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ABSTRACT  

Banks can be$ said to be$ able$ to manage$ ope$rations we$ll whe$n the$re$ is an 
incre$ase$ in profit. This re$se$arch goal is to inve$stigate$ the$ e$ffe$ctt of solve$ncy, 
liquidity, and capital ade$quacy on profitability, with firm size$ se$rving as a 
mode$rating variable$. The$ re$se$arch focuse$s on Islamic banks worldwide$ for the$ 
pe$riod 2019-2023. A quantitative$ approach using a causality me$thod was 
e$mploye$d. The$ study population is compose$d of 188 me$mbe$rs of the$ Islamic 
Financial Se$rvice$s Board, and the$ sample$ was se$le$cte$d using purposive$ 
sampling, re$sulting in 19 Islamic banks. Data analysis was conducte$d using 
pane$l data re$gre$ssion, which ble$nds cross-se$ctional and time$ se$rie$s data. The$ 
findings show that, individually, solve$ncy and capital ade$quacy significantly 
affe$ct the$ profitability of Islamic banks globally, while$ liquidity doe$s not. In 
contrast, whe$n conside$re$d toge$the$r, solve$ncy, liquidity, and capital ade$quacy 
significantly influe$nce$ profitability. Firm size$ mode$rate$s the$ e$ffe$ct of solve$ncy on 
profitability, but doe$s not mode$rate$ the$ e$ffe$cts of liquidity and capital ade$quacy 
on the$ profitability of Islamic banks worldwide$. The implications of this 
research indicate that Islamic banks need to pay attention to solvency and 
capital adequacy to increase profitability. Liquidity that does not have a 
significant effect indicates the need for a more optimal management strategy. In 
addition, firm size can strengthen the influence of solvency on profitability, so 
that expansion and growth strategies are important for Islamic banks in 
increasing their competitiveness. 

Kata Kunci: 
Profitabilitas, 
Solvabilitas, Likuiditas, 
Ke$cukupan Modal, 
Ukuran Pe$rusahaan  

ABSTRAK  

Bank dianggap mampu me$nge$lola ope$rasionalnya de$ngan baik 
ke$tika laba me$ngalami pe$ningkatan. Pe$ne$litian ini be$rtujuan untuk 
me$nganalisis pe$ngaruh solvabilitas, likuiditas, dan ke$cukupan 
modal te$rhadap profitabilitas, de$ngan ukuran pe$rusahaan se$bagai 
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 variabe$l mode$rasi. Obje$k pe$ne$litian ini adalah bank syariah di 
dunia pe$riode$ 2019-2023. Pe$ne$litian yang digunakan adalah 
pe$ne$litian kuantitatif de$ngan pe$nde$katan kausalitas. Populasi 
me$ncakup 188 anggota Islamic Financial Se$rvice$s Board. Sampe$l dipilih 
me$lalui te$knik purposive$ sampling, me$nghasilkan 19 bank syariah 
se$bagai obje$k pe$ne$litian. Analisis data dilakukan me$nggunakan 
re$gre$si data pane$l, yang me$nggabungkan data time$ se$rie$s dan cross 
se$ction. Hasil pe$ne$litian me$nunjukkan se$cara parsial, solvabilitas dan 
ke$cukupan modal me$miliki pe$ngaruh signifikan te$rhadap 
profitabilitas bank syariah di dunia, se$dangkan likuiditas tidak 
me$nunjukkan pe$ngaruh yang signifikan. Se$cara simultan, 
solvabilitas, likuiditas, dan ke$cukupan modal me$miliki pe$ngaruh 
signifikan te$rhadap profitabilitas bank syariah di dunia. Se$lain itu, 
ukuran pe$rusahaan te$rbukti me$mode$rasi pe$ngaruh solvabilitas 
te$rhadap profitabilitas, namun tidak me$mode$rasi pe$ngaruh 
likuiditas dan ke$cukupan modal te$rhadap profitabilitas bank syariah 
di dunia. Implikasi penelitian ini menunjukkan bahwa bank syariah 
perlu memperhatikan solvabilitas dan kecukupan modal untuk 
meningkatkan profitabilitas. Likuiditas yang tidak berpengaruh 
signifikan mengindikasikan perlunya strategi pengelolaan yang lebih 
optimal. Selain itu, ukuran perusahaan dapat memperkuat pengaruh 
solvabilitas terhadap profitabilitas, sehingga strategi ekspansi dan 
pertumbuhan menjadi penting bagi bank syariah dalam 
meningkatkan daya saingnya. 

INTRODUCTION  

The$ global e$conomic conditions re$corde$d in the$ Islamic Financial Se$rvice$s Board, (2023 ) 

pre$se$nt a major challe$nge$ for the$ banking industry, including islamic banks. The$re$ has be$e$n 

continuous adjustme$nt afte$r the$ pande$mic followe$d by a slowdown in global e$conomic growth 

which only re$ache$d 3.2 % , accompanie$d by a spike$ in global inflation of up to 8.8 %. This was 

brought on by the$ skyrocke$ting costs of commoditie$s, food, and e$ne$rgy as we$ll as supply chain 

inte$rruptions from the$ growing conflict in Ukraine$. Furthe$rmore$, banks must strike$ a balance$ 

be$twe$e$n promoting post-pande$mic e$conomic re$cove$ry and prote$cting financial stability, which 

might le$ad to tighte$r global financial conditions. 

In 2023, the$ worldwide$ Islamic Financial Se$rvice$s Industry (IFSI) shown re$silie$nce$ and 
he$alth while$ docume$nting fundame$ntal change$s in the$ face$ of tighte$ning and more$ difficult 
global financial conditions. According to curre$nt e$stimate$s, the$ worldwide$ IFSI will re$ach USD 
3.25 trillion in 2022 and USD 3.38 trillion in 2023. De$spite$ obstacle$s, global Islamic banking has 
also se$e$n growth in asse$ts, de$posits, and financing. Howe$ve$r, due$ to the$ e$ffe$cts of the$ une$ve$n 
post-pande$mic e$conomic re$cove$ry and susce$ptibility to incre$asing global e$conomic instability 
brought on by a numbe$r of challe$nge$s, e$spe$cially rising inflation, the$ he$alth and re$silie$nce$ of 
Islamic banking across jurisdictions ne$e$d to be$ vie$we$d with cautious optimism. 

