Margin
	8.5%
	10.4%
	10.1%
	-7.1%
	18.4%

	
	

	
	
	
	

	2) Return on Shareholders, Funds ROE

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total shareholders’ equity

	
	
	
	
	
	

	Deutsche Bank

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	4,180
	8,026
	9,588
	-5,492
	7,106

	Total shareholders’ equity
	35,459
	43,316
	56,653
	44,989
	54,421

	ROE
	11.8%
	18.5%
	16.9%
	-12.2%
	13.1%

	
	

	
	
	
	

	3) Return on Total Assets Funds ROA

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total Assets

	
	
	
	
	
	

	Deutsche Bank

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	4,180
	8,026
	9,588
	-5,492
	7,106

	Total Assets
	1,175,215
	1,486,961
	2,975,570
	3,104,756
	2,150,902

	ROA
	0.4%
	0.5%
	0.3%
	-0.2%
	0.3%

	



	
	
	
	
	

	4)  Assets Turnover 

	Revenue 

	Total Assets

	
	
	
	
	
	

	Deutsche Bank

	 
	2005
	2006
	2007
	2008
	2009

	Revenue 
	49,403
	76,940
	95,253
	76,898
	38,632

	Total Assets
	1,175,215
	1,486,961
	2,975,570
	3,104,756
	2,150,902

	Assets Turnover
	4.20%
	5.17%
	3.20%
	2.48%
	1.80%

	
	

	
	
	
	

	5)  Long term debt to EQUITY ratio

	
	
	
	
	
	

	Total Liabilities

	Liabilities + EQUITY

	
	
	
	
	
	

	Deutsche Bank

	 
	2005
	2006
	2007
	2008
	2009

	Total Liabilities
	1,139,756
	1,443,645
	2,918,917
	3,059,767
	2,096,481

	EQUITY
	35,459
	43,316
	56,653
	44,989
	54,421

	Liabilities + EQUITY
	1,175,215
	1,486,961
	2,975,570
	3,104,756
	2,150,902

	Gearing
	96.98%
	97.09%
	98.10%
	98.55%
	97.47%





6.1.2.8 JP Morgan Chase & Co
	1) Net Profit Ratio ( Net Margin )

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Sales ( Revenue )

	
	
	
	
	
	

	JP Morgan Chase & Co

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	8,254
	13,649
	15,365
	3,699
	11,652

	Sales ( Revenue )
	45,075
	59,107
	71,387
	73,018
	66,350

	Net Profit Margin
	18.3%
	23.1%
	21.5%
	5.1%
	17.6%

	
	

	
	
	
	

	2) Return on Shareholders, Funds ROE

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total shareholders’ equity

	
	
	
	
	
	

	JP Morgan Chase & Co

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	8,254
	13,649
	15,365
	3,699
	11,652

	Total shareholders’ equity
	107,211
	115,790
	123,221
	166,884
	165,365

	ROE
	7.7%
	11.8%
	12.5%
	2.2%
	7.0%

	
	

	
	
	
	

	3) Return on Total Assets Funds ROA

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total Assets

	
	
	
	
	
	

	JP Morgan Chase & Co

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	8,254
	13,649
	15,365
	3,699
	11,652

	Total Assets
	1,198,942
	1,351,520
	1,562,147
	2,175,052
	2,031,989

	ROA
	0.7%
	1.0%
	1.0%
	0.2%
	0.6%

	
	


	
	
	
	

	4)  Assets Turnover 

	Revenue 

	Total Assets

	
	
	
	
	
	

	JP Morgan Chase & Co

	 
	2005
	2006
	2007
	2008
	2009

	Revenue 
	45,075
	59,107
	71,387
	73,018
	66,350

	Total Assets
	1,198,942
	1,351,520
	1,562,147
	2,175,052
	2,031,989

	Assets Turnover
	3.76%
	4.37%
	4.57%
	3.36%
	3.27%

	
	
	
	
	
	

	5)  Long term debt to EQUITY ratio

	
	
	
	
	
	

	Total Liabilities

	Liabilities + EQUITY

	
	
	
	
	
	

	JP Morgan Chase & Co

	 
	2005
	2006
	2007
	2008
	2009

	Total Liabilities
	1,091,731
	1,235,730
	1,438,926
	2,008,168
	1,866,624

	EQUITY
	107,211
	115,790
	123,221
	166,884
	165,365

	Liabilities + EQUITY
	1,198,942
	1,351,520
	1,562,147
	2,175,052
	2,031,989

	Gearing
	91.06%
	91.43%
	92.11%
	92.33%
	91.86%





6.1.2.9 Citigroup
	1) Net Profit Ratio ( Net Margin )

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Sales ( Revenue )

	
	
	
	
	
	

	Citigroup 

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	20,355
	20,740
	3,192
	-32,029
	-1,066

	Sales ( Revenue )
	75,922
	93,611
	121,347
	106,499
	76,635

	Net Profit Margin
	26.8%
	22.2%
	2.6%
	-30.1%
	-1.4%

	
	

	
	
	
	

	2) Return on Shareholders, Funds ROE

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total shareholders’ equity

	
	
	
	
	
	

	Citigroup 

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	20,355
	20,740
	3,192
	-32,029
	-1,066

	Total shareholders’ equity
	112,537
	119,783
	113,447
	141,630
	152,700

	ROE
	18.1%
	17.3%
	2.8%
	-22.6%
	-0.7%

	
	

	
	
	
	

	3) Return on Total Assets Funds ROA

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total Assets

	
	
	
	
	
	

	Citigroup 

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	20,355
	20,740
	3,192
	-32,029
	-1,066

	Total Assets
	1,494,037
	1,884,318
	2,187,480
	1,938,470
	1,856,646

	ROA
	1.4%
	1.1%
	0.1%
	-1.7%
	-0.1%

	
	


	
	
	
	

	4)  Assets Turnover 

	Revenue 

	Total Assets

	
	
	
	
	
	

	Citigroup 

	 
	2005
	2006
	2007
	2008
	2009

	Revenue 
	75,922
	93,611
	121,347
	106,499
	76,635

	Total Assets
	1,494,037
	1,884,318
	2,187,480
	1,938,470
	1,856,646

	Assets Turnover
	5.08%
	4.97%
	5.55%
	5.49%
	4.13%

	
	
