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The effect of the exchange rate change in
the liquidity of Islamic banks

Case study of Al Baraka Bank - Syria

Preparation : Dr.Motee™ Alshalaby
Lecturer in Banking & Insurance Department

Faculty of Economics — University of Damascus.

The study aimed to identifying the effect of the Syrian pound exchange rate on
the liquidity of Islamic banks. The two descriptive and quantitative analytical
methods were used in the study of the phenomenon under study during the
period (Q4 2010 - Q4 2018), using the statistical software EViews 10 to
analyze data using multiple regression method using common integration and
error correction model. The results showed that the liquidity ratio remains high
in Al Baraka Bank Syria during the crisis, and the decline of the Syrian
currency where the exchange rate exceeded the threshold of 500 SP against
the US dollar in 2016, and the existence of the impact of the exchange rate on
the volume of liquidity in Al Baraka Bank Syria with an explanatory strength of
57% . Based on the results, the researcher suggested directing the monetary
authorities to maintain the stability of the exchange rate by activating the use
of monetary policy tools (interest rates, issuance of bonds) to create a stable
environment and conditions for the performance of banking business, in
addition to the need for Islamic banks to invest their surplus liquidity and

diversify formulas Investment.

Key Words: Al Baraka Bank-Syria, Exchange rate, Islamic banks,

Liquidity.
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Dy Algdl D Ga daalgll Ldadall A Glull JKE) DA e
:2018-2015:2016-2013 55l s zeanly o e Gllb iy el
LS cduhall 38 P Aguall dpws A hTial Gisd Je Chpadl 5508 LDl LS
o Ll OIS dug ol 55l Algs 5 By P Capall e A hauY)
s ol e )l Capal) e iy aleid) (S50l dyjpe Cipean )
(2016-2013) sl Pla Ussale lelin)) 2gs sl

sl Slasy) Caagl slad,

) i Slasy) Chagl V) (2) o) Jsaall maas

tAuhall el Slasy) Chagl) 1/ 2 / 48 Jeaal

LIQ EXCH
04.25313 254.4813 Mean
89.95000 194.5500 Median
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170.8000 500.1000 Maximum
54.20000 47.10000 Minimum
25.42310 177.4884 Std. Dev.
1.269434  0.253210 Skewness
5.178214 1.377231 Kurtosis
14.92062 3.853120 Jarque—Bera
0.000575 0.145648 Probability
(Eviews 10 ) hasy) malipll cilajie o slae¥l Gald) slae) : jaadl

5 odlel Sl (2) A dsaall P (e ey

177 038 (g)luna Cahailis duygm 538 254 Copall jaud loall Javgiall &1y -
Aledd) Adlasy) dadl) i LS 500.1 A g el cialy dg doysu 5]
b i s 0.05 e ST A 0.15 AW D sSls sy
Cialy 8y %25 )38 (glume Cibailiy %94 Ugad) dundd Sleal) Tl ol -
b sSla HladY Abld)l llaay) dadl i WS %170 4 dad o
aiiall el s 3 a2 (A 0.05 e sl 225 0.0005 dall
b ) abisat o 3 Y OIS 38 (Agadl) Luiall aule i g Y 4l Ly
el ileslll 2] clilall (uilas Glacaly ¢ oanla gy s O5S dad e )
3l an el Slasy) Caagl) maasy V) (3) by dsaally L apal
taile ol
HAaainle sl Axally Auhall cilrid SlasY) Caagli 1/ 3/ ady Jsaal
LOGLIQ LOGEXCH
4.514103 5.227143 Mean
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4.499246  5.267189 Median
5.140493  6.214808 Maximum
3.992681 3.852273 Minimum
0.252780 0.863630 Std. Dev.
0.324508 -0.265753 Skewness
3.638486  1.583829 Kurtosis
1.105180 3.050719 Jarque—Bera
0.575457 0.217543 Probability

(Eviews 10 ) lasy) malipll cilajie o slae¥l cald) slae]  jaadl)

ey Guaitiall AT anda g 25ag Gl (3) o) Jeanll DA (e

2aaal o) hiad laal luala

i le sl aally Alpud) A i Llas) zi5 2/ 4/ 3y Jgaal

Null Hypothesis: D(LOGLIQ) has a unit root
Exogenous: Constant

Lag Length: 0 (Automatic — based on SIC, maxlag=7)

Prob.*  t-Statistic

0.0003 -5.081416 Augmented Dickey—Fuller test statistic
-3.670170 1% level Test critical values:
-2.963972 5% level
-2.621007 10% level

g M\Adﬂ\ Godll aie ) gl Genatiall Jsaal) C\)ﬁ‘é:dlé@ﬁ@\-é—d\ BB J}A;G\J.\‘\({.'\Z
& il Nie Elua
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*MacKinnon (1996) one-sided p-values.

(Eviews 10 ) Loy zelinll Cilajie e sl Gall) sael 1 jaal

Gl vie e Al o i G Gl (4) B Jeaal) DS e iy
0.05 oo Jif 25 0.0003 Glleia¥) el cialy Cus JsY)

:E\Jj:md\

Null Hypothesis: D(LOGEXCH) has a unit root

Exogenous: None

Lag Length: 0 (Automatic — based on SIC, maxlag=7)

Prob.*  t-Statistic

0.0384 -2.073734 Augmented Dickey—Fuller test statistic

-2.644302 1% level Test critical values:
—-1.952473 5% level
-1.610211 10% level

*MacKinnon (1996) one-sided p-values.

