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The Impact of Basel 111 on the Financial Performance and the
Investment Instrument Risks of Islamic Banks

A Case Study of (The Islamic Bank of Jordan)

Abstract:

The nature of the work of banks makes them more affected to financial
crises and risks that may arise from their operations, and therefore
established international committees to study the risks, specializing in the
issuance of laws and instructions to be implimented by banks. To reduce
the impact of the risks on the financial industry. Basel International
Committee is the most important in this regard, since it has issued binding
legislation for banks in three stages.

These international regulations (Basel I, 11, and 11l) have had an impact on
most banks in the world in terms of their applicability. Since Most banks,
especially those in the Third World were not prepared to comply with the
decisions of the Basel Committee. This study is intended to introduce the
risks that surround the banking sector and the solutions created by the
Basel Committee to mitigate the risks. The study aimed to examine the
impact of the application of Basel Il legislation on financial performance
and on the risks of investment instrument (Credit Risks, Operation Risks,
and Market Risks) of the Islamic Banks in Jordan.This study was
conducted on Jordan Islamic Bank as a sample for the study which coverd
the period between 2008-2018. Statistical analysis methods and tests for
standard study models were used, descriptive methodology, correlation
analysis using Pearson correlation matrix, and regression models were used
to answer study questions and demonstrate the impact of the independent
variables of Basel Il legislation on financial performance and risks of
Islamic investment formulas.The results of this study showed that the
Jordan Islamic Bank shows a high level of adherence to the Basel Il
legislation, which had a positive impact in reducing the effects of risk, but
at the same time, the results showed some weaknesses surrounding the
work of the bank, and the existence of funds Maintaining them as reserves
without exploiting them in profitable investments on the Bank and its
investors.
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