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Towards building a model of non performing loans risk provision in Islamic
banks - case study of the Algerian bank Al Salam for the period 2013-2017
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Abstract:

The objective of this study is to identify the forecasting of non- performing loans risk in Islamic
banks by linking the dependent variable (the institution's default) with the independent variables (accounting
ratios and non-accounting ratios), and the ability of these variables to distinguish between performing and
non- performing loans, the researcher use A sample of twenty institutions that seek funding from Al Salam
Bank in Algeria, half of them is performing and the other not. We have concluded that the model in which
accounting and non-accounting variables are used allows the provision of a high degree of quality. Also,
ratios capable allows the provision of the risk of faltering and debt which are: the type of funding received,
the security given to the bank, the age of the institution type, the rate of return on assets and cash to
turnover.

Keywords: Non-performing loans, Accounting variables, non-Accounting variables, Discriminat analysis,
Islamic banks.
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Variables Entered/Removed®®*

Wilks’ Lambda

Exact F

Step Entered Statistic dfl df2 df3 Statistic dfl df2

1 L2 ,906 1 1 63,000 6,498 1 63,000

2 R1 ,824 2 1 63,000 6,619 2 62,000 ||

Variables Entered/Removed™®***

Wilks’ Lambda

Exact F

Step Sig.

1 013

2 002

At each step, the variable that minimizes the overall Wilks’ Lambda is entered.*™*¢

a. Maximum number of steps is 44.
b. Maximum significance of F to enter is .05.

¢. Minimum significance of F to remove is .10.
d. F level, tolerance, or VIN insufficient for further computation.

SPSS cﬁbj’ C)l:-); Z)M-L‘
P el D13 SMelas 104 43, Jgundl

Canonical Discriminant Function Coefficients

Function
1
R1 6,838
L2 0,897
(Constant) -2,040

Unstandardized coefficients

SPSS ity o : sl
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Classification Results®®

Predicted Group Membership
s gall el 5_fiaia de s Aalis Foni 3 Total
Original Count 8 yiaia A e 14 11 25
Al A5 5 37 42
% 3 yinia dussse 56,0 44,0 100,0
Sl S5 11,9 88,1 100,0
v n RIS
valiga(tjsgb coun T 14 11 25
Aatlas A 30 7 35 42
% 8 _yixia duss 5 56,0 44,0 100,0
S S e 16,7 83,3 100,0

a. 76,1% of original grouped cases correctly classified.
b. Cross validation is done only for those cases in the analysis. In cross validation, each case is classified by the functions derived
from all cases other than that case.

c. 73,1% of cross-validated grouped cases correctly classified.

SPSS el w2 -yl

OLAP Cubes®:06 43, Js

0= 33l N Mean Std. Deviation Minimum Maximum
Discriminant Scores from
] . 25 -,5754190 ,61443658 -1,43976 ,72586
Function 1 for Analysis 1
1= Al N Mean Std. Deviation | Minimum [ Maximum
Discriminant Scores from
] . 42 ,3140051 1,17757356 -1,36202 4,16409
Function 1 for Analysis 1
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Wilks' Lambda
Exact F
Step Entered Statistic | dfl | df2 df3 Statistic | dfl df2 Sig.
1 adle Juasiall ygaill ¢ 5 , 7129 1 1 63,000 23,390 1 63,000 ,000
2 pdiall Glanall & g3 ,611 2 1 63,000 19,713 2 62,000 ,000
3 A gall jee ,509 3 1 63,000 19,647 3 61,000 ,000
4 Bl ,463 4 1 63,000 17,401 4 60,000 ,000
5 R1 421 5 1 63,000 16,203 5 59,000 ,000
Ateachstep, the variable thatminimizes the overallWilks' Lambda isentered.
a. Maximum number of stepsis 56.
b. Maximum significance of F to enteris .05.
¢. Minimum significance of F to removeis .10.
SPSS zaby o2 1 juall
P el W13 SMalas 108 43, Jgundl
Canonical Discriminant Function Coefficients
Function
1
R1 -4,052
B1 -4,752
pall laall & g5 1,039
dsssall o -0,110
e Jeasidl Jy el ¢ 3 1,263
(Constant) -2,595
Unstandardized coefficients
SPSS ln ol el
oLAP Cubes® 09 3 Jsun
0= U"'-““I Mean Std. Deviation Minimum Maximum
Discriminant Scores fromFunction 1 for Analys? 1,4592326 1,11906296 74688 3,27167
I=4aldl  Mean Std. Deviation Minimum Maximum
Discriminant Scores fromFunction 1 for Analys? - 8648607 92147090 2.91877 56253
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