(Eviews 10 ) Slasy) malinll cilajia o slae¥l cald) slae]  jaadl)

0.05 e Ji1 ;25 0.0384 ddlanl) Ll cialy Cum JY)

Gy isall JalSill adas (e Jo¥) @l die Gojiise oyl O Lag
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Clgll miagi g el slalill 878 dijee ag @isall JelSl ) Jeaal J8
cas Y (6) o) dsaally caulill yuial) b Joiadd) juanall A 4l deass (53
fstiall shalall culyid ane ladl) ik

tobial) shlall culpd sae jlodl x5l 1/6 [ a8 Jsan)

HQ sC AlC FPE LR LogL Lag
8.105228 8.232286 8.045460 10.69849 NA -116.6819 0
-2.926135* -2.672018* -3.045670* 0.000164* 295.3027* 53.68505 1
-2.694362 -2.313186 -2.873664 0.000196 2.271864 55.10497 2

(EvieWS 10 ) L‘;\LA;}I\ el alayiae e olaeYh Galll slae) 1 juadll
el aliee Glab 1 s ) ghalall i sae G Gilad) Jsaall e gy

sl i)l Jalsall laal slel

i) G sl QS stz 1) 7 [ sy Jsaal

Unrestricted Cointegration Rank Test (Trace)
0.05 Trace Hypothesized
Prob.**  Critical Value  Statistic  Eigenvalue No. of CE(s)

0.0015 15.49471 24.78031  0.553807 None *
0.4502  3.841466 0.570169 0.018826 At most 1

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

0.05 Max—-Eigen Hypothesized
Prob.**  Critical Value  Statistic  Eigenvalue No. of CE(s)
0.0010 14.26460 24.21014  0.553807 None *
0.4502  3.841466 0.570169 0.018826 At most 1

(Eviews 10 ) Slasy) malipll clajia e slaie¥h Galll slae] @ juadl
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el Cp iide JalSs ADle dia G il (7) &) dsaadl DA (e oy
sk D s G il Gl G Loy ¢ cadaall 20l Ladlly V) GHlaa) covs
) o z3sas o (S ccriall & JaY]

rluiall JalSall - 3gas el slialh

et maaa 7 38 il Y (8) ) Jsaall sy

ol s g il 1/ 8/ A8y Jsaad)

Standard errors in () & t-statistics in [ ]

CointEql Cointegrating Eq:
1.000000 LOGLIQ(-1)
0.418651 LOGEXCH(-1)
(0.04001)
[ 10.4641]
-6.699237 C
D(LOGEXCH) D(LOGLIQ) Error Correction:
-0.092000 -1.094094 CointEql
(0.13292) (0.20523)
[-0.69216] [-5.33100]
0.072375 0.633066 D(LOGLIQ(-1))
(0.11515) (0.17779)
[ 0.62854] [ 3.56067]
0.338471 0.231837 D(LOGEXCH(-1))
(0.19438) (0.30013)
[1.74133] [ 0.77247]
0.062399 -0.220573 C
(0.03917) (0.06049)
[ 1.59292] [-3.64673]
-0.036311 0.530213 D1
(0.07453) (0-11507)
[-0.48724] [ 4.60770]
-0.044947 0.702812 D2
(0.09460) (0.14608)

[-0.47510] [4.81130]

0.486249 0.565498 R-squared
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0.379217 0.474976 Adj. R-squared
0.125003 0.298021 Sum sq. resids
0.072170 0.111434 S.E. equation
4.543047 6.247120 F-statistic
39.64102 26.60867 Log likelihood
-2.242735 -1.373911 Akaike AIC
-1.962495 -1.093672 Schwarz SC
0.073910 0.001237 Mean dependent
0.091598 0.153790 S.D. dependent

6.42E-05 Determinant resid covariance (dof adj.)

4.11E-05 Determinant resid covariance

66.36835 Log likelihood

-3.491224 Akaike information criterion
-2.837332 Schwarz criterion
14 Number of coefficients
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Inverse Roots of AR Characteristic Polynomial
15

1.0 |

0.5
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1.5 T T T T T
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tloall canall agill Hlodl 3l 1 /9 [ 8y Jeanl)

Prob. df Jarque-Bera Component
0.3708 2 1.983975 1
0.2850 2 2.510372 2

0.2158 9  11.95564 Joint

(Eviews 10 ) (Slasy) zelind) cilajyia o slaeVl Gald) slac) 1 jaadl)
25 0.2158 AL ddlaay) dadll & sldl (9) o) Jsaall DA e oy
sl Ly g5 ol (8 WLy 0.05 o S
sl A Bl i) w5t Y (10) &) Jdsaad) sy LS
paflsal o IR Bl Y jLas) &3 /10 / 3y Jsand)

Prob. df Rao F-stat Prob. df LRE* stat Lag
0.0546 (4, 42.0) 2.529619 0.0544 4 9.281544 1

(Eviews 10 ) Slasy) malipll clajia e slaie Yl bl slae] @ juadl
25 0.0546 AU adlaay) dadll & Gl (10) a8y dsoad) DA (e oy

LI Bl Y Al e Sla3 Y ) Gl Nl 0.05 e S
t gl okl <l aae sl i SY) (1) o8y Jganll ag gl g
Ploll bl uld aae sl il 211/ 68y Joaal)

Prob.  df Chi-sq
0.2533 24 28.16142

(Eviews 10 ) Slasy) malipll clajia e slaieYh Ealill slae] 1 juaql
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LOGEXCH LOGLIQ S.E. Period
0.000000 100.0000 0.111434 1
1.605886 98.39411 0.128317 2
12.31390 87.68610 0.140564 3
22.81742  77.18258 0.160218 4
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