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Abstract

I.

INTRODUCTION

Performance analysis of Malaysian Islamic

Banking industry occupies a prominent position

banks is the main aim of this study. Three

in a nation’s growth and development. If there are

performance

Profitability,

losses in banking system it results in the slowdown of

Liquidity and Credit risk of the banks are being

the economy. The rationale behind the continued

analyzed. Data collected is standardized to 2010

existence of every organization is its performance. In

prices as per the wholesale price index of Malaysia

Malaysia, Islamic and conventional banks operate

equal to 100. The obtained data is analyzed with the

together and are controlled by the central bank of

help

profitability

Malaysia. Islamic banking in Malaysia differs from

performance, Real return on assets ratio and Real

Islamic banking in Gulf and rest of the world (Samad

return on equity ratio is analyzed. Under liquidity

et al., 2005). Malaysia has become one among the

performance, Real net loan to total asset ratio, Real

first nations to opt dual banking system in its

liquid asset to customer deposit ratio and Real net

economy where the conventional system runs

loan to total deposits and borrowings ratio is

alongside Islamic banking system. Initially, Islamic

analyzed. Under Credit risk performance, Real

banking was started as “window system” in Malaysia

Common equity to total asset ratio, Real Total equity

conventional banks, but due to the popularity of

to net loan ratio and Real Impaired loans to net loan

Islamic banks and the notion of people to avoid riba

ratio is analyzed. Two major findings of the study

(interest) deepened its roots in Malaysia. The ability

are: (i) the liquidity risk of all the banks has

of Islamic banks to provide all the products which a

increased which has resulted in decline in the

conventional bank provides at lower cost and higher

convertibility of banks to convert its assets into face

profit margin has attracted both Islamic and non-

value; and (ii) under credit risk performance real

Islamic customers. Due to this non-Muslim country

impaired loan to net loan ratio, which is the most

like

important criteria to assess the quality of loans or

Luxembourg and several other non- Islamic nations

assets of all the banks has improved resulting in the

have shown a keen interest in adopting Islamic

increase in the asset/credit performance of the banks.

banking system.

of

Key

indicators,

ratio

words:

analysis.

namely

Under

Performance,

Liquidity, Credit risk, RROA, RROE.

Profitability,

UK,

US,

Denmark,

France,

Singapore,

Various studies have been accumulated assessing
the performance of Islamic and conventional banks in
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Malaysia and other countries as well (Kassim and

conventional banks using different statistical and

Abd. Majid, 2010) (Abdulle Yusuf and Kassim,

econometric methods.

2012).

This article attempts to uncover the

Abdul Awwal Sarker (1999); Islamic banks can

performance of Islamic banks in Malaysia from a

provide efficient banking services to the nation if

period of 2011 to 2015. Ratio analysis on a sample of

they are supported by appropriate banking laws and

eight Islamic banks is analyzed in efforts to arrive at

regulations. This will help them introducing profit

empirical evidence on the overall performance of

and loss modes of operations, which are very much

Malaysian Islamic banks. Data used for the study is

conducive to economic development. It would be

taken from secondary sources, thus, sampling is not

better if Islamic banks had the opportunity to work as

required. Currently, there are 10 Malaysian Islamic

a sole system in an economy. That would provide

banks operative, out of which two banks are

Islamic banking system to fully utilize its potential.

providing both Islamic and conventional products

Asyraf Wajdi Dusuki and Nurdianawati Irwani

while as other eight banks are purely operating on

Abdullah (2006); Most important fact revealed by

Islamic principles. So the study focused on Islamic

this study is that Islamic banks appear to be

banks only. Data has been extracted out of annual

predominantly a

reports of the banks which is standardized with the

combination of Islamic and financial reputation

wholesale price index of Malaysia following 2010 as

and quality service offered by the bank. Also,

base year. Data is analyzed with the help of ratio

customer satisfaction often depends on the quality of

analysis and later percentage method for the same has

services provided by Islamic banks. The quality of

been done in order to obtain proper results. Under

services includes factors like treating customers with

financial ratios, profitability, liquidity, and credit risk

courtesy and respect; staff ability to convey trust and

has been analyzed with relevant data.

confidence; efficiency and effectiveness in handling

Objective

any transaction; and knowledgeable and preparedness

To assess the performance of Malaysian based
Islamic banks from 2011 to 2015.
In view of Authors:

in providing solutions and answers concerning
Islamic bank’s products and services.
Kosmidou (2008); Found that Return on Average

