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Abstract

This study aims to analyze the impact of the deposit structure on the
profitability of Islamic banks during the period 2012-2022. The study
sample consists of 31 Islamic banks operating in Irag, Jordan, and Saudi
Arabia. Panel data models were employed, including the Pooled
Regression Model, the Fixed Effects Model, and the Random Effects
Model.

The results indicate that current deposits constitute the largest share
of the deposit structure in Iragi Islamic banks on average. Additionally,
the findings reveal a significant negative impact of the current deposit
ratio on the profitability of these banks. This can be attributed to the fact
that Islamic banks hold a large proportion of demand deposits, which can
be withdrawn at any time. Islamic banks guarantee the repayment of the
principal amount of these deposits, and account holders are not entitled to
a share of the profits. Consequently, Islamic banks tend to invest only a

small portion of current deposits.

Conversely, the study finds a significant positive impact of both the
savings deposit ratio and the investment deposit ratio on the profitability
of Islamic banks. The study recommends that Islamic banks adopt
strategies to attract more deposits, particularly investment deposits, due to
their stability and flexibility in investment. These deposits can be utilized
in  medium- and long-term investments, providing additional

opportunities to enhance profitability.

Keywords: Deposit structure, Bank profitability, Current deposits,

Investment deposits, Panel data models.
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