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Determinants of Partnership Financing in GCC Islamic Banks
during 20052016-: An Empirical Study using Dynamic panel
data Model

Abdulhadi A. Tashkandi

PhD student, College of Islamic Economics and Finance, Umm Al Qura University — Makkah

Prof. Dr. Mouldi A. Al Jelassi

Professor at college of Islamic Economics and Finance, Umm Al Qura University — Makkah

Abstract

The Partnership Financing (PF) in Islamic banks is considered one of the most
important forms of investment of funds in Islamic jurisprudence. Hence, the
Profit and Loss Sharing (PLS) constitutes a theoretical base of the Islamic
banking’s intermediation activity which is characterized by mobilizing
and utilizing financial resources in participatory assets. This paper aims at
determining the nature and variables of the modes of Partnership Financing
(PF) used by the Islamic banks in the GCC countries. Subsequently, the paper
measures the impact of the PF economic and financial variables through an
empirical study on a sample of 24 full-fledged Islamic banks during the period
from 2005 t0 2016 in 5 GCC countries. The findings suggest positive impact for
the size of the bank and the capital adequacy ratio on the volume of Financing
through partnership modes. Additionally, the increase in the volume of debt
financing occurs on the account of PF and a positive impact on inflation. At
the same time, it has been found existence of a negative relationship between
PF and the governance variable.

Keywords: Partnership financing, Mudharaba, Islamic Banks, GCC Islamic
Banks
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DEPOSIT 8.03 0.124
LOANS 7.85 0.127
ROA 2.09 0477
CAR 1.98 0.506
ASSETS 1.87 0.534
SB 1.79 0.560
INDBD 1.68 0.594
BDS 1.53 0.651
GDP 1.49 0.671
CASH 1.28 0.782
INF 1.18 0.850
PSIA 1.14 0.875

Mean VIF 2.66
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