Various studies have been conducted about the

Assets (ROAA) is associated with well-capitalized

performance of Islamic and conventional banking in

banks and with lower cost-to-income ratios. Also,

developed countries, while as very less number of

both size and the growth of GDP were positively

studies have been made in analyzing the performance

related to banks performance, while inflation had a

of Islamic banks from developing nations. Earlier

negative impact on banks performance.

studies which attempted to find out the profitability

Ahmed

Mohamed

Badreldin

(2009);

and performance were carried out by Short (1979)

Conventional ratios model would be quite successful

and Brouke (1989). This was the period when Islamic

for use in Islamic banks and would offer much better

banking had started its first initiatives. Since the

analysis and the basis of comparison within the

period various studies have been conducted on the

Islamic financial system. It also suggests that much

efficiency and performance of Islamic as well as

of the previously measured performance of Islamic
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Banks is unsound and should be revised for accuracy

Md. Nurul Kabir, Andrew Worthington, Rakesh

and reliability because of the flawed methods used

Gupta (2015); Islamic banks have lower credit risk

for measurement in the first place.

than their counterparts. One significant contribution

Shaista Wasiuzzaman, Hanimas- Ayu Bt Ahmad

is that we clearly demonstrate that the method used

Tarmizi (2010); The result of this study shows that

for measuring credit risk plays an important role in

capital and asset quality have an inverse relationship

the level of measured credit risk. There is no

with bank profitability while liquidity and operational

significant difference in credit risk between the

efficiency

The

Islamic and conventional banking systems during the

macroeconomic variables show that both inflation

most recent financial crisis. This indicates both

and

banking systems suffered almost equally and refutes

have

gross

a

domestic

positive

product

influence.

have

positively

influenced the bank profitability.

the oft-repeated claim that Islamic banks performed

Mohamed Yusuf Abdulle Salina H. Kassim
(2012); Islamic banks were holding liquid assets than

better than conventional banks.
Several pilot literature surveys were conducted

conventional banks and are exposed to less liquidity

where various significant

aspects of banking

risk than their conventional bank's counterparts. The

performance were studied. Most literature related to

higher liquidity ratio of the Islamic banks compared

banks is focusing mostly on the comparison of

to that of conventional banks could be due to

Islamic and conventional banks, while as a very less

limitations of the scope of the Islamic banking

number of studies have been made in analysing the

investment and this might have as a result led to

performance of Islamic banks using ratio analysis. So

lower returns.

far any study relating performance analysis using

Jill Johnes, Marwan Izzeldin, Vasileios Pappas

ratio analysis for Islamic banks in Malaysia has not

(2013); Islamic banks are typically on a par with

been found for a period of 2011-2015. It was felt that

conventional ones in terms of gross efficiency,

the present study can be considered as a research gap.

significantly

Based upon the research gap following research

higher

on

net

efficiency

and

significantly lower on type efficiency. The low type
efficiency of Islamic banks could be attributed to lack
of

product

standardization

whereas

high

net

questions were framed.
a.

Whether the Islamic banks of Malaysia are

performing better?

efficiency reflects high managerial capability in

b.

Whether profitability of banks is improving?

Islamic banks.

c.

Are the Malaysian Islamic banks more

Khawla Bourkhis, Mahmoud Sami Nabi (2013);

liquid?

Islamic banks outperformed conventional banks in

d.

regard to the return to asset indicator during and after

Whether

Malaysian

banks

have

sustainability to asset and loan losses?

the financial crisis. This better performance seems to

This article attempts to uncover the performance

be partially due to the differences in the provisioning

of Islamic banks in Malaysia from a period of 2011

strategies of the two types of banks during the crisis

to 2015. Ratio analysis on a sample of eight Islamic

and to the better cost efficiency of IBs during the

banks is analyzed in efforts to arrive at empirical

year 2009.

evidence on the overall performance of Malaysian
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Islamic banks. Data used for the study is taken from

RROE gradually improved in 2015 as compared to

secondary sources, thus, sampling is not required.

that of 2011 and the profit of the bank generated by

Currently, there are 10 Malaysian Islamic banks

investing in common stock has increased.