	
	
	
	

	5)  Long term debt to EQUITY ratio

	
	
	
	
	
	

	
	
	
	
	
	

	Total Liabilities

	Liabilities + EQUITY

	
	
	
	
	
	

	Citigroup 

	 
	2005
	2006
	2007
	2008
	2009

	Total Liabilities
	1,381,500
	1,764,535
	2,074,033
	1,796,840
	1,703,946

	EQUITY
	112,537
	119,783
	113,447
	141,630
	152,700

	Liabilities + EQUITY
	1,494,037
	1,884,318
	2,187,480
	1,938,470
	1,856,646

	Gearing
	92.47%
	93.64%
	94.81%
	92.69%
	91.78%





6.1.2.10 Lloyds TSB Banking Group
	1) Net Profit Ratio ( Net Margin )

	
	
	
	

	Net Profit ( profit for the financial year )

	Sales ( Revenue )

	
	
	
	
	
	

	Lloyds TSB

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	4,397
	5,695
	6,633
	1,223
	4,704

	Sales ( Revenue )
	21,663
	27,639
	33,702
	25,438
	44,977

	Net Profit Margin
	20.3%
	20.6%
	19.7%
	4.8%
	10.5%

	

	
	
	
	
	

	2) Return on Shareholders, Funds ROE

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total shareholders’ equity

	
	
	
	
	
	

	Lloyds TSB

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	4,397
	5,695
	6,633
	1,223
	4,704

	Total shareholders’ equity
	18,292
	22,543
	24,816
	14,043
	70,254

	ROE
	24.0%
	25.3%
	26.7%
	8.7%
	6.7%

	

	
	
	
	
	

	3) Return on Total Assets Funds ROA

	
	
	
	
	
	

	Net Profit ( profit for the financial year )

	Total Assets

	
	
	
	
	
	

	Lloyds TSB

	 
	2005
	2006
	2007
	2008
	2009

	Net Profit ( profit for the financial year )
	4,397
	5,695
	6,633
	1,223
	4,704

	Total Assets
	533,025
	673,143
	705,738
	631,332
	1,636,212

	ROA
	0.8%
	0.8%
	0.9%
	0.2%
	0.3%

	



	
	
	
	
	

	4)  Assets Turnover 

	Revenue 

	Total Assets

	
	
	
	
	
	

	Lloyds TSB

	 
	2005
	2006
	2007
	2008
	2009

	Revenue 
	21,663
	27,639
	33,702
	25,438
	44,977

	Total Assets
	533,025
	673,143
	705,738
	631,332
	1,636,212

	Assets Turnover
	4.06%
	4.11%
	4.78%
	4.03%
	2.75%

	

	
	
	
	
	

	5)  Long term debt to EQUITY ratio

	
	
	
	
	
	

	Total Liabilities

	Liabilities + EQUITY

	
	
	
	
	
	

	Lloyds TSB

	 
	2005
	2006
	2007
	2008
	2009

	Total Liabilities
	514,733
	650,599
	680,922
	617,289
	1,565,958

	EQUITY
	18,292
	22,543
	24,816
	14,043
	70,254

	Liabilities + EQUITY
	533,025
	673,143
	705,738
	631,332
	1,636,212

	Gearing
	96.57%
	96.65%
	96.48%
	97.78%
	95.71%





6.1.2.11 The summery of the financial ratios for commercial banks during the period of study 2005-2009.

	BNP Paribas Bank 

	

	 
	NPM
	ROE
	ROA
	AT
	EPs
	GEARING

	2005
	26.78%
	14.37%
	0.47%
	1.74%
	8.02
	96.76%

	2006
	26.15%
	14.76%
	0.51%
	1.94%
	10.31
	96.56%

	2007
	25.20%
	14.54%
	0.46%
	1.83%
	12.15
	96.82%

	2008
	11.04%
	5.68%
	0.15%
	1.32%
	4.22
	97.44%

	2009
	14.51%
	8.39%
	0.28%
	1.95%
	7.45
	96.62%

	
	

	
	
	
	
	

	
	
	
	
	
	
	

	Royal Bank of Scotland

	

	 
	NPM
	ROE
	ROA
	AT
	EPs
	GEARING

	2005
	26.06%
	15.69%
	0.72%
	2.75%
	0.97
	95.44%

	2006
	26.32%
	16.15%
	0.75%
	2.83%
	1.26
	95.38%

	2007
	23.08%
	14.54%
	0.42%
	1.82%
	1.51
	97.12%

	2008
	-69.75%
	-58.67%
	-1.44%
	2.06%
	-0.21
	97.55%

	2009
	-8.83%
	-2.99%
	-0.14%
	1.55%
	-0.10
	95.42%

	
	

	
	
	
	
	

	
	
	
	
	
	
	

	Credit Agricole Group 

	

	 
	NPM
	ROE
	ROA
	AT
	EPs
	GEARING

	2005
	13.54%
	11.43%
	0.54%
	3.98%
	2.88
	95.28%

	2006
	13.75%
	11.95%
	0.54%
	3.94%
	3.96
	95.47%

	2007
	12.59%
	9.27%
	0.42%
	3.34%
	3.40
	95.46%

	2008
	5.36%
	4.26%
	0.16%
	3.08%
	0.72
	96.13%

	2009
	6.89%
	4.11%
	0.18%
	2.63%
	0.72
	95.59%

	
	
	
	
	
	
	

	
	





	
	
	
	
	

	HSBC Bank

	

	 
	NPM
	ROE
	ROA
	AT
	EPs
	GEARING

	2005
	26.41%
	17.17%
	1.06%
	4.00%
	1.21
	93.85%

	2006
	22.23%
	15.57%
	0.91%
	4.08%
	1.24
	94.18%

	2007
	22.15%
	15.96%
	0.87%
	3.92%
	1.46
	94.56%

	2008
	7.12%
	6.94%
	0.26%
	3.61%
	0.42
	96.30%

	2009
	10.78%
	5.22%
	0.28%
	2.63%
	0.34
	94.57%

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Barclays Bank

	