The$ he$alth and re$silie$nce$ of islamic banking is ve$ry important to be$ conside$re$d and 

analyze$d as a be$nchmark for the$ succe$ss of banks in managing and carrying out the$ function of 
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inte$rme$diating public funds. This re$silie$nce$ re$fle$cts the$ ability of islamic banks to maintain 

ope$rational stability and manage$ financial risks, which ultimate$ly e$nsure$s that public trust in the$ 

banking syste$m is maintaine$d (Anita, 2021). Banks can be$ said to be$ able$ to manage$ ope$rations 

we$ll whe$n the$re$ is an incre$ase$ in profit. The$ capacity of the$ bank to raise$ this profit known as 

profitability. Be$low is the$ we$ighte$d ave$rage$ profitability global islamic banking as shown through 

Re$turn On Asse$ts (ROA) and Re$turn On E$quity (ROE$), is shown in Figure$ 1 be$low: 

Figure$ 1. We$ighte$d Ave$rage$ ROA and ROE$ of Global Islamic Banking 

 

 

 

 

 

 

 

 

 

 

 

 

Source$: Data proce$sse$d by re$se$arche$rs, 2025 

From Figure$ 1 shows that the$ profitability of global islamic banking is de$clining. ROA 

de$cre$ase$d from 05% in 2022 to 04% in 2023. ROA me$asure$s the$ e$fficie$ncy of banking in 

making mone$y out of all asse$ts he$ld. In addition, ROE$ also de$cre$ase$d from 31% in 2022 to 08% 

in 2023. ROE$ shows how e$ffe$ctive$ly banks use$ the$ir share$holde$rs capital to ge$ne$rate$ profits. 

Thus, global islamic banking face$s challe$nge$s in maintaining its e$fficie$ncy in ge$ne$rating profits. 

In this re$se$arch, profitability is asse$sse$d using ROA. ROA is se$e$n to be$ a more$ accurate$ 

indicator of banking profitability, be$cause$ it re$fle$cts the$ e$fficie$ncy of manage$me$nt in ge$ne$rating 

profits from sale$s and inve$stme$nts, as we$ll as productivity in managing funds. High ROA 

indicate$s a large$ bank capacity in ge$ne$rating profits (Widiasih e$t al., 2024). Manage$me$nt choice$s 

on de$bt use$ strate$gie$s will have$ an impact on the$ bank's capacity to turn a profit. De$bt policy 

re$fe$rs to a strate$gy adopte$d by a company to finance$ its ope$rations through de$bt by untilizing 

financial de$bt which is typically re$fe$rre$d to as  financial le$ve$rage$ (Suardana et al., 2020). 

Le$ve$rage$ or solve$ncy is use$d to asse$ss the$ de$gre$e$ to which a company is funde$d by de$bt, 

e$ithe$r long-te$rm or short-te$rm (Astriah et al., 2021). The$ use$ of high le$ve$rage$ can indicate$ that 

the$ company or bank has a significant de$pe$nde$nce$ on e$xte$rnal financing. This is a major 

conce$rn for manage$me$nt, as a bank's or company's financial he$alth is highly de$pe$nde$nt on its 

ability to manage$ de$bt e$ffe$ctive$ly. It is known that the$ solve$ncy ratio of global islamic banks in 

all jurisdictions has e$xce$e$de$d the$ minimum re$quire$me$nt of 3% in accordance$ with Base$l III 

provisions (Islamic Financial Services Board, 2023). This condition indicate$s that the$ financial 
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syste$m in global islamic banks is on ave$rage$ quite$ strong and stable$, and re$lative$ly re$sistant to 

financial risks. This shows that the$re$ is no significant vulne$rability in the$ financial syste$m and 

e$conomy to the$ impact of the$ de$le$ve$raging proce$ss . 

In addition to solve$ncy, the$re$ are$ additional factors that influe$nce$ profitability in the$ shape$ 

of liquidity. Liquidity in the$ islamic banking se$ctor is re$fle$cte$d in good financial pe$rformance$. In 

this study, liquidity is asse$sse$d by me$ans of the$ Financing to De$posit Ratio (FDR). The$ highe$r 

the$ FDR ratio indicate$s that the$ bank has good the$ capacity to carry out its inte$rme$diation 

function optimally. Howe$ve$r, a high FDR ratio also indicate$s a de$cre$ase$ in bank liquidity, 

be$cause$ more$ funds are$ allocate$d for financing (Somantri & Sukmana, 2020). As a re$sult, banks 

ne$e$d to be$ capable$ of manage$ and optimize$ financing distribution so that liquidity is maintaine$d 

and can avoid bankruptcy. It is we$ll known that, both in the$ short and long te$rm, the$ liquidity 

situation of inte$rnational Islamic banks is still mostly good. The$ e$xpansion of the$ public se$ctor, 

particularly in GCC oil-e$xporting nations, in the$ face$ of rising oil re$ve$nue$s, has give$n global 

Islamic banks a solid liquidity position by supplying ste$ady funding (Islamic Financial Services 

Board, 2023). 

In addition to solvency and liquidity, which is an indicator of profitability, name$ly capital 

ade$quacy or what can be$ calle$d the$ Capital Ade$quacy Ratio (CAR) . A high CAR ratio sugge$sts 

that the$ bank has additional funds to ove$rcome$ the$ de$cline$ in asse$ts and shows that the$ bank has 

sufficie$nt capacity to support its ope$rations (Saputra & Angriani, 2023). According to the$ global 

Islamic Financial Board, islamic banking capital structure$ re$mains stable$ and strong in 2023. The$ 

ave$rage$ total capital ade$quacy (CAR) of the$ global islamic banking industry in 2023 was 17.83%. 

This is due$ to the$ incre$asing income$ of islamic banks along with the$ re$ope$ning and re$cove$ry of 

the$ economy. This me$ans that global islamic banks in a he$althy condition have$ sufficie$nt capital 

to support the$ir ope$rations, and are$ more$ re$silie$nt to financial risks. 

Me$anwhile$, firm size$ also has the$ pote$ntial for positive$ or ne$gative$ impacts on profitability 

(Rachman et al., 2023). Companie$s with large$r size$s te$nd to have$ more$ re$source$s to optimize$ 

the$ir pe$rformance$, both financially and socially. In this re$se$arch, firm size$ is se$e$n from total 

asse$ts be$cause$ the$ total asse$ts of a company or bank ge$ne$rally posse$ss a gre$ate$r value$ compare$d 

to othe$r variable$s. As state$d by the$ Islamic Financial Se$rvice$s Board, (2023) it is known that 

global islamic banks re$corde$d asse$t growth of 8.4% ye$ar-on-ye$ar (yoy). This growth is drive$n by 

the$ ability of global islamic banks to re$main liquid and support e$conomic re$cove$ry. 

Base$d on the$ de$scription above$, firm size$ has a strate$gic role$ in supporting financial 

pe$rformance$, e$spe$cially profitability. As a re$sult, the$ re$se$arche$r se$le$cte$d busine$ss size$ as a 

mode$rating variable$ in this study that may e$ithe$r improve$ or le$sse$n the$ re$lationship be$twe$e$n 

profitability and solve$ncy, liquidity, and capital ade$quacy. Building on the$ afore$me$ntione$d 

background, this re$se$arch se$e$ks to analyze$ the$ e$ffe$ct of solve$ncy, liquidity and capital ade$quacy 

on profitability with firm size$ as a mode$rating variable$. Re$se$arche$rs will use$ the$ obje$ct of 

re$se$arch on islamic banks in the$ world in the$ pe$riod 2019-2023. 
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LITE$RATURE$ REVIE$W  

Signaling Theory 

Signaling the$ory state$s that companie$s have$ an obligation to provide$ accurate$ financial 

re$porting information to e$xte$rnal partie$s (Indrayani e$t al., 2020). According to Pute$ri (2021) in 

(Pratama & Se$gaf, 2022), Signaling the$ory e$mphasize$s how important a company's information is 

in influe$ncing the$ de$cisions of manage$me$nt or inve$stors. Company manage$me$nt re$porte$d that 

the$y imple$me$nte$d conse$rvative$ accounting principle$s, which had an impact on incre$asing profits 

(Fitriyah e$t al., 2024). The$ link be$twe$e$n a company's worth and its financial succe$ss is e$xplaine$d 

the$ore$tically by signaling the$ory. According to signaling the$ory, profitable$ busine$sse$s typically 

take$ on more$ de$bt. So, a company's like$lihood of using de$bt incre$ase$s with its le$ve$l of succe$ss 

(Masruroh & Wardana, 2022). 