operative, out of which two banks are providing both

Under Liquidity performance in table 1, since

Islamic and conventional products while as other

2011 there is a gradual increase in real net Loans to

eight banks are purely operating on Islamic

Total Asset ratio (RRNL-TA), it is 64.14 per cent in

principles. So the study focused on Islamic banks

2011 and has reached to 71.14 per cent in 2015

only. Data has been extracted out of annual reports of

resulting in decline in liquidity of bank. Real liquid

the banks which have been analyzed with the help of

assets to customer deposit ratio is 11.73 per cent in

ratio analysis and later percentage method for the

2011 which increased to 13.55 per cent in 2012. It

same has been done in order to obtain proper results.

gradually declined in 2013 to 8.27 per cent but again

Under financial ratios, profitability, liquidity, and

increase in subsequent years up to 13.13 per cent in

credit risk has been analyzed with relevant data.

2015. It indicates that percentage of deposits that are

Ratio analysis has been carried out by many
studies to elucidate the performance of banks

available to meet sudden withdrawals has not
improved so far.

(O’Connor, 1973; Libby, 1975; Chen and Shimerda,

In terms of real net loans to total deposits and

1981; Spindler, 1991; Ross, 1991; Sabi, 1996;

borrowings ratio, a gradual increase has been noticed

Hempel and Simonson, 1998; Samad, 1999). Most

from 71.09 per cent in 2011 to 78.07 per cent in

important advantage of ratio method is that it

2015. It means that the bank's liquidity risk has

removes the disparities between banks as they are not

increased so far. In overall terms under Liquidity

equal in size. The use of ratio removes the disparities

analysis, each year bank is losing its swiftness to

in sizes and brings them at par (Samad, 2004).

convert its assets into face value to meet the demands

Performance Analysis

of depositors and borrowers hence an increase in

The results of the ratio analysis in terms of

liquidity risk is analyzed.

profitability, liquidity and credit risk performance of
all banks is as follows:
ALLIANCE Islamic Bank; Under profitability
performance in table 1, Real Return on Assets
(RROA) is 0.90 per cent in 2011 which improved to
1.90 percent in 2012, but there is a sudden decrease
of 0.45 percent in 2013 with a continuous decrease in
coming years and reached up to 0.66 per cent in
2015. It indicates that profitability of the bank has
decreased. The Real Return on Equity (RROE) of the
bank is 18.71 per cent in 2011 which increased to
27.70 percent in 2012, but there is 9.12 per cent

Under credit risk performance, real common
equity to total assets ratio is 7.79 per cent in 2011
which showed an increase in 2012 up to 8.79 per cent
but decreased in coming years and reached up to 7.15
per cent in 2015. It indicates that banks capacity to
sustain asset losses has also declined. Total equity to
net loan ratio is 7.49 per cent in 2011 which
continuously declined up to 4.58 per cent in 2015
depicting that the bank's capability to absorb bank
losses has also declined. While as impaired loans to
net loan ratio has continuously declined from 1.53
per cent in 2011 to 0.52 per cent in 2015, depicting
that asset/credit performance of the bank has
improved. In overall terms it is analyzed that
profitability performance of the bank has not
improved, liquidity risk has increased and credit risk
has also not improved so far.

decline in 2013 as compared to that of 2012. The
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Table 1. Performance analysis of ALLIANCE Islamic Bank Berhad (%)
Year