	 
	NPM
	ROE
	ROA
	AT
	EPs
	GEARING

	2005
	22.29%
	15.72%
	0.42%
	1.86%
	0.94
	97.36%

	2006
	24.10%
	19.19%
	0.53%
	2.19%
	1.41
	97.25%

	2007
	20.14%
	16.01%
	0.42%
	2.06%
	1.38
	97.41%

	2008
	18.88%
	12.13%
	0.26%
	1.36%
	0.86
	97.88%

	2009
	48.45%
	17.59%
	0.75%
	1.54%
	1.37
	95.76%

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Bank of America Corp

	

	 
	NPM
	ROE
	ROA
	AT
	EPs
	GEARING

	2005
	28.08%
	16.22%
	1.27%
	4.54%
	4.11
	92.14%

	2006
	26.89%
	15.62%
	1.45%
	5.38%
	4.67
	90.73%

	2007
	17.16%
	10.21%
	0.87%
	5.09%
	3.39
	91.44%

	2008
	4.68%
	2.26%
	0.22%
	4.71%
	0.87
	90.26%

	2009
	8.05%
	2.71%
	0.28%
	3.50%
	0.81
	89.59%

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Deutsche Bank

	

	 
	NPM
	ROE
	ROA
	AT
	EPs
	GEARING

	2005
	8.46%
	11.79%
	0.36%
	4.20%
	8.23
	96.98%

	2006
	10.43%
	18.53%
	0.54%
	5.17%
	15.25
	97.09%

	2007
	10.07%
	16.92%
	0.32%
	3.20%
	19.22
	98.10%

	2008
	-7.14%
	-12.21%
	-0.18%
	2.48%
	-10.73
	98.55%

	2009
	18.39%
	13.06%
	0.33%
	1.80%
	10.88
	97.47%

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	JP Morgan Chase & Co

	

	 
	NPM
	ROE
	ROA
	AT
	EPs
	GEARING

	2005
	18.31%
	7.70%
	0.69%
	3.76%
	2.32
	91.06%

	2006
	23.09%
	11.79%
	1.01%
	4.37%
	3.82
	91.43%

	2007
	21.52%
	12.47%
	0.98%
	4.57%
	4.33
	92.11%

	2008
	5.07%
	2.22%
	0.17%
	3.36%
	0.81
	92.33%

	2009
	17.56%
	7.05%
	0.57%
	3.27%
	2.24
	91.86%

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Citigroup 

	

	 
	NPM
	ROE
	ROA
	AT
	EPs
	GEARING

	2005
	26.81%
	18.09%
	1.36%
	5.08%
	3.94
	92.47%

	2006
	22.16%
	17.31%
	1.10%
	4.97%
	4.16
	93.64%

	2007
	2.63%
	2.81%
	0.15%
	5.55%
	0.65
	94.81%

	2008
	-30.07%
	-22.61%
	-1.65%
	5.49%
	-6.08
	92.69%

	2009
	-1.39%
	-0.70%
	-0.06%
	4.13%
	-0.09
	91.78%

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Lloyds TSB

	

	 
	NPM
	ROE
	ROA
	AT
	EPs
	GEARING

	2005
	20.30%
	24.04%
	0.82%
	4.06%
	0.76
	96.57%

	2006
	20.61%
	25.26%
	0.85%
	4.11%
	0.97
	96.65%

	2007
	19.68%
	26.73%
	0.94%
	4.78%
	1.16
	96.48%

	2008
	4.81%
	8.71%
	0.19%
	4.03%
	0.21
	97.78%

	2009
	10.46%
	6.70%
	0.29%
	2.75%
	0.12
	95.71%






6.2 Horizontal analysis
6.2.1 Islamic banks

	Kuwait Finance House 

	

	Million $
	2005
	2006
	2007
	2008
	2009

	Total Assets
	16,112
	21,953
	32,104
	38,594
	39,480

	Total Liabilities
	12,708
	17,729
	25,280
	31,482
	32,469

	Equity
	3,404
	4,224
	6,824
	7,112
	7,011

	Revenue 
	678
	1,140
	1,704
	2,053
	1,846

	Net profit
	444
	671
	1,186
	641
	252

	EPs (per $)
	3.68
	4.59
	5.04
	2.78
	1.82

	
	
	
	
	
	

	
	
	
	


	
	

	Al Rajhi Bank 

	

	Million $
	2005
	2006
	2007
	2008
	2009

	Total Assets
	25,347
	28,059
	33,370
	43,555
	45,534

	Total Liabilities
	21,754
	22,677
	27,062
	36,349
	37,868

	Equity
	3,592
	5,382
	6,308
	7,207
	7,665

	Revenue 
	1,587
	2,042
	2,293
	2,265
	2,462

	Net profit
	565
	1,947
	1,723
	1,740
	1,805

	EPs (per $)
	2.23
	1.44
	1.28
	1.16
	1.20

	
	
	
	
	
	

	
	
	
	

	
	

	Dubai Islamic Bank

	

	Million $
	2005
	2006
	2007
	2008
	2009

	Total Assets
	11,708
	17,545
	22,802
	23,162
	22,956

	Total Liabilities
	10,663
	15,143
	19,898
	20,731
	20,511

	Equity
	1,045
	2,403
	2,904
	2,431
	2,445

	Revenue 
	734
	1,246
	1,636
	1,510
	1,398

	Net profit
	290
	430
	684
	471
	330

	EPs (per $)
	0.19
	0.19
	0.23
	0.14
	0.09

	
	
	
	
	
	

	




	
	
	



	
	

	Parsian Bank 

	

	Million $
	2005
	2006
	2007
	2008
	2009

	Total Assets
	3,528
	8,322
	12,023
	16,579
	19,783

	Total Liabilities
	3,265
	7,734
	11,229
	15,510
	18,456

	Equity
	263
	588
	794
	1,069
	1,327

	Revenue 
	374
	1,015
	1,611
	2,363
	2,950

	Net profit
	127
	199
	205
	337
	342

	EPs (per $)
	0.06
	0.04
	0.04
	0.07
	0.05

	
	
	
	
	
	

	
	
	
	
	
	

	Abu Dhabi Islamic Bank 

	

