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Abstract:

This study aimed to know how to manage non —preforming loans in Islamic
banks from the theoretical aspect of Islamic banking and to address the various
related concepts. The applied study was conducted on Al Baraka Banking Group,
aiming to identify the main procedures used to manage non- performing loans and
to determine the extent groups success in risk management.

The study reached a number of results, the most important of which is that
Islamic banks provide several services in light of Islamic rules that prohibit interest,
whether taking or giving, which makes them more vulnerable to the risks of non-
performing loans despite caution and care, to manage the latter, Islamic banks
apply several procedures and policies, and Al Baraka Banking Group needs

extensive experience in managing its non—performing loans.

Keywords: Islamic banks, bad debts, risk management, reserves, provisions.
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Najwa Hanisah Mohd Azmi, Sharifah Fairuz Syed Mohamad, Shahrina Ismail,
Titled Factirs Influencing Non— performing Loans between Islamic and conventional
Banks in Malaysia, International Journal of Managemnt, Finance and Accounting,
Vol 5,No 2,2024.

This study reveals the long-term effects of several variables on Non-
Performing Loans (NPLs) in Islamic banks (IBs) and conventional banks (CBs) in
Malaysia. Using theAutoregressive Distributed Lag (ARDL) technique, the study
supports a proactiveapproach and finds a persistent association between NPLs and

asset quality, loan quality, unemployment rate, and inflation rate. Using the ARDL



approach, the analysis coversthe monthly period from 2018 to early 2021. This
study aims to investigate NPLs at twodifferent times: before and after the COVID-
19 epidemic. The findings indicate that TheARDL model identifies Loan Quality 1
and 2 as significant influencers of NPLs in Malaysias CBs. At the same time, asset
quality and the unemployment rate show nosignificant impact. In contrast, IBs show
a strong positive correlation between AssetQuality and NPL, with economic factors
like the Unemployment Rate and Inflation Ratesignificantly affecting NPL, reflecting
the unique risk—-sharing nature of Islamic finance.These findings necessitate

improved risk management strategies in both banking sectors.
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