Profitability Performance
RROA
RROE

Liquidity Performance
RNL-TA RLqA-CD RNL-TDB

Credit Risk Performance
RCE-TA RTE-LN RIL-NL

2011

0.90

18.71

64.14

11.73

71.09

7.79

7.49

1.53

2012

1.27

27.70

67.85

13.55

76.07

8.79

6.75

1.56

2013

0.82

18.58

67.61

8.27

74.55

8.68

6.50

1.10

2014

0.74

18.24

67.67

13.00

75.62

8.47

6.00

0.89

2015

0.66

20.15

71.14

13.23

78.07

7.15

4.58

0.52

AFFIN Islamic Bank; In table 2 under profitability analysis, ROA is 0.47 per cent in 2011 which increased up
to 0.63 per cent in 2012. But in 2012 it declined to 0.48 per cent and gradually improved in 2015 to 0.63 per cent. Its
increase has resulted in improvement in performance of the bank. ROE has not improved as it is 19.16 per cent in
2011 and has reached down to 18.43 per cent which depicts that the profit of the bank generated by investing in
common stock has decreased. This analysis shows that average profitability performance of bank is satisfactory.
Under liquidity performance of the bank, real net loans to total asset ratio is 41.54 per cent in 2011 which
has increased continuously up to 68.75 per cent resulting in less decline in liquidity of bank as the percentage of
assets tied up in loans is more. Real Liquid assets to customer deposit ratio have declined from 59.59 per cent in
2011 to 19.18 per cent in 2015 resulting in a decline in liquidity in terms of customer deposits as the percentage of
deposits available to meet sudden withdrawals has decreased. Real Net loan to total deposits and borrowings has
continuously increased from 45.20 per cent in 2011 to 83.33 per cent in 2015 indicating that percentage of total
deposits locked into non-liquid assets has increased which in turn increases the liquidity risk of the bank.
Under credit risk performance of the bank common equity to total asset ratio has increased from 4.57 per
cent in 2011 to 7.13 per cent in 2015 results in an increase in capacity of the bank to sustain asset losses. Total
equity to net loan ratio is 5.94 per cent in 2011 and increased to 7.00 per cent in 2012. But it again declined in
coming years and reached to 5.0 per cent in 2015. It results in a decline in the capacity of the bank to absorb loan
losses. While as impaired loans to net loan ratio has decreased from 3.94 per cent to 1.54 per cent, resulting as an
increase in the asset/credit performance of the bank. In overall terms, it is analyzed that profitability performance of
the bank is satisfactory but liquidity risk has increased and credit risk has also not improved so far and the bank
needs to improve its position as compared to that of 2011.
Table 2. Performance analysis of AFFIN Islamic Bank Berhad (%)
Profitability Performance

Liquidity Performance

Year

RROA

RROE

RNL-TA

RLqA-CD

RNL-TDB

Credit Risk Performance
RCE-TA

RTE-LN

RIL-NL

2011

0.47

19.16

41.54

59.59

45.20

4.57

5.94

3.94

2012

0.63

20.51

43.87

45.08

47.26

5.59

7.00

2.52

2013

0.48

16.37

49.06

48.50

52.45

5.71

5.95

2.18

2014

0.52

18.50

56.31

33.77

60.12

6.07

5.03

1.80

2015

0.63

18.43

68.75

19.18

83.33

7.13

5.00

1.54

AmIslamic Bank; Under profitability analysis in table 3, RROA is 1.29 per cent in 2011 which increased to
1.53 per cent in 2015. The increase in RROA has resulted in an improvement in profitability performance of the
bank and its assets are profitable in generating profit. RROE has continuously increased during 2011-15. It is 46.15
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per cent in 2011 and has reached up to 67.83 per cent which indicates that banks profit has incresed on each unit of
money invested by common stock. In overall terms profitability performance of the bank has improved over study
period.
Under liquidity performance of the bank, Real net loans to total asset ratio is 64.10 per cent in 2011 which
increased to 67.02 per cent in 2012. After 2012 there was a gradual decrease in the ratio of the bank and reached up
to 64.40 per cent in 2015. This has resulted as an increase in the liquidity of the bank in 2015 as compared to 2012
ratios. But when 2015 ratio is compared to 2011, it shows that there no improvement in the liquidity aspect of the
bank resulting as similar liquidity risk as of 2011. Real Liquid asset to customer deposit ratio is 18.11 per cent in
2011 and decreased to 10.11 per cent in 2012. It again increased in 2013 to 13.24 per cent. In 2015 it settled on
11.68 per cent. In this regard, liquidity has declined in 2015 as compared to the ratio of 2011. So the percentage of
deposits to meet sudden withdrawals has declined as compared to the ratios of 2011 which results as decrease in
liquidity performance of the bank. Real Net loans to total deposits and borrowings ratio is 88 per cent in 2011 and
reached to 91.26 per cent in 2015, which indicates that percentage of total deposits locked into non-liquid assets has
increased , resulting as increase in the liquidity risk of the bank. Thus analysis shows that there is no improvement in
liquidity performance of the bank.
Under credit risk performance real common equity to total asset ratio is 9.76 per cent in 2011 which
continuously improved to 11.59 per cent in 2015 resulting in the increase in the capacity of the bank to sustain asset
losses. Total equity to net loan ratio in 2011 is 4.34 per cent in 2011 and has decreased up to 3.50 in 2015 resulting
as a decline in the capacity of the bank to absorb loan losses. Impaired loans to net loan ratio is 3.53 per cent in
2011 which has declined to 1.83 per cent in 2015 resulting as an improvement in the ratio and increase in the
asset/credit performance of the bank. In overall terms, it is analyzed that profitability performance of the bank has
improved but liquidity risk has increased and credit risk has also improved so far.
Table 3. Performance analysis of AmIslamic Bank Berhad (%)
Year