	Million $
	2005
	2006
	2007
	2008
	2009

	Total Assets
	6,042
	9,882
	11,992
	13,950
	17,450

	Total Liabilities
	5,493
	9,128
	10,516
	12,414
	15,505

	Equity
	549
	754
	1,476
	1,535
	1,945

	Revenue 
	283
	417
	392
	599
	686

	Net profit
	94
	156
	209
	232
	21

	EPs (per $)
	0.66
	1.06
	0.11
	0.12
	0.01

	
	
	
	
	
	

	
	
	
	
	
	

	Al Baraka Banking Group

	

	Million $
	2005
	2006
	2007
	2008
	2009

	Total Assets
	6,307
	7,626
	10,104
	10,920
	13,166

	Total Liabilities
	5,540
	6,415
	8,534
	9,370
	11,429

	Equity
	767
	1,211
	1,570
	1,550
	1,737

	Revenue 
	345
	443
	568
	726
	813

	Net profit
	103
	124
	201
	201
	167

	Eps (per $)
	0.12
	0.15
	0.19
	0.12
	0.13

	
	
	
	
	
	

	
	
	
	
	
	

	Bank Rkyat 

	

	Million $
	2005
	2006
	2007
	2008
	2009

	Total Assets
	6,344
	7,797
	10,541
	12,012
	14,809

	Total Liabilities
	5,373
	6,762
	9,336
	10,680
	13,194

	Equity
	971
	1,035
	1,205
	1,332
	1,616

	Revenue 
	430
	556
	721
	913
	1,084

	Net profit
	78
	110
	143
	234
	225

	EPs (per $)
	0.06
	0.08
	0.10
	0.16
	0.17

	
	
	
	
	
	

	
	
	
	
	
	

	BIMB Holdings

	

	Million $
	2005
	2006
	2007
	2008
	2009

	Total Assets
	4,894
	5,031
	6,808
	7,933
	9,317

	Total Liabilities
	3,988
	4,329
	6,323
	7,375
	8,626

	Equity
	905
	701
	485
	558
	691

	Revenue 
	202
	224
	562
	412
	394

	Net profit
	-    121
	-  349
	269
	125
	61

	EPs (per $)
	-   0.21
	-  0.62
	0.30
	0.08
	0.04

	
	
	
	
	
	

	
	
	
	
	
	

	Pasargad Bank 

	

	Million $
	2005
	2006
	2007
	2008
	2009

	Total Assets
	514
	2,419
	6,266
	9,503
	12,371

	Total Liabilities
	125
	1,942
	5,486
	8,490
	11,070

	Equity
	389
	477
	781
	1,013
	1,301

	Revenue 
	29
	118
	491
	1,056
	1,733

	Net profit
	18
	88
	179
	235
	304

	EPs (per $)
	0.01
	0.03
	0.03
	0.03
	0.04

	
	
	
	
	
	

	
	
	
	
	
	

	Qatar Islamic Bank

	

	Million $
	2005
	2006
	2007
	2008
	2009

	Total Assets
	2,625
	4,093
	5,878
	9,221
	10,788

	Total Liabilities
	2,049
	2,926
	4,603
	7,257
	8,315

	Equity
	576
	1,167
	1,275
	1,964
	2,474

	Revenue 
	225
	307
	435
	660
	578

	Net profit
	188
	346
	459
	452
	363

	EPs (per $)
	1.30
	2.49
	2.90
	2.33
	1.77




 


6.2.2 Commercial banks

	BNP Paribas Bank 

	

	Million $
	2005
	2006
	2007
	2008
	2009

	Assets
	1,490,195
	1,901,685
	2,495,592
	2,925,904
	2,949,299

	Liabilities
	1,441,964
	1,836,314
	2,416,357
	2,850,869
	2,849,683

	Equity
	48,230
	65,371
	79,235
	75,036
	99,616

	Revenue
	25,886
	36,893
	45,711
	38,592
	57,606

	Net profit
	6,932
	9,649
	11,520
	4,259
	8,359

	EPs (per $)
	8.02
	10.31
	12.15
	4.22
	7.45

	
	
	
	
	

	

	
	
	
	
	
	

	Royal Bank of Scotland

	

	Million $
	2005
	2006
	2007
	2008
	2009

	Assets
	1,336,764
	1,707,222
	3,676,688
	3,477,352
	2,702,163

	Liabilities
	1,275,787
	1,628,414
	3,570,755
	3,392,101
	2,578,345

	Equity
	60,977
	78,809
	105,933
	85,251
	123,818

	Revenue
	36,706
	48,366
	66,750
	71,703
	41,908

	Net profit
	9,564
	12,728
	15,403
	- 50,013
	- 3,700

	EPs (per $)
	0.97
	1.26
	1.51
	-  2.11
	- 0.10

	
	
	
	
	
	

	
	
	
	

	
	

	Credit Agricole Group 

	

	Million $
	2005
	2006
	2007
	2008
	2009

	Assets
	1,386,278
	1,821,887
	2,269,383
	2,514,865
	2,427,671

	Liabilities
	1,320,868
	1,739,363
	2,166,284
	2,417,596
	2,320,602

	Equity
	65,410
	82,524
	103,099
	97,269
	107,069

	Revenue
	55,234
	71,724
	75,879
	77,362
	63,846

	Net profit
	7,478
	9,861
	9,554
	4,146
	4,399

	EPs (per $)
	2.88
	3.96
	3.40
	0.72
	0.72

	
	
	
	
	
	

	
	
	
	






	
	

	HSBC Bank

	

	Million $
	2005
	2006
	2007
	2008
	2009

	Assets
	1,501,970
	1,860,758
	2,354,266
	2,527,465
	2,364,452

	Liabilities
	1,409,538
	1,752,406
	2,226,106
	2,433,874
	2,236,153

	Equity
	92,432
	108,352
	128,160
	93,591
	128,299

	Revenue
	60,094
	75,879
	92,359
	91,301
	62,096

	Net profit
	15,873
	16,871
	20,455
	6,498
	6,694

	EPs (per $)
	1.21
	1.24
	1.46
	0.42
	0.34

	
	
	
	
	
	

	
	
	
	
	
	

	Barclays Bank

	