Profitability 

Profitability is use$d to asse$ss a company's capacity to turn a profit, particularly Islamic 

banks (Pradana e$t al., 2022). According to Siswanto, (2021), profitability is a ratio that e$valuate$s a 

company's capacity to produce$ e$arnings using its asse$ts, such as capital or sale$s. In summary, 

profitability re$fle$cts the$ e$fficie$ncy of a busine$ss in producing profit by e$fficie$ntly making use$ of 

its re$source$s. 

The$ ratio e$mploye$d to asse$ss profitability in this study is Re$turn On Asse$t ( ROA ). ROA 

is se$e$n to be$ a more$ accurate$ indicator of banking profitability be$cause$ it re$fle$cts the$ e$fficie$ncy 

of manage$me$nt ge$ne$rating profits from sale$s and inve$stme$nts, as we$ll as productivity in 

managing funds (Isman, 2024). In a bank, a highe$r ROA indicate$s a highe$r le$ve$l of profit 

achie$ve$d and re$fle$cts an improve$d position re$garding the$ e$fficie$nt utilization of the$ bank's asse$ts 

(Wardana & Barlian, 2022). 

Solvency 

solve$ncy is use$d to e$valuate$ how much a company de$pe$nds on de$bt for funding, 

de$scribing the$ de$bt burde$n borne$ to acquire$ asse$ts (Arsita, 2021). The$ amount of dange$r 

confronte$d incre$ase$s with solve$ncy, and the$ dange$r the$ anticipate$d rate$ of re$turn. A company's 

solve$ncy indicate$s how much it de$pe$nds on de$bt to fund its activitie$s and its capability to me$e$t 

obligations. A highe$r solve$ncy le$ve$l indicate$s incre$ase$d risk and a pote$ntially gre$ate$r e$xpe$cte$d 

re$turn (Amalia, 2021). 

According to this study, the$ highe$r the$ risk, the$ more$ le$ve$rage$ is de$te$rmine$d by the$ de$bt-

to-e$quity ratio (DE$R). DE$R is a me$asure$ of a company's financial structure$'s de$bt to e$quity ratio 

that shows how we$ll-e$quippe$d the$ busine$ss is to me$e$t its obligations with its own funds 

(Se$tiawan, 2022). This ratio calculate$s how much de$bt the$re$ is in re$lation to share$holde$r capital. 

If the$ de$bt use$d by the$ company is smalle$r, it will be$ more$ profitable$ for share$holde$rs 

(Le$ndrawati & Abdi, 2021). 

Liquidity 

A ratio liquidity shows how we$ll a busine$ss can me$e$t its imme$diate$ financial obligations 

(Fitriana, 2024). This implie$s that whe$n de$bts be$come$ due$, the$ company can se$ttle$ the$m, 

http://u.lipi.go.id/1499469613
http://u.lipi.go.id/1499469613
http://u.lipi.go.id/1499469613
http://u.lipi.go.id/1499469613
http://u.lipi.go.id/1522316519
http://u.lipi.go.id/1522316519
http://u.lipi.go.id/1522316519
http://u.lipi.go.id/1522316519


Renita Diyana Lestari, Guntur Kusuma Wardana, Muhammad Raihan Syamil           Al-Mashrafiyah Vol. 9, No.1, April (2024) 

 

Al-Mashrafiyah: Jurnal Ekonomi, Keuangan dan Perbankan Syariah  

ISSN (p): 2597-4904 ISSN (e) : 2620-5661  
Volume 9, Nomor 1, April (2025), h.1-21  

10.24252/al-mashrafiyah.v9i1.54919  

 

6 
 

particularly those$ with immine$nt de$adline$s. High liquidity indicate$s a ste$ady cash flow, signifying 

the$ company's capability to pay off its short-range$ liabilitie$s (Dinar e$t al., 2020). 

This study use$s the$ FDR ratio to e$valuate$ liquidity, which asse$sse$s a bank's capacity to 

fulfill its short-range$. FDR also e$valuate$s the$ e$xte$nt to which a bank maintains a sound financial 

condition to sustain its ope$rations or busine$ss continuity (Susiana et al., 2024). A highe$r FDR 

ratio sugge$sts that the$ bank e$ffe$ctive$ly pe$rforms its inte$rme$diation function. 

Capital Adequacy 

Capital ade$quacy is an aspe$ct use$d to me$asure$ whe$the$r the$ capital that a bank posse$sse$s is 

ade$quate$ to sustain its ope$rations (Azizah & Taswan, 2019). The$ le$ve$l of capital ade$quacy se$rve$s 

to maintain public trust in the$ pe$rformance$ of the$ bank. Having sufficie$nt capital is ve$ry 

important in providing se$curity guarante$e$s for custome$rs. 

A me$asure$ of a bank's capital sufficie$ncy that shows its ability to se$t aside$ mone$y for 

future$ loss mitigation is the$ capital ade$quacy ratio, or CAR (Yatna & Anugrah, 2019). The$ bank's 

ability to withstand asse$t de$cre$ase$s brought on by losse$s from hazardous asse$ts is indicate$d by 

CAR (Sarmigi et al., 2022). 

Firm size$ 

Firms size$ is indicate$d by its firm size$, this is de$te$rmine$d by its ave$rage$ sale$s, total asse$ts, 

and total sale$s (Septiano & Mulyadi, 2023). Companie$s bigge$r size$s ofte$n have$ more$ re$source$s 

to optimize$ the$ir pe$rformance$, both financially and socially (Zurriah & Prayogi, 2023). The$ 

large$r the$ company, the$ highe$r the$ amount of funds it inve$sts or allocate$s. 

The$ logarithm of total asse$ts can be$ use$d to de$te$rmine$ the$ size$ of the$ company, which 

he$lps simplify asse$t data due$ to the$ typically large$ value$ of asse$ts. A company can be$ classifie$d as 

a large$ company if it has a large$ amount of we$alth. Like$wise$, a company is small in size$ if the$ 

we$alth it has is limite$d (Jaya, 2020). Large$ companie$s te$nd to e$xpand the$ir marke$ts more$ than 

small companie$s. The$re$fore$, the$ possibility of e$xpe$rie$ncing failure$ in running a busine$ss or 

bankruptcy will be$ smalle$r. 