Profitability Performance
RROA
RROE

Liquidity Performance
RNL-TA RLqA-CD RNL-TDB

Credit Risk Performance
RCE-TA RTE-LN RIL-NL

2011

1.29

46.15

64.10

18.11

88.00

9.76

4.34

3.53

2012

1.36

50.86

67.02

10.11

93.18

10.18

3.98

2.52

2013

1.33

56.17

65.03

13.24

93.83

10.34

3.65

2.03

2014

1.41

62.07

65.67

11.47

92.91

10.62

3.46

1.91

2015

1.53

67.83

64.40

11.68

91.26

11.59

3.50

1.83

Average

1.38

56.62

65.25

12.92

91.84

10.50

3.79

2.36

Bank Islam Malaysia; Under profitability analysis in table 4, RROA is 1.11 per cent in 2011which
increased to 1.14 per cent in 2012. After 2012 it declined in the subsequent years and reached to 1.01 per cent in
2015 resulting as a decline in the profitability performance of the bank in 2015 as compared to 2011. RROE is 15.81
per cent in 2011 and has increased to 21.46 per cent in 2015, resulting as efficient profitability performance of the
bank. Profitability performance of the bank is not much satisfactory but improving.
Under liquidity performance, real net loan to total asset ratio is 43.93 per cent in 2011 which continuously
increases in subsequent years and reaches up to 68.92 per cent in 2015, which resulted as an increase in the
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percentage of assets tied up in loans and an increase in the liquidity risk of the bank. Real liquid asset to customer
deposit ratio is 11.90 per cent in 2011 which declined to 6.62 per cent in 2015 which represents that there is a
decrease in the number of deposits to meet sudden withdrawals, resulting as decrease in the liquidity performance of
the bank. Net loans to total deposits and borrowings ratio is 49.33 per cent in 2011 which has increased to 78.74 per
cent in 2015 resulting as an increase in liquidity risk of the bank. The bank's liquidity risk as compared to 2011has
increased making the bank less liquid.
Under credit risk performance of the bank, real common equity to total assets ratio is 8.68 in 2011 which
has decreased up to 7.77 per cent in 2013. It improved in 2014 to 8.14 per cent but again decline up to 8.10 per cent
resulting as a decline in sustainability to sustain asset losses. Total equity to net loan ratio is 16.02 in 2011, which
continuously declined in subsequent years to 6.89 per cent in 2015 resulting as a decline in the capability of the bank
to absorb loan losses. Impaired loans to net loan ratio of the bank is 2.69 per cent in 2011 which decreased in
subsequent years to 1.11 in 2015 resulting in the increase in asset/credit performance of the bank. In overall terms, it
is analyzed that profitability performance of the bank is satisfactory but liquidity risk has increased and credit risk
has not improved much so far.

Year

Table 4. Performance analysis of Bank Islam Malaysia Berhad (%)
Profitability
Performance
Liquidity Performance
Credit Risk Performance
RROA RROE RNL-TA
RLqA-CD
RNL-TDB
RCE-TA
RTE-LN
RIL-NL

