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FINANCIAL PERFORMANCE OF ISLAMIC BANKS AND CONVENTIONAL 

BANKS IN MALAYSIA: A COMPARATIVE STUDY 

ABSTRACT 

This paper has analyzed and compared the financial performance of Islamic banks and 

conventional banks in Malaysia. This study is useful for depositors, bank managers, 

shareholders, investors, regulators and researchers in order to provide a true picture of 

Islamic banks and conventional banks financial condition. Study has been conducted in 

term of profitability, liquidity, risk and solvency and efficiency for five years period 

from 2008 to 2012. Study was taken only for five years period due to some of Islamic 

banks chosen was just started the operation e.g. CIMB Islamic (2003), Maybank Islamic 

(2008) and AmIslamic (2006). Data had been generated from income statement, balance 

sheet and notes to the accounts of the banks’ annual reports. The sources of banks’ 

annual reports are from the websites of the banks and also Bloomberg. This study had 

selected six Islamic banks and six conventional banks established in Malaysia, which 

includes Bank Islam (M) Berhad, Bank Muamalat (M) Berhad, Bank Kerjasama Rakyat 

(M) Berhad, Maybank Islamic Berhad, CIMB Islamic Bank Berhad, AmIslamic Bank 

Berhad, Affin Bank Berhad, CIMB Bank Berhad, Malayan Banking Berhad, Ambank 

(M) Berhad, HSBC Bank (M) Berhad and Hong Leong Bank Berhad. The list of 

conventional banks and Islamic banks is obtained from Bank Negara Malaysia’s (BNM) 

website.  The significant of data has been determined using independent sample t-test 

and one-way ANOVA analysis. Study has concluded that Islamic banks are less 

profitable, less liquid, more risky but more efficient in managing the operating expenses 

to generate revenue as compared conventional banks.  

Keywords: islamic banks, conventional banks, comparative study, financial 

performance, profitability, liquidity, risk and solvency, efficiency, malaysia  
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PENCAPAIAN KEWANGAN BANK ISLAM DAN BANK KONVENSIONAL DI 

MALAYSIA: KAJIAN PERBANDINGAN 

ABSTRAK 

Kertas ini menganalisis dan membandingkan pencapaian kewangan bank Islam dan 

bank konvensional di Malaysia. Kajian ini berguna kepada pendeposit, pengurus bank, 

pemegang-pemegang saham, pelabur, penggubal undang-undang dan pengkaji untuk 

memberikan gambaran sebenar keadaan kewangan bank Islam dan bank konvensional. 

Kajian telah dijalankan dari segi keuntungan, kecairan, risiko dan kesolvenan dan 

keefisienan untuk tempoh lima tahun dari tahun 2008 hingga 2012. Kajian hanya untuk 

tempoh lima tahun disebabkan beberapa buah bank Islam yang dipilih baru memulakan 

operasi sebagai contoh CIMB Islamic (2003), Maybank Islamic (2008) dan AmIslamic 

(2006). Data telah didapati dari penyata kewangan, kunci kira-kira dan nota-nota kepada 

akaun yang telah dilaporkan dari laporan tahunan bank-bank terbabit. Sumber laporan 

tahunan bank-bank terbabit diperolehi daripada laman sesawang bank dan juga 

Bloomberg. Kajian ini telah memilih enam bank Islam dan enam bank konvensional 

yang ditubuhkan di Malaysia, yang mana termasuk Bank Islam (M) Berhad, Bank 

Muamalat (M) Berhad, Bank Kerjasama Rakyat (M) Berhad, Maybank Islamic Berhad, 

CIMB Islamic Bank Berhad, AmIslamic Bank Berhad, Affin Bank Berhad, CIMB Bank 

Berhad, Malayan Banking Berhad, Ambank (M) Berhad, HSBC Bank (M) Berhad dan 

Hong Leong Bank Berhad. Senarai bank Islam dan konvensional diperolehi daripada 

laman sesawang Bank Negara Malaysia (BNM). Kepentingan data telah ditentukan 

dengan menggunakan ujian ‘independent sample t-test’ dan analisis sehala ANOVA. 

Kajian telah menyimpulkan bahawa bank Islam adalah kurang menguntungkan, kurang 

kecairan, lebih berisiko tetapi lebih efisien dalam menguruskan perbelanjaan operasi 

untuk menghasilkan pendapatan jika dibandingkan dengan bank konvensional. 

Kata kunci: bank islam, bank konvensional, kajian perbandingan, pencapaian kewangan, 

keuntungan, kecairan, risiko dan kesolvenan, keefisienan, malaysia 
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CHAPTER ONE 

INTRODUCTION 

1.1 Background of the study 

Islamic banking in Malaysia has been set up in 1983 and had regulated under Islamic 

Banking Act 1983. However, Islamic banking in other countries had started the business 

from 1963 which mainly in Middle East and Asian regions. Islamic banking aims to 

provide products and services approved by Islam. In Malaysia, Islamic banking hand-in-

hand with conventional banking but the Islamic banking products offered are not 

restricted only to Muslims. Thus, this had created a bigger opportunity for Islamic 

banking to grow. In order to ensure Islamic bank in Malaysia operate under Shariah 

principles, the bank is compulsory to appoint Shariah Advisory to monitor the whole 

banking system. Gradual development of Islamic banking had created a competition 

among Islamic and conventional banks. Since Islamic banks offered products under 

Islamic principles, most of Muslim preferred Islamic banks rather than conventional 

banks. Currently, even non-Muslim prefer Islamic banking as the banks starting to offer 

an attractive products and services. However, some people still in doubt and argued on 

Islamic banks’ performance as compared to performance of conventional banks. 

Therefore, the performance comparison between Islamic and conventional banks is aim 

to shows in this study. 
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