RE$SEARCH METHODS  

This study use$s a quantitative$ me$thodology with a focus on causality. Quantitative$ 

re$se$arch, grounde$d in positivist philosophy, inve$stigate$s spe$cific populations or sample$s 

through the$ use$ of re$se$arch instrume$nts for gathe$ring data. It involve$s quantitative$ and 

statistical analysis to te$st pre$de$fine$d hypothe$se$ (Sugiyono, 2020). This study was carrie$d out at 

Islamic banks worldwide$ that we$re$ IFSB me$mbe$rs and satisfie$d the$ re$se$arch re$quire$me$nts for 

the$ 2019–2023 time$frame$. 188 me$mbe$rs of the$ Islamic Financial Se$rvice$ Board (IFSB) made$ up 

the$ study's population. Purposive$ sampling, a kind of non-probability sampling, was the$ sample$ 

te$chnique$ use$d. The$ crite$ria use$d in sampling this study we$re$: 

1. Islamic banks that are$ me$mbe$rs of the$ Islamic Financial Se$rvice$ Board (IFSB) in 2024 

2. Islamic banks that are$ among the$ 10 the$ large$st islamic banks globally as ide$ntifie$d by 

The$ Asian Banke$r in 2023 
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3. Islamic banks that publishe$d financial re$ports during the$ 2019-2023 pe$riod and are$ 

among the$ 2 stronge$st islamic banks in e$ach country 

From the$ 3 crite$ria above$, the$re$ are$ 19 islamic banks in the$ world that are$ include$d as 

sample$s in this study. The$ banks se$le$cte$d as sample$s for this study are$ islamic banks spre$ad 

across 11 countrie$s, name$ly Bahrain (Al Salam Bank and Bahrain Islamic Bank), Jordan (Islamic 

Inte$rnational Arab Bank), Kuwait (Kuwait Finance$ House$ KSC and Boubyan Bank KSC), 

Malaysia (Maybank Islamic Be$rhad and Bank Islam Malaysia Be$rhad), Nige$ria (Jaiz Bank Plc), 

Qatar (Qatar Islamic Bank and Masraf Al Rayan), Saudi Arabia (Al Rajhi Bank and Bank 

Aljazira), Sri Lanka (Amana Bank), Turke$y (Albaraka Turk Participation Bank and Ziraat Katilim 

Bankasi), UAE$ (Dubai Islamic Bank and E$mirate$s Islamic Bank Pjsc) and Indone$sia (Bank 

Syariah Indone$sia and Bank Muamalat Indone$sia). 

Pane$l data, which ble$nds cross-se$ctional and time$ se$rie$s data, is the$ kind use$d in this 

study. The$ study utilize$s se$condary data, which re$fe$rs to data not dire$ctly gathe$re$d by the$ 

re$se$arche$rs, but obtaine$d from re$liable$ source$s or docume$nts like$ books, financial re$ports, 

article$s, journals, and othe$rs (Sugiyono, 2020). Financial re$port data publishe$d by e$ach of the$ 

islamic banks in the$ sample$ se$rve$s as the$ se$condary data source$.  

RE$SULT  

De$scriptive$ Statistical Analysis 

De$scriptive$ statistics de$scribe$ data se$e$n through me$an, me$dian, maximum value$, 

minimum value$, standard de$viation, e$tc. (Sugiyono, 2020). De$scriptive$ statistics are$ an important 

initial ste$p in the$ data analysis proce$ss to de$te$rmine$ tre$nds and variations in the$ available$ data.  

Table$ 1. De$scriptive$ Statistics 

 Solvency (X1 ) Liquidity (X2 ) 

Capital 

Adequacy 

(X3 ) 

Profitability 

(Y) 
Firm size$ (Z) 

Mean 13,64884 2,862100 2,948975 15,63000 21,40958 

Median 13,63000 2,884801 2,964757 15,60000 21,17000 

Maximum 18,70000 3,068053 3,091042 20,00000 26,90000 

Minimum 9,430000 2,517696 2,668616 11,00000 12,82000 

Std. Dev. 2,284206 0,114996 0,079390 2,641392 3,552987 

Source$: Data proce$sse$d by re$se$arche$rs, 2024 

Table$ 1 pre$se$nts the$ re$sults of de$scriptive$ statistics from 19 Islamic banks in the$ world 

during the$ five$ ye$ar obse$rvation pe$riod, name$ly from 2019 to 2023. The$ inte$rpre$tation of the$ 

de$scriptive$ statistical analysis in table$ 1 is as follows: 

The$ solve$ncy variable$ is asse$sse$d using the$ ratio of De$bt to E$quity Ratio (DE$R) ratio has 

a me$an value$ of 13,64884, indicating that the$ ave$rage$ solve$ncy of 19 islamic banks in the$ world 

during the$ 2019-2023 pe$riod is 13.64884. The$ standard de$viation of 2,284206 shows that DE$R is 

homoge$ne$ous, be$cause$ this value$ is lowe$r than the$ me$an value$. The$ maximum DE$R value$ is 
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18,70000, indicating that the$ islamic bank use$s quite$ a large$ amount of de$bt in its capital 

structure$. Conve$rse$ly, the$ minimum value$ of 9,430000 indicate$s that the$ islamic bank doe$s not 

fully re$ly on de$bt for its capital. 

The$ liquidity variable$, asse$sse$d using the$ Financing to De$posit Ratio (FDR), has a me$an 

value$ of 2,862100, which shows the$ ave$rage$ liquidity of 19 Islamic banks in the$ world during the$ 

2019-2023 pe$riod is 2,862100. The$ standard de$viation of 0,114996 sugge$sts that the$ FDR is quite$ 

homoge$ne$ous, be$cause$ this value$ is lowe$r than the$ ave$rage$. The$ maximum FDR value$ of 

3,068053 shows that the$ islamic bank posse$sse$s a gre$at de$gre$e$ of financing to de$posits. On the$ 

othe$r hand, the$ minimum value$ of 2,517696 indicate$s that the$ islamic bank has a lowe$r le$ve$l of 

financing to de$posits. 

The$ capital ade$quacy variable$, as asse$sse$d using the$ Capital Ade$quacy Ratio (CAR), has a 

me$an value$ of 2,948975, which shows that the$ ave$rage$ capital ade$quacy of 19 Islamic banks in 

the$ world during the$ 2019-2023 pe$riod is 2,948975. Having a standard de$viation of 2,641392, 

this de$monstrate$s that CAR is re$lative$ly homoge$ne$ous, be$cause$ the$ standard de$viation value$ is 

lowe$r be$low the$ ave$rage$ value$. The$ islamic bank has a rathe$r good de$gre$e$ of capital ade$quacy, 

as indicate$d by its maximum CAR rating of 3,091042. Conve$rse$ly, the$ Islamic bank's we$ake$r 

capital ade$quacy is shown by the$ minimum value$ of 2,668616. 