2011

1.11

15.81

43.93

11.90

49.33

8.68

16.02

2.69

2012

1.14

18.86

52.13

5.09

58.39

8.29

11.61

1.58

2013

1.13

21.14

55.45

9.67

61.23

7.77

9.68

1.20

2014

1.11

22.01

64.44

7.72

71.47

8.14

7.86

1.17

2015

1.02

21.46

68.92

6.62

78.74

8.10

6.89

1.11

Average
1.10
19.85
56.97
8.20
63.83
8.20
10.41
1.55
MUAMALAT Bank; Under profitability analysis in table 5, RROA is 0.73 per cent in 2011which showed a
parabolic pattern during the years 2011 to 2013, it again decreased in subsequent years and reached to 0.40 percent
in 2015. The analysis shows that bank management is not efficient in management of their assets to generate profit.
The Same pattern is observed on RROE as it is 13.36 per cent in 2011 and has declined to 7.47 per cent in 2015
resulting in a decline in overall profitability of the bank.
Under liquidity performance real net loan to total asset ratio is 39.05 per cent in 2011 and increased
continuously in subsequent years up to 59.79 per cent in 2015 making the bank less liquid every year. Real liquid
asset to customer deposit ratio is 39.87 per cent in 2011 which continuously declined in subsequent years to 6.28 per
cent in 2015 resulting in a decline in liquidity of the bank. Real net loan to total deposits and borrowings ratio is
44.16 per cent in 2011 which also continuously increased in the subsequent years and reached to 67.23 per cent in
2015, resulting in an increase in the liquidity risk of the bank. Liquidity performance of the bank has continuously
declined over the period and resulted as an overall increase in liquidity risk of the bank.
Under credit risk performance of the bank common equity to total asset ratio of the bank is 7.44 per cent in
2011. It was 8.27 per cent in 2015. As compared to 2011 it has increased, resulting as an increase in the capacity of
the bank to sustain asset losses. Total equity to net loan ratio of the bank is 13.99 per cent in 2011. It declined to
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8.91 per cent in 2015, resulting in a decline in the capacity of the bank in absorbing loan losses. Impaired loan to net
loan ratio of the bank is 5.29 per cent in 2011 which declined to 2.53 per cent in 2015, resulting as an increase in the
asset/credit performance of the bank. In overall terms it is analyzed that profitability performance of the bank has
declined, liquidity risk has increased and credit risk has declined as compared to 2011.
Table 5. Performance analysis of MUAMALAT Bank (%)
Profitability
Performance
Year

RROA

RROE

Liquidity Performance
RNL-TA

RLqA-CD

Credit Risk Performance

RNL-TDB

RCE-TA

RTE-LN

RIL-NL

2011

0.73

13.36

39.05

39.87

44.16

7.44

13.99

5.29

2012

0.34

6.92

44.25

24.18

49.95

6.82

11.02

4.92

2013

0.80

16.79

49.18

17.26

55.25

7.57

9.65

2.56

2014

0.76

12.68

59.32

5.48

67.11

8.70

10.04

2.74

2015
Average

0.40
0.60

7.47
11.45

59.79
50.32

6.28
18.61

67.23
56.74

8.27
7.76

8.91
10.72

2.53
3.61

CIMB Berhad; Under profitability analysis in table 6, RROA is 1.36 per cent in 2011, which has
continuously decreased during the subsequent years and reached up to 0.63 per cent in 2015 resulting decline in the
earnings from each unit of assets the bank holds. ROE is 54.82 per cent in 2011 which shows an increase in 2012
and 2013. But it drastically decreased to 33.96 per cent in 2015, resulting in a decline in financial performance and
profitability of the bank.
Under liquidity performance real net loans to total asset ratio is 61.24 per cent in 2011which increased in
2015 up to 62.89 per cent, resulting in a decline in liquidity of the bank. Real liquid asset to customer deposit ratio is
15.62 in 2011 which decline up to 9.24 in 2015, resulting in a decline in the liquidity of the bank. Real Net loans to
total deposits and borrowing ratio of the bank is 78.26 per cent in 2011 and increased in subsequent years up to
85.10 per cent in 2015 resulting as an increase in the liquidity risk of the bank.
Under credit risk performance of the bank, real common equity to total assets ratio is 8.95 per cent in 2011
and has slightly increased to 9.15 per cent in 2015, resulting in an increase in capacity of the bank to sustain losses.
Total equity to net loan ratio of the bank is 4.04 per cent in 2011which continuously declined in subsequent years to
2.94 per cent in 2015, resulting in the decline in the capacity of the bank to absorb loan losses. Impaired loans to net
loan ratio is 5.33 per cent in 2011 which has continuously decreased during the years and reached to 3.13 per cent in
2015, resulting in an increase in the asset/credit performance of the bank. In overall terms it is analyzed that
profitability performance of the bank has declined, liquidity performance has increased and credit risk is has
increased.
Table 6. Performance analysis of CIMB Berhad (%)
Profitability Performance

