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Abstract

Assess the Financial Performance of Islamic and Conventional Banks
Using Financial Indicators

This study aimed to assess the financial performance of Islamic and
conventional banks in Palestine. This is achieved through the comparison made using
several financial indicators as: liquidity, profitability, activity and marketing. The study
compared the conventional banks operating in Palestine, the Arab Islamic Bank, to four
other conventional banks as Bank of Palestine Itd, Palestine Investment Bank, the
Commercial Bank of Palestine and Bank of Jerusalem for the period between (2006-
2010). The descriptive analytical method was used to calculate the mean and the
standard deviation of the indicators that relates directly to the current study. In addition,
the statistical program SPSS especially the t-test was used to analyze the differences
between the financial indicators of both groups of banks.

The study results showed the following:

The Islamic banks conserves a highly liquidity compared to that in the conventional
banks, Legal liquidity in the Islamic banks is less than legal liquidity in the conventional
banks, Profitability indicators show that the Islamic banks are less profitability than the
conventional banks, The activity indicators in the Islamic banks are higher than the
activity indicators in the conventional banks, Different results were found in relation to
marketing indicators, whereas some Islamic banks showed decreasing in those
indicators, others showed an increasing in them compared to the conventional banks.

The study was concluded with a group of significant recommendations. These can
be summarized as follows: It is necessary for the Islamic banks to reduce its liquidity by
using it in investment. Besides, these banks should develop new investment methods to
increase its revenue rates, The Islamic banks should not only vary its banking services,
but also attempt to limit its expenses. This helps in increasing its profitability levels and
activating all the Islamic finance methods rather than only concentrating on Al-
Murabaha formula, It is essential for the Islamic banks to increase their customers'
awareness about the importance of the Islamic banking services. This would assist in
attracting more customers, It is important for the Islamic banks to adopt the idea of
integration between themselves. This would not only increase their capability to
compete the conventional banks, but also contribute in enhancing the value of the
Islamic banking.
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