The$ profitability variable$, as asse$sse$d using the$ Re$turn on Asse$t (ROA) ratio, has a me$an 

value$ of 15,63000, which indicate$s that the$ ave$rage$ profitability of 19 islamic banks in the$ world 

during the$ 2019-2023 pe$riod is 15,63000. With a standard de$viation of 2,641392, this sugge$sts 

that ROA is quite$ homoge$ne$ous, be$cause$ the$ standard de$viation value$ is lowe$r than the$ ave$rage$ 

value$. The$ maximum ROA value$ of 20,00000 indicate$s that the$ islamic bank has a high rate$ of 

re$turn on asse$ts. Conve$rse$ly, the$ minimum value$ of 11,00000 indicate$s that the$ Islamic bank has 

a lowe$r rate$ of re$turn on asse$ts. 

The$ firm size$ variable$, as me$asure$d by the$ Ln total asse$ts ratio, has an ave$rage$ value$ of 

21,40958, indicating that the$ ave$rage$ firm size$ of 19 Islamic banks in the$ world during the$ 2019-

2023 pe$riod is 21,40958. The$ standard de$viation of 3,552987 indicate$s that the$ firm size$ base$d 

on Ln total asse$ts is quite$ homoge$ne$ous, be$cause$ the$ standard de$viation value$ is lowe$rthan the$ 

ave$rage$ value$. The$ maximum value$ of Ln total asse$ts of 26,90000 indicate$s that the$ islamic bank 

has a ve$ry large$ size$, which may indicate$ a highe$r le$ve$l of asse$ts. Conve$rse$ly, the$ minimum value$ 

of 12,82000 indicate$s that the$re$ are$ islamic banks that are$ smalle$r in size$, with lowe$r total asse$ts 

compare$d to othe$r banks in the$ sample$. 

Panel Data Regression Selection 

Chow Test 

Chow te$st is e$mploye$d to choose$ be$twe$e$n the$ CE$M or FE$M mode$ls that are$ fe$asible$ to 

use$ in re$se$arch (Nani, 2022). If CE$M is se$le$cte$d, the$n the$ Hausman te$st doe$s not ne$e$d to be$ 

carrie$d out. The$ se$le$ction of this me$thod is according to the$ probability value$. If the$ probability 

> 0,05 the$n H0 is approve$d and H1 is de$nie$d. This implie$s that the$ fe$asible$ mode$l to use$ is CE$M.  
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Table$ 2. Chow Te$st Re$sults 

Effects Test Statistics Prob. 

Cross-section Chi-square$ 7,840886 0,4492 

Source$: Data proce$sse$d by re$se$arche$rs, 2024 

In table$ 2, the$ re$sults of the$ Chow te$st prob value$ can be$ se$e$n, name$ly 0,4492 > 0,05, 

which me$ans that H0  is approve$d or it can be$ infe$rre$d that the$ CE$M mode$l is se$le$cte$d. 

LM Multipler Larange$ Te$st 

The$ LM te$st is use$d to de$te$rmine$ the$ appropriate$ choice$ among the$ appropriate$ CE$M or 

RE$M mode$l (Nani, 2022). In the$ LM te$st, it can be$ se$e$n through the$ probability re$sults, if the$ 

probability > 0,05 the$n H0 is approve$d and H1 is de$nie$d. This implie$s that the$ appropriate$ mode$l 

is CE$M. 

Table$ 3. LM Te$st Re$sults 

Breusch Pagan 0,661325 1,916571 2,577896 

 (0,4161) (0,1662) (0,1084) 

Source$: Data proce$sse$d by re$se$arche$rs, 2024 

The$ Bre$usch-Pagan prob value$ is 0,4161 > 0,05, which me$ans that H0 is approve$d and H1 

is de$nie$d, so the$ se$le$cte$d mode$l is CE$M. 

Classical Assumptions 

In orde$r to guarante$e$ unbiase$d and e$fficie$nt e$stimation, re$fe$rre$d to as the$ Be$st Line$ar 

Unbiase$d E$stimator (BLUE$), it is ne$ce$ssary to conduct te$sts that confirm the$ re$gre$ssion mode$l 

adhe$re$s to classical assumptions (Indartini & Mutmainah, 2024). He$te$rosce$dasticity, 

autocorre$lation, multicolline$arity, and normality te$sts are$ e$xample$s of the$se$ classical assumption 

te$sts. 

Normality test 

The$ normality te$st is use$d to asce$rtain if the$ re$gre$ssion mode$l's standardize$d re$sidual 

value$s have$ a normal distribution (Junaidi, 2019). 

Table$ 4. Normality Te$st (Jarque$ Be$ra) 

Te$st Re$sults 

Jarque$-Be$ra 1,118641 

Probability 0,571597 

Source$: Data proce$sse$d by re$se$arche$rs, 2024 
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Table$ 4 indicate$s that the$ Jarque$-Be$ra probability value$ of 0,571597 e$xce$e$ds 0,05. So it can 

be$ infe$rre$d that the$ data in this re$se$arch is normally distribute$d or can be$ inte$rpre$te$d as passing 

the$ normality te$st. 

Multicollinearity Test 

The$ multicolline$arity te$st is use$d to de$te$rmine$ whe$the$r the$re$ is a significant re$lationship 

be$twe$e$n the$ inde$pe$nde$nt variable$s (Nani, 2022). 

Table$ 5. Multicolline$arity Te$st Re$sults (VIF) 

Variables VIF 

Solvency (DE$R) 1,586692 

Liquidity (FDR) 3,368534 

Capital Adequacy Ratio (CAR) 2,997848 

Source$: Data proce$sse$d by re$se$arche$rs, 2024 

Base$d on the$ te$st re$sults displaye$d in table$ 5, it can be$ se$e$n that the$ data in the$ study did 

not e$xpe$rie$nce$ multicolline$arity be$cause$ the$ VIF value$ was < 10. This indicate$s that the$ 

inde$pe$nde$nt variable$s in the$ re$gre$ssion mode$l do not e$xhibit a strong e$nough corre$lation to 

re$sult in multicolline$arity issue$s. 

Autocorrelation Test 

The$ autocorre$lation te$st is use$d to asce$rtain if the$ curre$nt pe$riod (t) and the$ pre$vious 

pe$riod (t-1) in the$ re$gre$ssion mode$l are$ re$late$d (Nani, 2022). 

Table$ 6. Autocorre$lation Te$st Re$sults 

R-squared 0,193142 

Source$: Data proce$sse$d by re$se$arche$rs, 2024 

R-square$d axility re$gre$ssion = 0,193142 

Chi-square$ count = n* R-square$d auxiliary re$gre$ssion 

  = 27*0,193142 

  = 5,214834 

Chi-square$ table$ with alpha 0,05 and df4 = 14,860 

Chi -square$ count 5,214834 < chi-square$ table$ 14,860, so the$ re$se$arch data doe$s not 

e$xpe$rie$nce$ autocorre$lation or can be$ said to pass the$ autocorre$lation te$st. 

Heteroscedasticity Test 

Finding out if the$ variance$ of the$ re$siduals varie$s among the$ data in the$ re$gre$ssion mode$l 

is the$ goal of the$ he$te$rosce$dasticity te$st (Widiyanti, 2020). 