Liquidity Performance

Year

RROA

RROE

RNL-TA

RLqA-CD

RNL-TDB

Credit Risk Performance
RCE-TA

RTE-LN

RIL-NL

2011

1.36

54.82

61.24

15.62

78.26

8.95

4.04

5.33

2012

1.30

58.62

60.08

12.44

76.91

8.70

3.68

3.92

2013

1.24

59.63

61.59

12.81

80.51

8.42

3.38

3.24
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2014

0.77

37.69

62.30

11.86

82.11

9.27

3.26

3.17

2015

0.63

33.96

62.89

9.24

85.10

9.15

2.94

3.13

1.06

48.94

61.62

12.39

80.58

8.90

3.46

3.76

Average

Hong Leong Islamic Bank; Under profitability analysis in table 7, RROA is 0.55 in 2011 which increased
to 1.04 and 1.06 in 2013 and 2014 respectively representing an increase in the profitability of the bank. But in 2015
ROA again decline to 0.86 which represents a decline in profitability performance of the bank. RROE is 13.50 in
2011which has shown an increase in subsequent years up to 32.94 per cent in 2014, but it again slightly decreases to
28.57 per cent in 2015. In overall terms it is analyzed that represents that banks profitability performance has
improved as compared to 2011.
Under liquidity performance, real net loan to total asset ratio is 44.15 in 2011, which has continuously
increased in subsequent years and reached to 68.65 per cent in 2015 representing that the liquidity of bank has
declined and the percentage of assets tied up in loans has increased. Real liquid asset to customer deposit ratio is
36.01 per cent in 2011, which has drastically gone down to 6.35 per cent in 2014. In 2015 it has increased up to 8.93
but as compared to 2011, 2015 ratio is very less, representing a decline the liquidity of the bank. Net loan to total
deposits and borrowings ratio is 49.32 per cent in 2011which has continuously increased during the years and
reached up to 77.89 per cent in 2015 representing an increase in the liquidity risk of the bank.
Under credit risk performance of the bank, real common equity to total assets ratio is 7.11 per cent in 2011
which declined to 5.33 per cent in 2012. The ratio again showed an upward trend and reached up to 7.08 per cent in
2015 which represents that banks capability to sustain asset losses has not increased during the years. Real total
equity to net loan ratio is 9.30 per cent in 2011 which has continuously decreased during the years and reached up to
4.38 per cent in 2015 representing a decrease in the capacity of the bank to absorb loan losses. Impaired loan to net
loan ratio is 0.75 per cent in 2011 which increases in 2012 up to 1.85 per cent and again started declining in 2013
and 2014. It reached to 0.70 in 2015 representing an increase in the asset/credit ratio of the bank. In overall terms it
is analyzed that profitability performance of the bank is satisfactory, liquidity performance has declined and credit
risk has increased so far.
Table 7. Performance analysis of Hong Leong Islamic Bank (%)
Year