	Million $
	2005
	2006
	2007
	2008
	2009

	Assets
	1,590,634
	1,952,805
	2,451,852
	2,972,581
	2,196,358

	Liabilities
	1,548,594
	1,899,146
	2,388,295
	2,909,490
	2,103,214

	Equity
	42,039
	53,660
	63,556
	63,091
	93,144

	Revenue
	29,653
	42,718
	50,524
	40,556
	33,825

	Net profit
	6,610
	10,297
	10,176
	7,655
	16,387

	EPs (per $)
	0.94
	1.41
	1.38
	0.86
	1.37

	
	
	
	
	
	

	Bank of America Corp

	

	Million $
	2005
	2006
	2007
	2008
	2009

	Total Assets
	1,291,803
	1,459,737
	1,715,746
	1,817,943
	2,223,299

	Total Liabilities
	1,190,270
	1,324,465
	1,568,943
	1,640,891
	1,991,855

	Equity
	101,533
	135,272
	146,803
	177,052
	231,444

	Revenue 
	58,626
	78,585
	87,304
	85,684
	77,916

	Net profit
	16,465
	21,133
	14,982
	4,008
	6,276

	EPs (per $)
	4.11
	4.67
	3.39
	0.87
	0.81

	
	
	
	
	
	

	
	
	
	
	
	

	Deutsche Bank

	

	Million $
	2005
	2006
	2007
	2008
	2009

	Assets
	1,175,215
	1,486,961
	2,975,570
	3,104,756
	2,150,902

	Liabilities
	1,139,756
	1,443,645
	2,918,917
	3,059,767
	2,096,481

	Equity
	35,459
	43,316
	56,653
	44,989
	54,421

	Revenue
	49,403
	76,940
	95,253
	76,898
	38,632

	Net profit
	4,180
	8,026
	9,588
	- 5,492
	7,106

	EPs (per $)
	8.23
	15.25
	19.22
	- 10.73
	10.88

	
	
	
	
	
	

	
	
	
	
	
	

	JP Morgan Chase & Co

	

	Million $
	2005
	2006
	2007
	2008
	2009

	Assets
	1,198,942
	1,351,520
	1,562,147
	2,175,052
	2,031,989

	Liabilities
	1,091,731
	1,235,730
	1,438,926
	2,008,168
	1,866,624

	Equity
	107,211
	115,790
	123,221
	166,884
	165,365

	Revenue
	45,075
	59,107
	71,387
	73,018
	66,350

	Net profit
	8,254
	13,649
	15,365
	3,699
	11,652

	EPs (per $)
	2.32
	3.82
	4.33
	0.81
	2.24

	
	
	
	
	
	

	
	
	
	
	
	

	Citigroup 

	

	Million $
	2005
	2006
	2007
	2008
	2009

	Assets
	1,494,037
	1,884,318
	2,187,480
	1,938,470
	1,856,646

	Liabilities
	1,381,500
	1,764,535
	2,074,033
	1,796,840
	1,703,946

	Equity
	112,537
	119,783
	113,447
	141,630
	152,700

	Revenue
	75,922
	93,611
	121,347
	106,499
	76,635

	Net profit
	20,355
	20,740
	3,192
	- 32,029
	- 1,066

	EPs (per $)
	3.94
	4.16
	0.65
	- 6.08
	- 0.09

	
	
	
	
	
	

	
	
	
	
	
	

	Lloyds TSB

	

	Million $
	2005
	2006
	2007
	2008
	2009

	Assets
	533,025
	673,143
	705,738
	631,332
	1,636,212

	Liabilities
	514,733
	650,599
	680,922
	617,289
	1,565,958

	Equity
	18,292
	22,543
	24,816
	14,043
	70,254

	Revenue
	21,663
	27,639
	33,702
	25,438
	44,977

	Net profit
	4,397
	5,695
	6,633
	1,223
	4,704

	EPs (per $)
	0.76
	0.97
	1.16
	0.21
	0.12





6.3 The exchange rate at the end of each financial year during the period 2005-2009.
	EUR to USD 
	  
	 
	 
	
	 

	31-Dec
	2005
	2006
	2007
	2008
	2009

	  Average (1 days):
	1.1845
	1.3203
	1.4728
	1.4097
	1.4333

	  High:
	1.1881
	1.3200
	1.4723
	1.4221
	1.4361

	  Low:
	1.1813
	1.3187
	1.4715
	1.3915
	1.4273

	
	
	
	
	
	

	
	
	
	
	
	

	GBP to USD 
	 
	 
	 
	 
	 

	31-Dec
	2005
	2006
	2007
	2008
	2009

	Average (1 days):
	1.7208
	1.9591
	1.9973
	1.4479
	1.5928

	  High:
	1.7280
	1.9610
	1.9964
	1.4553
	1.6094

	  Low:
	1.7140
	1.9572
	1.9933
	1.4377
	1.5832

	

	
	
	
	
	

	
	
	
	
	
	

	SAR to USD 
	 
	 
	 
	 
	 

	31-Dec
	2005
	2006
	2007
	2008
	2009

	Average (1 days):
	0.2667
	0.2667
	0.2672
	0.2666
	0.2667

	  High:
	0.2667
	0.2666
	0.2658
	0.2663
	0.2666

	  Low:
	0.2666
	0.2665
	0.2658
	0.266
	0.2665

	
	
	
	
	
	

	

	
	
	
	
	

	KWD to USD 
	 
	 
	 
	 
	 

	31-Dec
	2005
	2006
	2007
	2008
	2009

	Average (1 days):
	3.4421
	3.4769
	3.649
	3.6603
	3.4966

	  High:
	3.4235
	3.4410
	3.6437
	3.6377
	3.4843

	  Low:
	3.4068
	3.4410
	3.6437
	3.5826
	3.462

	

	
	
	
	
	

	
	
	
	
	
	

	IRR to USD
	 
	 
	 
	 
	 

	31-Dec
	2005
	2006
	2007
	2008
	2009

	Average (1 days):
	0.00011
	0.00011
	0.00011
	0.0001
	0.0001

	  High:
	0.0001
	0.0001
	0.00011
	0.0001
	0.0001

	  Low:
	0.0001
	0.0001
	0.00011
	0.0001
	0.0001

	
	
	
	
	
	

	


	



	
	
	
	

	AED to USD
	 
	 
	 
	 
	 