Table$ 7. He$te$rosce$dasticity Te$st Re$sults 

 Value$ df Probability 

Likelihood ratio 8,856257 9 0,4506 
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It may be$ conclude$d that this study e$ithe$r did not suffe$r he$te$rosce$dasticity or was de$e$me$d 

to have$ passe$d the$ he$te$rosce$dasticity te$st be$cause$ table$ 7's probability value$, which is 0,4506, is 

large$r than 0.05. 

Hypothesis Testing 

The$ re$gre$ssion coe$fficie$nt's significance$ is e$valuate$d via hypothe$sis te$sting. The$re$ are$ two 

base$s for making hypothe$sis de$cisions, name$ly by comparing t statistics to t table$s or with 

significant probability value$s. 

T-test 

Partial te$sts are$ conducte$d to te$st variable$s individually, to de$te$rmine$ if the$re$ is a 

substantial re$lationship be$twe$e$n the$ inde$pe$nde$nt and de$pe$nde$nt variable$s (Nani, 2022). 

Table$ 8. Individual Parame$te$r Significance$ Te$st (T-te$st) 

Variables Coefficient Std. Error t-Statistic Prob. 

C 63,02762 29,67373 2,124021 0,0404 

X1 -1,266995 0,137944 -9,184857 0,0000 

X2 31,47884 17,36881 1,812377 0,0780 

X3 -46,93642 22,90422 -2,049247 0,0476 

Source$: Data proce$sse$d by re$se$arche$rs, 2024 

Table$ 8 above$ sugge$sts that inte$rpre$te$d as follows: 

1. The$ e$ffe$ct of solve$ncy on profitability 

In the$ solve$ncy variable$ ( X1 ) has a probability value$ of 0,0000 which is le$ss than 0,05. 

Thus, it can be$ de$duce$d that H0 is de$nie$d and H1 is acknowle$dge$d, indicating that the$ 

solve$ncy variable$ (DE$R) partially has a significant e$ffe$ct on profitability (ROA) in 

islamic banks in the$ world. 

2. The$ e$ffe$ct of liquidity on profitability 

The$ liquidity variable$ (X2) is 0,0780, or gre$ate$r than 0,05, it may be$ conclude$d that the$ 

FDR-proje$cte$d liquidity variable$ has a partial and insignificant impact on the$ 

profitability (ROA) of Islamic banks worldwide$, with H0 be$ing authorize$d and H1 

be$ing re$je$cte$d.. 

3. The$ e$ffe$ct of capital ade$quacy on profitability 

The$ third inde$pe$nde$nt variable$ (X3), capital sufficie$ncy, has a probability value$ of 

0,0476, which is le$ss than 0,05. Since$ H0 is re$je$cte$d and H1 is acce$pte$d, it may be$ 

conclude$d that the$ capital ade$quacy variable$ pre$dicte$d by CAR has a conside$rable$ 

impact on profitability (ROA) in Islamic banks worldwide$. 

F Test 

To de$te$rmine$ if all inde$pe$nde$nt factors toge$the$r have$ an influe$nce$ on the$ de$pe$nde$nt 

variable$, simultane$ous te$sts are$ carrie$d out(Nani, 2022). 
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Table$ 9. Simultane$ous Parame$te$r Significance$ Te$st (F-te$st) 

F-statistic 295,0726 

Prob(F-statistic) 0,000000 

Source$: Data proce$sse$d by re$se$arche$rs, 2024 

It is e$vide$nt from table$ 9 above$ that the$ f statistic's probability value$ is 0,000000, which is 

le$ss than 0.05. This indicate$s that the$ profitability of Islamic banks worldwide$ is impacte$d 

simultane$ously by solve$ncy, liquidity, and capital sufficie$ncy. 

Coefficient of Determination Test 

The$ pe$rce$ntage$ of the$ change$ in the$ de$pe$nde$nt variable$ that can be$ e$xplaine$d by the$ 

inde$pe$nde$nt variable$ is shown by the$ coe$fficie$nt of de$te$rmination. 

Table$ 10. Coe$fficie$nt of De$te$rmination Te$st 

R-squared 0,982402 

Adjuste$d R-squared 0,979073 

Source$: Data proce$sse$d by re$se$arche$rs, 2024 

Base$d on the$ calculation of table$ 10, the$ Adjuste$d R-square$d value$ is 0,979073. This 

shows that the$ variable$s of solve$ncy, liquidity, capital ade$quacy and firm size$ as mode$rating 

variable$s are$ capable$ of e$xplaining the$ profitability variable$ by 97,9 % . Factors be$yond the$ 

scope$ of this study account for the$ re$maining 2.1 pe$rce$nt. 

MRA Test 

MRA is use$d as a pane$l data re$gre$ssion mode$l e$quation on mode$rating variable$s (Ali e$t al., 

2023). The$ MRA te$st is inte$nde$d to de$te$rmine$ if the$ mode$rating variable$ incre$ase$s or de$cre$ase$s 

the$ inde$pe$nde$nt variable$'s e$ffe$ct on the$ de$pe$nde$nt variable$. 

Table$ 11. MRA Te$st 

Variables Coefficient Std. Error t-Statistic Prob. 

X1*Z 0,078316 0,004829 16,21721 0,0000 

X2*Z -1,526996 0,790304 -1,932164 0,0610 

X3*Z 2,105735 1,046282 2,012588 0,0515 

Source$: Data proce$sse$d by re$se$arche$rs, 2024 

Base$d on table$ 11 above$, it can be$ inte$rpre$te$d as follows: 

1. Inte$raction of firm size$ with solve$ncy towards profitability 

The$ probability value$ of the$ variable$ X1*Z is 0,0000 or le$ss than 0,05. This indicate$s 

that firm size$ (Z) is capable$ of mode$rating the$ e$ffe$ct of solve$ncy (DE$R) on 

profitability (ROA) in islamic banks in the$ world. 
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2. Inte$raction of firm size$ with liquidity on profitability 

The$ probability value$ of the$ variable$ X2*Z is 0,0610 or gre$ate$r than 0,05. Thus, it can 

be$ indicate$d that firm size$ (Z) is unable$ to mode$rate$ the$ e$ffe$ct of liquidity (FDR) on 

profitability (ROA) in islamic banks in the$ world . 

3. Inte$raction of firm size$ with capital ade$quacy on profitability 

The$ probability value$ of the$ variable$ X3*Z is 0,0515 or gre$ate$r than 0,05. This shows 

that firm size$ (Z) is unable$ to mode$rate$ the$ e$ffe$ct of capital ade$quacy (CAR) on 

profitability (ROA) in islamic banks in the$ world. 

DISCUSSION  

The$ Influence$ of Solvency on Profitability in Islamic Banks in the$ World 

A ratio calle$d solve$ncy me$asure$s how much of a company's funding originate$s from de$bt 

and shows how much de$bt is ne$e$de$d to acquire$ asse$ts(Arsita, 2021). A high le$ve$l of solve$ncy 

can contribute$ to incre$ase$d profitability if manage$d prope$rly, but if manage$me$nt is le$ss than 

optimal, solve$ncy can actually incre$ase$ the$ risk of de$fault (Arye$sta & Matusin, 2024). The$re$fore$, 

care$ful manage$me$nt of the$ solve$ncy ratio is ve$ry important in orde$r to ke$e$p the$ advantage$s and 

hazards in che$ck. 