Profitability Performance
RROA
RROE

Liquidity Performance
RNL-TA RLqA-CD RNL-TDB

Credit Risk Performance
RCE-TA RTE-LN RIL-NL

2011

0.55

13.50

44.15

36.01

49.32

7.11

9.30

0.75

2012

0.51

16.03

54.91

13.67

61.76

5.33

5.83

1.85

2013

1.04

32.38

61.44

6.48

68.72

6.23

5.24

1.53

2014

1.06

32.94

65.66

6.35

76.72

7.07

4.89

1.35

2015

0.86

28.57

68.65

8.93

77.89

7.08

4.38

0.70

Average

0.81

24.68

58.96

14.29

66.88

6.56

5.93

1.24

Maybank Islamic; Under profitability analysis in table 8, RROA is 0.59 in 2011 and is increasing up to 1.21
in 2013. But it again showed a downward trend during the year 2014 and 2015 up to 0.99. This trend in ROA
represents that average RROA for the years has improved slightly representing the average increase in the financial
profitability of the bank but it is on decreasing trend from 2013 to 2015. The RROE is 35.11 per cent in 2011 and
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has doubled in a single year up to 70.11 per cent in 2012. RROE has shown a gradual increase after 2012 till 2015
representing efficient profitability of the bank. The profitability performance of the bank has improved.
Under liquidity performance, real net loan to total asset ratio is 61.17 in 2011 which has gradually
increased over the subsequent years and reached to 64.02 per cent in 2015, representing a decline in the liquidity of
the bank and also the percentage of assets tied up in loans has increased. Real Liquid assets to customer deposit ratio
of the bank is 15.69 per cent in 2011 and has decreased in 2015 up to 11.64, representing a decline in vulnerability
and liquidity of the bank to meet sudden withdrawals. Real net loan to total deposit and borrowings ratio is 78.60
and has continuously increased during the subsequent years up to 87.69 per cent in 2015, representing the
percentage of deposits in nonliquid assets has increased resulting in an increase in liquidity risk.
Under credit risk performance of the bank, real common equity to total assets ratio has increased during
the years, representing that capacity of the bank to sustain asset losses has increased. Total equity to net loan ratio
has shown downward trend since 2011to 2015 as 2.77 in 2011 and reached up to 2.15 in 2015, it represents that
capability of the bank to absorb loan losses has declined. Real Impaired loans to net loan ratio is 2.91 per cent in
2011, which has continuously declined during the years to 1.39 per cent in 2015, representing an increase in the
asset/credit ratio of the bank. In overall terms it is analyzed that profitability performance of the bank has increased
since 2011, liquidity performance has declined and credit risk performance has increased so far.
Table 8. Performance analysis of Maybank Islamic Berhad (%)
Profitability Performance

Liquidity Performance

Year

RROA

RROE

RRNL-TA

RLqA-CD

RRNL-TDB

RCE-TA

RTE-LN

RIL-NL

2011

0.59

35.11

61.17

15.69

78.60

7.97

2.77

2.91

2012

1.20

70.11

63.01

11.53

81.83

8.88

2.71

1.81

2013

1.21

76.41

63.47

12.15

81.24

8.52

2.49

1.51

2014

1.08

74.16

63.02

12.02

81.20

8.55

2.31

1.54

2015

0.99

71.57

64.02

11.64

87.69

8.97

2.15

1.39

Average

1.01

65.47

62.94

12.61

Conclusion

Credit Risk Performance

82.11
8.58
2.49
1.83
2015 as compared to 2011. A unique observation

This study aims to analyze the profitability,

analyzed in this study is that impaired loans to

liquidity and credit risk of eight Malaysian based

net loans ratio of all the banks has declined to

Islamic banks. The study has focused on banks

represent an improvement in the asset/credit

which are only dealing with Islamic instruments

performance of the bank. Islamic bank of

and working under the rule of Islamic shariah.

Malaysia have more asset base which makes

The study finds eight banks which deal with only

them less vulnerable to credit risk but it also

Islamic banking products are taken up for the

increases the liquidity risk as it is very difficult

analysis. The study covers a period of five years

to convert an asset into cash at a face value in

from 2011-2015. Relevant data were extracted

order to meet the cash demand of the depositors

from annual reports of banks available online.

and borrowers at a specific time of requirement.

The overall analysis of the banks reveals

All eight Malaysian banks are having high asset

that all Islamic banks are performing well in

ratio but its implication are obvious that for all
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the ratios under liquidity performance of the

Economics, Banking and Finance, 8(Oct-Dec 2012),

banks have not improved so far, resulting as

9–20.

increases in the liquidity risk of the banks.

2) Akhter, W., Raza, A., Orangzab, & Akram,

Hence, all the banks must improve their liquidity

M. (2011). Efficiency and Performance of Islamic

factor so as to make them swifter in converting

Banking?: The Case of Pakistan. Far East Journal of

their assets into cash to meet sudden cash

Psychology and Business, 2(2), 54–70.

demands of borrowers and depositors.

3) Al-tamimi, & Hassan, H. A. (2010). Factors

Notwithstanding the implications of the

Influencing Pereformance of the UAE Islamic and

study, the study is still subject to a number of

Conventional national banks. Global Journal of

limitations. The small sample of the study might

Business Research, 4(2), 1–9.

not depict a better view of the banks in Malaysia.

4) Bader, M., Shamsher, M., Ariff, M., &

Future studies might wish to examine a larger

Taufiq, H. (2008). Cost, Revenue, And Profit

sample for performance of Islamic banks.

Efficiency of Islamic versus Conventional banks:

Analysis on the performance of the banks in

International evidence using data envelopment

several countries may have revealed better

analysis. Islamic Economic Studies, 15(2), 23–76.

results for the performance of Islamic banking.

5) Badreldin, A. M. (2009). Measuring the

Hence, future studies may attempt to uncover all

Performance

the loopholes.

Conventional Ratios.

II.

of

Islamic

Banks

by

Adapting
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