	31-Dec
	2005
	2006
	2007
	2008
	2009

	Average (1 days):
	0.2723
	0.2723
	0.2723
	0.2724
	0.2723

	  High:
	0.2722
	0.2722
	0.2722
	0.2722
	0.2722

	  Low:
	0.2722
	0.2722
	0.2722
	0.2721
	0.2722

	


	
	
	
	
	

	
	
	
	
	
	

	MYR to USD 
	 
	 
	 
	 
	 

	31-Dec
	2005
	2006
	2007
	2008
	2009

	Average (1 days):
	0.2644
	0.2835
	0.3019
	0.2876
	0.2921

	  High:
	0.2644
	0.2832
	0.3018
	0.2879
	0.2925

	  Low:
	0.2639
	0.2832
	0.3013
	0.2824
	0.2904



	QAR to USD 
	 
	 
	 
	 
	 

	31-Dec
	2005
	2006
	2007
	2008
	2009

	Average (1 days):
	0.2748
	0.2749
	0.2755
	0.2749
	0.2747

	  High:
	0.2747
	0.2747
	0.2745
	0.2745
	0.2746

	  Low:
	0.2745
	0.2744
	0.2699
	0.2739
	0.2743


	


6.4 SPSS Analysis 
2005


2006








2007


2008






2009





 



ROA	2005	2006	2007	2008	2009	7.6983519911941875E-3	8.1722730685580107E-3	5.8502579095803513E-3	-1.8580859783973325E-3	2.7730322461867666E-3	Assets Turnover	2005	2006	2007	2008	2009	3.5980087365228342E-2	3.8980318640420092E-2	3.6156642128389996E-2	3.1504156659493701E-2	2.5742675345337508E-2	Earnings Per Share 
Earnings Per Share	2005	2006	2007	2008	2009	3.3378172302094504	4.7048403190507315	4.8640487417761875	-0.89207739833657462	2.3740914135129993	GEARING	2005	2006	2007	2008	2009	0.94790324070374632	0.94839271318640783	0.95431419898477454	0.95689923967751656	0.94436651434855534	Net Profit Margin	2005	2006	2007	2008	2009	0.34178423800861518	0.36472311385560752	0.49776760507192447	0.36642034039389138	0.26241290575208365	ROE	2005	2006	2007	2008	2009	0.16718087705951098	0.18362040174327199	0.24737875707240847	0.19826803817011601	0.13789373758639731	ROA	2005	2006	2007	2008	2009	2.366346318836025E-2	2.4601411071191282E-2	3.3273165328054646E-2	2.4112221420094792E-2	1.71552980896592E-2	Assets Turnover	2005	2006	2007	2008	2009	6.2592090633287134E-2	6.5750642649635829E-2	7.1971052173279246E-2	7.3306588449975521E-2	7.209669014411503E-2	Earnings Per Share	2005	2006	2007	2008	2009	0.67007977333336455	0.94503335166666658	1.0211156462222222	0.69842098000000008	0.53102880900000005	GEARING	2005	2006	2007	2008	2009	0.79562766352231684	0.84184343198545264	0.85995044981643609	0.87281399112872471	0.8719297062881084	Commercial Banks	2005	2006	2007	2008	2009	0.21703905479461141	0.21573364420073834	0.17421980948610674	-5.0027452873356693E-2	0.12487524312399303	Islamic Banks	0.34178423800861518	0.36472311385560752	0.49776760507192447	0.36642034039389138	0.26241290575208365	Commercial Banks	2005	2006	2007	2008	2009	0.15221106786771349	0.16613743174557299	0.13945969164254096	-5.1281694966319014E-2	6.1134650864684871E-2	Islamic Banks	0.16718087705951098	0.18362040174327199	0.24737875707240847	0.19826803817011601	0.13789373758639731	Commercial Banks	2005	2006	2007	2008	2009	7.6983519911941875E-3	8.1722730685580107E-3	5.8502579095803513E-3	-1.8580859783973325E-3	2.7730322461867666E-3	Islamic Banks	2.366346318836025E-2	2.4601411071191282E-2	3.3273165328054591E-2	2.4112221420094792E-2	1.71552980896592E-2	Commercial Banks	2005	2006	2007	2008	2009	3.5980087365228342E-2	3.8980318640420085E-2	3.6156642128389996E-2	3.1504156659493701E-2	2.5742675345337508E-2	Islamic Banks	6.2592090633287134E-2	6.5750642649635829E-2	7.1971052173279246E-2	7.3306588449975521E-2	7.2096690144114836E-2	Commercial Banks	2005	2006	2007	2008	2009	3.3378172302094504	4.7048403190507315	4.8640487417761875	-0.89207739833657462	2.3740914135129993	Islamic Banks	0.67007977333335722	0.94503335166666658	1.0211156462222222	0.69842098000000008	0.53102880900000005	Commercial Banks	2005	2006	2007	2008	2009	0.94790324070374632	0.94839271318640783	0.95431419898477454	0.95689923967751656	0.94436651434855534	Islamic Banks	0.79562766352231684	0.84184343198545264	0.85995044981643609	0.87281399112872471	0.87192970628810607	Revenue 	2005	2006	2007	2008	2009	458262.97010000021	611463.02170000004	740216.19659999898	687049.92700000003	563791.19169999997	Net profit	2005	2006	2007	2008	2009	100106.98619999997	128649.58279999999	116868.67760000002	-56046.398800000003	60810.295099999996	Total Assets	2005	2006	2007	2008	2009	12998861.7809	16100037.267800001	22394461.138200089	24085720.0768	22538989.538500059	Total Liabilities	2005	2006	2007	2008	2009	12314740.862900048	15274617.312200002	21449537.967399996	23126884.218600001	21312860.555399999	Equity	2005	2006	2007	2008	2009	684120.91800000041	825419.95559999999	944923.17080000008	958835.85820000444	1226128.9831000001	Revenue 	2005	2006	2007	2008	2009	4442.7508368000008	6691.8413626000001	9460.9486392997678	11519.358053999767	12875.73855780029	Net profit	2005	2006	2007	2008	2009	2229.7549000999998	4538.3718736000001	6210.8398037000006	5705.5817677000005	4937.5972727000008	Total Assets	2005	2006	2007	2008	2009	83421.323112000027	112727.88506480242	151888.24788140474	185428.83156979768	205654.79468329868	Total Liabilities	70959.087556300001	94784.448169099938	128266.98696950001	159658.32508059868	177442.1751492045	Equity	12462.235555699999	17943.436895700797	23621.264179500005	25770.506489200121	28212.619534099242	Net Profit Margin	2005	2006	2007	2008	2009	0.21703905479461141	0.21573364420073834	0.17421980948610968	-5.0027452873356734E-2	0.12487524312399428	ROE	2005	2006	2007	2008	2009	0.15221106786771674	0.16613743174557299	0.13945969164254096	-5.1281694966319014E-2	6.1134650864684871E-2		Page 121
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ISLAMIC
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COMMERCIAL
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0.17887 0.138103 0.043672 0.117811 0.330561

