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ABSTRACT

Off-­balance   sheet   activities   in   banking   generate   different   impact  

balance  sheet  activities  towards  bank  risks  as  well  as  to  compare  their  

lead  to  different  treatment  of  off-­balance  sheet  activities  in  controlling  
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INTRODUCTION

Malaysian  Banking:  The  Dual-­Banking  Systems

.

income  for  each  transaction  while  Islamic  banks  hold  on  the  concept  of  

Shari’ah

The  main  concern  in  Shari’ah

“Those  who  devour  interest  will  not  stand  except  as  he  stands  

who  has   been  driven   to  madness   by   the   touch  of   Satan  …  

Allah  has  permitted  trade  and  forbidden  interest  …  Allah  will  

deprive  interest  of  all  blessing”  (2:275-­6)

“O  you  who  believe!  Fear  Allah,  and  give  up  what  remains  of  

your  demand  for  interest,  if  you  are  indeed  believers.  If  you  

do  not,  take  notice  of  war  from  Allah  and  his  Messenger.  But  

if  you  turn  back,  you  shall  have  your  capital  sums:  deal  not  

unjustly  and  ye  shall  not  be  dealt  with  unjustly”  (2:278-­279)

sheet   transaction   to   off-­balance   sheet   transaction.   This   is   known   as  
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the   same   market   leads   Islamic   and   conventional   banks   to   similar  

prohibited  in  Islamic  principle2

fee-­based  activities  and  the  risk  management.  The  former  motivation  

2
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Off-­balance  Sheet  Activities  and  Risks

balance  sheet  activities  to  the  off-­balance  sheet  activities.  Off-­balance  
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With  regards  to  differences  and  similarities  between  Islamic  and  

LITERATURE  REVIEW

new  evidence  on  the  determinants  of  bank  risk  related  to  non-­interest  
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paper  establishes  that  banks  with  loan  commitments  have  lower  assets  

activities  with  net-­interest  margin.  

as  compared  to  low  risk  bank.
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and  conventional  banks.  

Islamic  banks  on  the  other  hands  are  not  allowed  to  be  involved  

sukuk

to   sukuk

also  important  to  note  that  sukuk

sukuk

sukuk
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METHODOLOGY

Data

the   difference   between   Islamic   and   conventional   banks   in   terms   of  
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Table  1:

Sheet  

Characteristic

Mean

Total  Off  
0.0000

0.0000

0.0000

Committed  

Credit  Lines
0.0000

Other  

Contingent  

Liabilities

0.0000

Table  2:

Sheet  

Characteristic

Mean

Total  Off  

Sheet

0.0000

0.0000

Reported   0.0000

Committed  

Credit  Lines
0.0000

Other  

Contingent  

Liabilities

0.0000
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Variables

Table  3:

Variables

assets

Total  capital  ratio

Lines

Other  Contingent  Liabilities  

Liabilities

otherwise

METHODOLOGY

the  model  estimation.
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Bank  portfolio  risks  =  ƒ  (Off-­balance  sheet  activities,  Type)

Bank  portfolio  risks
it 0   1  

G
it   2  

A
it   3  

CCL
it   4  

OCL
it   5  

Type
it   it

RESULTS  AND  DISCUSSION

Three  estimations  have  been  made  to  test  the  effect  of  off-­balance  sheet  
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CONCLUSION

between  Islamic  banks  and  conventional  banks.
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