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ABSTRACT

This study which is entitled "Role of the financial analysis in Evaluating the
Islamic Banks Performance" highlights the role of the financial analysis in
evaluating the banking performance.

The study aims to investing how to use the financial analysis in evaluating the
financial performance of the Islamic bank in addition to a satisfactory explanation
of the financial analysis tools used in evaluating the banking performance in general.

The study problem is manifested in possibility of providing the information
required by the financial analyst to evaluate the financial performance in banks,
specially, if the analyst is from the external body and even if these pieces of
information provided, are indices provided by the financial analysis sufficient for
evaluating all aspects of the banking performance?

To achieve the study objectives, the following hypotheses are formulated:

1. The financial statements (the financial center statement, the income statement,
the monetary flows statement) are not reliable in evaluating the Islamic banks
performance before conducting the financial analysis.

2. Conducting of the financial analysis regarding the financial statement of the
Islamic banks periodically, results in specific indices assisting in determining
the periodical characteristics and changes of performance.

3. The financial analysis can be considered as a base of evaluating the Islamic
banks performance.

In order o test the validity of these hypotheses, the financial analysis of the
financial statement of the Faisal Islamic bank from (2002 — 2006) was conducted
and consequently, the investment, profitability and liquidity induces were obtained
and, therefore, the researcher has come out with a number of results and
recommendations.

The study has come out with the following results:-

1. Faisal Islamic Bank outputs are a group of the financial statements
manifested in the income statement, the balance sheets and other
statements. The statement of the financial centre clarifies the
resources and uses, the income statement demonstrates the reserves
and expenditures, while the result represents the difference between
the net profit and loss, but these statements don't enable making
evaluation of all aspects of performance unless their items are
connected with indictors of the financial analysis.

2. The liquidity indicators provide information on the bank liquidity
position which let the bank identify its position regarding
requirements of withdrawal on deposits and if there is surplus
liquidity to be made use of and to be geared towards contribution to
the total revenues of the bank. The optimum method of
reconciliation between the two objectives of quality and profitability
rest in suing the financial analysis indicators and therefore, we can



say the financial analysis meets the requirements of evaluation of

the bank performance.
The study has also arrived at a number of the following

recommendations:-

l.

Disclosures of the financial statements and the attached
clarifications, of the organizations in the banking sector, in a way
enables any financial analyst to conduct the financial analysis easily
and without referring to other information considered fundamental
in the financial analysis.

The banks which employ the best method of evaluating their
performance or comparing it in different periods of time should use
the financial analysis as a basis through the liquidity indicators, the
profitability and investment indicators and others.
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