The$ solve$ncy value$ calculate$d from the$ solve$ncy variable$ proje$cte$d with DE$R (X1) is 

0,0000 which is smalle$r than 0,05. The$re$fore$, we$ can draw a conclusion that H0 is de$nie$d and H1 

is approve$d, which indicate$s that the$ solve$ncy variable$ (DE$R) partially has a major impact on 

profitability (ROA) in islamic banks in the$ world. 

Islamic banks in the$ world must pay atte$ntion to solve$ncy manage$me$nt wise$ly to maintain 

a balance$ be$twe$e$n risk and pote$ntial profit. With a good capital structure$, islamic banks can 

incre$ase$ inve$stor confide$nce$ and attract more$ capital that can incre$ase$ the$ir profitability 

(Adityaputra & Pe$rdana, 2024). E$ffe$ctive$ solve$ncy manage$me$nt can also re$duce$ the$ risk of 

de$fault and assure$ the$ continuity of bank long-te$rm ope$rations. In addition, it is important for 

islamic banks to comply with sharia principle$s in de$bt manage$me$nt, e$nsuring that transactions 

carrie$d out do not conflict with Islamic law and support the$ goals of sustainability and fair 

e$conomic stability. 

The$ study's findings corroborate$ the$ inve$stigation carrie$d out by Widiasih e$t al., (2024), 

Nadiana e$t al., (2023), Putri & Iskak, (2023), Sani & Dinuka, (2023), Cahyadi, (2022), Se$tiawan & 

Suwaidi, (2022), Hidayat e$t al., (2021) and Bintara, (2020) who state$d that solve$ncy has an e$ffe$ct 

on profitability. 

The$ Influence$ of Liquidity on Profitability in Islamic Banks in the$ World 

The$ liquidity ratio me$asure$s a company's capacity to me$e$t short-te$rm financial 

commitme$nts on time$ (Fitriana, 2024). The$ more$ liquid a bank is, the$ gre$ate$r its ability to me$e$t 

short-te$rm obligations, the$re$by incre$asing profitability (Musdalifa, 2022). The$re$fore$, it is 

important for banks to e$nsure$ e$quilibrium be$twe$e$n sufficie$nt liquidity and optimal utilization of 

funds to support long-te$rm growth. 
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In this study, liquidity (X2) has a probability value$ of 0,0780 or more$ than 0,05. In this 

study, liquidity (X2) has a probability value$ of 0,0780 or more$ than 0,05. This re$ve$als that H0 is 

authorize$d and H1 is re$je$cte$d, he$nce$, it can be$ e$stablishe$d that the$ liquidity variable$ fore$caste$d 

by FDR partly doe$s not have$ a substantial influe$nce$ on profitability (ROA) in islamic banks in 

the$ world. 

Islamic banks in the$ world ne$e$d to re$-e$valuate$ the$ir liquidity manage$me$nt strate$gie$s to 

e$nsure$ that the$ funds the$y have$ are$ not only available$ to me$e$t short-te$rm obligations, but also 

optimize$d to support be$tte$r financial pe$rformance$. With prope$r liquidity manage$me$nt, banks 

can re$duce$ de$pe$nde$nce$ on e$xte$rnal financing source$s and incre$ase$ profit pote$ntial in the$ long 

te$rm (Somantri & Sukmana, 2020). In addition, it is important for banks to monitor changing 

marke$t conditions that may affe$ct liquidity and adjust the$ir strate$gie$s according to the$ ne$e$ds of 

the$ global e$conomy. 

The$ study's findings corroborate$ the$ inve$stigation carrie$d out by Putri & Wahyudi, (2023), 

Sani & Dinuka, (2023), Afifah & Wardana, (2022), Katharina & Novita, (2022), Oktarianti, 

(2022), Sari e$t al., (2022) and Bintara, (2020) which state$s that liquidity doe$s not affe$ct 

profitability. 

The$ Influence$ of Capital Adequacy on Profitability in Islamic Banks in the$ World 

Capital ade$quacy is a factor use$d to asse$ss whe$the$r the$ capital owne$d by a bank is 

sufficie$nt to support its ope$rational activitie$s (Azizah & Taswan, 2019). Capital ade$quacy re$fle$cts 

the$ bank's capacity to offe$r the$ funds ne$e$de$d to face$ pote$ntial risks of loss (Rahmat & Ruchiyat, 

2021). Banks with ade$quate$ capital ade$quacy te$nd to be$ more$ stable$ and be$tte$r able$ to manage$ 

risk, which can support profitability. Howe$ve$r, if capital is too large$ and not utilize$d e$ffe$ctive$ly, 

this can re$duce$ e$fficie$ncy and adve$rse$ly influe$nce$ profitability. The$re$fore$, it is important for 

banks to balance$ capital ade$quacy with appropriate$ manage$me$nt strate$gie$s. 

As pe$r the$ hypothe$sis te$st re$sults, the$ capital ade$quacy variable$ (CAR) partially on 

profitability (ROA) has a probability value$ of 0,0476 , which is fe$we$r  than 0,05. This indicate$s 

that H0 is de$nie$d and H1 is approve$d, it indicate$s that the$ profitability (ROA) of islamic banks 

worldwide$ is significantly impacte$d by the$ capital ade$quacy variable$, re$pre$se$nte$d by CAR. This 

sugge$sts that capital sufficie$ncy is se$e$n as a significant e$le$me$nt influe$ncing islamic banks' 

profitability. 

Islamic banks in the$ world must pay atte$ntion to capital ade$quacy in the$ir ope$rational 

strate$gie$s, be$cause$ ade$quate$ capital can provide$ prote$ction against pote$ntial risks, incre$ase$ 

financial stability, and support the$ achie$ve$me$nt of be$tte$r pe$rformance$ (Nurkhalifa e$t al., 2021). 

In addition, e$fficie$nt capital manage$me$nt can stre$ngthe$n banks' compe$titive$ne$ss in the$ global 

marke$t, which is ve$ry important in facing the$ challe$nge$s of the$ e$ve$r-growing e$conomy. Thus, 

mature$ capital planning will be$ a solid basis for Islamic banking' future$ e$xpansion and viability. 

The$ study's findings corroborate$ the$ inve$stigation carrie$d out by Putri & Wahyudi, (2023), 

Rachman e$t al., (2023), Katharina & Novita, (2022), Musdalifa, (2022), Ningtyas & Pratama, 

(2022), Sari, (2022), and Ikhsan e$t al., (2019) state$d that capital ade$quacy has a significant e$ffe$ct 

on profitability. 
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The$ Simultane$ous Influence$ of Solvency, Liquidity and Capital Adequacy on Profitability 

in Islamic Banks in the$ World 

The$ re$sults of the$ simultane$ous F te$st in this study we$re$ 0,000000 , which is smalle$r than 

0,05. This me$ans that solve$ncy, liquidity and capital ade$quacy simultane$ously affe$ct the$ 

profitability of Islamic banks in the$ world. The$ ability of the$ solve$ncy, liquidity and capital 

ade$quacy variable$s to e$xplain variations in profitability is 97,9%. Othe$r factors not cove$re$d in 

this study account for the$ re$maining 2,1%. This shows that internal financial factors are the main 

determinants in influencing the profitability of Islamic banks in the world. Practically, high 

solvency reflects the bank's ability to meet financial obligations, good liquidity allows the bank to 

meet funding needs without interruption, and capital adequacy shows the bank's resilience in 

facing risks. Therefore, Islamic bank management needs to maintain a balance between these 

three factors to ensure optimal profitability.  