COMMERCIAL

10

0.09353 0.084151 0.026611 -0.03056 0.182869

ISLAMIC

10

0.02456 0.021566 0.00682 0.013316 0.063353

COMMERCIAL

10

0.00453 0.003901 0.001234 0.00061 0.008197

ISLAMIC

10

0.06914 0.028027 0.008863 0.040779 0.130723

COMMERCIAL

10

0.03367 0.011937 0.003775 0.017562 0.050437

ISLAMIC

10
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COMMERCIAL

10
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				TYPE		N		Mean		Std. Deviation		Std. Error Mean		Min		Max

		NPM		ISLAMIC		10		0.35864		0.365399		0.115549		0.184288		0.865794

				COMMERCIAL		10		0.136372		0.12082		0.038207		-0.00626		0.267715

		ROE		ISLAMIC		10		0.178872		0.138103		0.043672		0.117811		0.330561

				COMMERCIAL		10		0.093532		0.084151		0.026611		-0.03056		0.182869

		ROA		ISLAMIC		10		0.024564		0.021566		0.00682		0.013316		0.063353

				COMMERCIAL		10		0.00453		0.003901		0.001234		0.00061		0.008197

		AT		ISLAMIC		10		0.069142		0.028027		0.008863		0.040779		0.130723

				COMMERCIAL		10		0.033672		0.011937		0.003775		0.017562		0.050437

		EPs		ISLAMIC		10		0.773138		1.236794		0.391109		0.02747		3.581647

				COMMERCIAL		10		2.877748		4.301436		1.360234		0.515442		8.570542

		GEARING		ISLAMIC		10		0.848432		0.083028		0.026256		0.741889		0.931451

				COMMERCIAL		10		0.950376		0.024407		0.007718		0.908336		0.976373








image4.emf
TYPE N Mean

Std. 

Deviation

Std. Error 

Mean

Min Max

ISLAMIC

10

0.34180 0.384809 0.121687 0.181427 0.833121

COMMERCIAL

10

0.21704 0.065786 0.020803 0.084612 0.280848

ISLAMIC

10
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COMMERCIAL
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ISLAMIC

10

0.02366 0.023988 0.007586 0.012295 0.071506

COMMERCIAL

10

0.00771 0.003539 0.001119 0.003557 0.013624

ISLAMIC

10

0.06259 0.020213 0.006392 0.042085 0.106009

COMMERCIAL

10

0.03597 0.011148 0.003525 0.017371 0.050817

ISLAMIC

10
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10
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				TYPE		N		Mean		Std. Deviation		Std. Error Mean		Min		Max

		NPM		ISLAMIC		10		0.34180		0.384809		0.121687		0.181427		0.833121

				COMMERCIAL		10		0.21704		0.065786		0.020803		0.084612		0.280848

		ROE		ISLAMIC		10		0.16719		0.16734		0.052918		0.046388		0.48289

				COMMERCIAL		10		0.15222		0.044059		0.013933		0.076988		0.240357

		ROA		ISLAMIC		10		0.02366		0.023988		0.007586		0.012295		0.071506

				COMMERCIAL		10		0.00771		0.003539		0.001119		0.003557		0.013624

		AT		ISLAMIC		10		0.06259		0.020213		0.006392		0.042085		0.106009

				COMMERCIAL		10		0.03597		0.011148		0.003525		0.017371		0.050817

		EPs		ISLAMIC		10		0.67008		1.155157		0.365293		0.00517		3.683047

				COMMERCIAL		10		3.33782		2.801232		0.885827		0.760594		8.232275

		GEARING		ISLAMIC		10		0.79563		0.200683		0.063461		0.243042		0.925454

				COMMERCIAL		10		0.94791		0.022685		0.007174		0.910579		0.973571
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				TYPE		N		Mean		Std. Deviation		Std. Error Mean		Min		Max

		NPM		ISLAMIC		10		0.36475		0.735805		0.232682		0.196059		1.128458

				COMMERCIAL		10		0.21573		0.054519		0.017241		0.104316		0.268919

		ROE		ISLAMIC		10		0.18362		0.242618		0.076722		0.102395		0.361843

				COMMERCIAL		10		0.16613		0.038916		0.012306		0.117877		0.252629

		ROA		ISLAMIC		10		0.02462		0.040626		0.012847		0.014071		0.084565

				COMMERCIAL		10		0.00819		0.003095		0.000979		0.005074		0.014477

		AT		ISLAMIC		10		0.06575		0.023333		0.007378		0.042201		0.121966

				COMMERCIAL		10		0.03898		0.012091		0.003824		0.0194		0.053835

		EPs		ISLAMIC		10		0.94504		1.562394		0.494072		0.02508		4.589508

				COMMERCIAL		10		4.70485		4.630182		1.464192		0.969755		15.24947

		GEARING		ISLAMIC		10		0.84184		0.063035		0.019934		0.714845		0.929344

				COMMERCIAL		10		0.94838		0.02314		0.007317		0.907331		0.972522
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Secondary data         Documentary       Multiple source                Survey     Written materials      Non - written    area based                time series            Censuses                                                          Types of secondary data ( Saunders, Lewis and Thornhill, 2007)  

Continuous   and regular   surveys  

Ad hoc   surveys  

Examples   Organisations'   databases such   as personnel or   production.  

Examples:   Media   accounts   including   television   and radio.   Examples:   Financial   Times  country   reports.  

Example:   Industry   statistics and   reports.  

Example:   Government s’   Censuses:   Census of   Population,   Census of   Employment .  

Examples:       example   Government:  Governments’   Family               surveys.   Spending,  
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				TYPE		N		Mean		Std. Deviation		Std. Error Mean		Min		Max

		NPM		ISLAMIC		10		0.49779		0.276136		0.087322		0.12725		1.05399

				COMMERCIAL		10		0.17422		0.069954		0.022121		0.026305		0.252022

		ROE		ISLAMIC		10		0.24738		0.131697		0.041646		0.118767		0.555417

				COMMERCIAL		10		0.13946		0.061762		0.019531		0.028136		0.267284

		ROA		ISLAMIC		10		0.03328		0.019744		0.006243		0.013575		0.078062

				COMMERCIAL		10		0.00585		0.002984		0.000944		0.001459		0.009836

		AT		ISLAMIC		10		0.07198		0.026195		0.008284		0.032652		0.133993

				COMMERCIAL		10		0.03616		0.013887		0.004391		0.018155		0.055473

		EPs		ISLAMIC		10		1.02111		1.67202		0.528739		0.0341		5.03562

				COMMERCIAL		10		4.86404		6.058179		1.915765		0.648253		19.22004

		GEARING		ISLAMIC		10		0.85995		0.053098		0.016791		0.783042		0.93396

				COMMERCIAL		10		0.95431		0.022367		0.007073		0.914438		0.980961
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TYPE N Mean

Std. 

Deviation

Std. Error 

Mean

Min Max

ISLAMIC

10

0.36644 0.201058 0.06358 0.142594 0.767918

COMMERCIAL

10

-0.05 0.262441 0.082991 -0.69751 0.188754

ISLAMIC

10

0.19829 0.064565 0.020417 0.090067 0.315496

COMMERCIAL

10

-0.05129 0.215278 0.068077 -0.58666 0.121334

ISLAMIC

10

0.0241 0.011233 0.003552 0.015735 0.048968

COMMERCIAL

10

-0.00186 0.007287 0.002304 -0.01652 0.002575

ISLAMIC

10

0.07329 0.030868 0.009761 0.042941 0.14253

COMMERCIAL

10

0.0315 0.013798 0.004363 0.01319 0.05494

ISLAMIC

10

0.69842 1.040072 0.3289 0.0335 2.781828

COMMERCIAL

10

-0.89208 4.279546 1.353311 -10.7278 4.215003

ISLAMIC

10

0.87281 0.048241 0.015255 0.787054 0.935577

COMMERCIAL

10

0.95691 0.028714 0.00908 0.902609 0.98551

NPM

ROE

ROA

AT

EPs

GEARING
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				TYPE		N		Mean		Std. Deviation		Std. Error Mean		Min		Max

		NPM		ISLAMIC		10		0.36644		0.201058		0.06358		0.142594		0.767918

				COMMERCIAL		10		-0.05		0.262441		0.082991		-0.69751		0.188754

		ROE		ISLAMIC		10		0.19829		0.064565		0.020417		0.090067		0.315496

				COMMERCIAL		10		-0.05129		0.215278		0.068077		-0.58666		0.121334

		ROA		ISLAMIC		10		0.0241		0.011233		0.003552		0.015735		0.048968

				COMMERCIAL		10		-0.00186		0.007287		0.002304		-0.01652		0.002575

		AT		ISLAMIC		10		0.07329		0.030868		0.009761		0.042941		0.14253

				COMMERCIAL		10		0.0315		0.013798		0.004363		0.01319		0.05494

		EPs		ISLAMIC		10		0.69842		1.040072		0.3289		0.0335		2.781828

				COMMERCIAL		10		-0.89208		4.279546		1.353311		-10.7278		4.215003

		GEARING		ISLAMIC		10		0.87281		0.048241		0.015255		0.787054		0.935577

				COMMERCIAL		10		0.95691		0.028714		0.00908		0.902609		0.98551
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TYPE N Mean

Std. 

Deviation

Std. Error 

Mean

Min Max

ISLAMIC

10

0.26242 0.229186 0.072475 0.030952 0.732994

COMMERCIAL

10

0.12487 0.151402 0.047878 -0.08829 0.48446

ISLAMIC

10

0.13788 0.084294 0.026656 0.010918 0.2578

COMMERCIAL

10

0.06114 0.060742 0.019208 -0.02988 0.175929

ISLAMIC

10

0.01716 0.012238 0.00387 0.001217 0.039636

COMMERCIAL

10

0.00276 0.002602 0.000823 -0.00137 0.007461

ISLAMIC

10

0.0721 0.039527 0.0125 0.039323 0.149118

COMMERCIAL

10

0.02575 0.00876 0.00277 0.0154 0.041276

ISLAMIC

10

0.53104 0.754328 0.23854 0.010892 1.818232

COMMERCIAL

10

2.37411 3.738041 1.182073 -0.1 10.87875

ISLAMIC

10

0.87193 0.050084 0.015838 0.770703 0.932922

COMMERCIAL

10

0.94437 0.025131 0.007947 0.895901 0.974699

NPM

ROE

ROA

AT

EPs

GEARING
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				TYPE		N		Mean		Std. Deviation		Std. Error Mean		Min		Max

		NPM		ISLAMIC		10		0.26242		0.229186		0.072475		0.030952		0.732994

				COMMERCIAL		10		0.12487		0.151402		0.047878		-0.08829		0.48446

		ROE		ISLAMIC		10		0.13788		0.084294		0.026656		0.010918		0.2578

				COMMERCIAL		10		0.06114		0.060742		0.019208		-0.02988		0.175929

		ROA		ISLAMIC		10		0.01716		0.012238		0.00387		0.001217		0.039636

				COMMERCIAL		10		0.00276		0.002602		0.000823		-0.00137		0.007461

		AT		ISLAMIC		10		0.0721		0.039527		0.0125		0.039323		0.149118

				COMMERCIAL		10		0.02575		0.00876		0.00277		0.0154		0.041276

		EPs		ISLAMIC		10		0.53104		0.754328		0.23854		0.010892		1.818232

				COMMERCIAL		10		2.37411		3.738041		1.182073		-0.1		10.87875

		GEARING		ISLAMIC		10		0.87193		0.050084		0.015838		0.770703		0.932922

				COMMERCIAL		10		0.94437		0.025131		0.007947		0.895901		0.974699