The$ re$sults of this inve$stigation validate$the$ re$sults of the$ re$se$arch by Widiasih e$t al., 

(2024), Zurriah & Prayogi, (2023) and Se$tiawan & Suwaidi, (2022) which state$ that 

simultane$ously solve$ncy and liquidity affe$ct profitability. In addition, re$se$arch conducte$d by 

Musdalifa, (2022) and Ikhsan e$t al., (2019) also state$d that capital ade$quacy and liquidity 

simultane$ously affe$ct profitability. 

Firm size$ as a Mode$rating Variable$ between the$ Relationship between Solvency and 

Profitability in Islamic Banks in the$ World 

This study de$monstrate$s that in islamic banks worldwide$, the$ link be$twe$e$n solve$ncy and 

profitability can be$ mode$rate$d by busine$ss size$. This is base$d on a probability value$ of 0,0000, 

which is fe$we$r than 0,05. Thus, the$ conclusion can be$ drawn that firm size$ plays a significant 

role$ in mode$rating the$ e$ffe$ct of solve$ncy on profitability. 

Large$r companie$s te$nd to have$ more$ and more$ dive$rsifie$d re$source$s, which can support 

risk manage$me$nt and improve$ financial pe$rformance$. Thus, islamic banks with large$r firm size$s 

can take$ advantage$ of e$conomie$s of scale$ to incre$ase$ e$fficie$ncy and profitability, e$spe$cially in 

facing solve$ncy challe$nge$s. This is consiste$nt with the$ re$sults of the$ inve$stigation carrie$d out by 

Widiasih e$t al., (2024), Pusaka & Takarini, (2023) and Se$tiawan & Suwaidi, (2022) it claime$d that 

the$ link be$twe$e$n solve$ncy and profitability may be$ mode$rate$d by busine$ss size$.  

Furthermore, the role of firm size in moderating this relationship can also be attributed to 

operational stability and access to wider funding sources. Banks with larger sizes tend to have 

stronger bargaining power in accessing capital in the financial market, either through investors or 

other financial instruments. Thus, they can maintain a more stable level of solvency, despite 

facing external pressures. In addition, Islamic banks with larger scales can more easily adopt 

technology and innovation in their operations, which can ultimately improve cost efficiency and 

strengthen profitability (Isman et al., 2023). Therefore, moderation by firm size reflects not only 

stronger financial capacity, but also strategic flexibility in facing the challenges of the Islamic 

banking industry. 
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Firm size$ as a Mode$rating Variable$ between the$ Relationship between Liquidity and 

Profitability in Islamic Banks in the$ World 

The$ findings of this study sugge$st that firm size$ doe$s not have$ the$ ability to mode$rate$ the$ 

e$ffe$ct of liquidity on profitability in islamic banks in the$ world . This is be$cause$ the$ probability 

value$ is 0,0610 or gre$ate$r than 0,05. 

This study shows that firm size$ cannot incre$ase$ profitability whe$n liquidity fluctuate$s, 

sugge$sting that othe$r factors might have$ a more$ significant impact on the$ re$lationship. This can 

also be$ inte$rpre$te$d that both large$ and small firm size$s do not own a significant impact on how 

liquidity and profitability are$ re$late$d in Islamic banks worldwide$. This re$se$arch supports the$ 

conclusions of Widiasih e$t al., (2024) and Zurriah & Prayogi, (2023) it came$ to the$ conclusion 

that busine$ss size$ had no mode$rating e$ffe$ct on the$ re$lationship be$twe$e$n liquidity and 

profitability.  

These results indicate that Islamic banks, regardless of their asset size, face similar 

challenges in managing liquidity to improve profitability. One possible reason is that liquidity 

management policies are more influenced by external factors such as Islamic banking regulations, 

macroeconomic conditions, and monetary policies in each country. In addition, differences in 

business models and fund management strategies between banks can also play a role in 

determining the effectiveness of liquidity on profitability. 

These findings also confirm that although firm size is often associated with greater stability 

and access to financial resources, in the context of Islamic banking, size does not necessarily 

strengthen the relationship between liquidity and profitability. This may be because Islamic 

banks, both large and small, operate in an environment that has limited liquidity instruments in 

accordance with Islamic principles. Thus, the efficiency of liquidity management becomes more 

dependent on the structure of the bank's assets and financial strategies rather than simply on the 

scale of the company. Furthermore, the implications of this study can be a consideration for 

regulators and practitioners of Islamic banking to focus more on the aspects of effective liquidity 

policies, rather than only viewing bank size as a factor that can improve profitability through 

liquidity. 

Firm size$ as a Mode$rating Variable$ between the$ Re$lationship between Capital Ade$quacy 

and Profitability in Islamic Banks in the$ World 

The$ corre$lation be$twe$e$n capital ade$quacy and profitability in Islamic banks in the$ world 

also cannot be$ mode$rate$d by firm size$. This is due$ to the$ probability value$ of 0,0515, which is 

highe$r than 0,05. This implie$s that the$ impact of capital sufficie$ncy on profitability in Islamic 

banks worldwide$ is not mode$rate$ by busine$ss size$. 

Base$d on this study's re$se$arch, it can be$ conclude$d that e$ve$n with good capital ade$quacy, 

firm size$ cannot boost profitability. This sugge$sts that the$ link be$twe$e$n capital ade$quacy and the$ 

profitability of Islamic banks worldwide$ is not significantly influe$nce$d by e$ithe$r large$ or small 

firm.  

One possible reason is that although larger Islamic banks have better access to financial 

resources and can manage capital more efficiently, other factors such as operational efficiency, 
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risk management quality, and cost structure also play an important role in determining 

profitability. In addition, in the Islamic banking system, risk sharing between banks and 

customers through a profit-sharing scheme can make the effect of capital adequacy on 

profitability more complex than in conventional banks. Thus, although sufficient capital is 

important for financial stability, firm size does not necessarily strengthen the relationship in the 

context of Islamic banks globally. 

CONCLUSION  

Base$d on the$ analysis and discussion of the$ re$lationship be$twe$e$n solve$ncy, liquidity, and 

capital ade$quacy on profitability, it can be$ conclude$d that solve$ncy, re$pre$se$nte$d by DE$R, and 

capital ade$quacy, re$pre$se$nte$d by CAR, have$ a significant partial impact on the$ profitability 

(ROA) of Islamic banks worldwide$. Howe$ve$r, the$ profitability (ROA) of islamic banks 

worldwide$ is not significantly impacte$d by liquidity, as me$asure$d by FDR. The$ combine$d e$ffe$cts 

of solve$ncy, liquidity, and capital ade$quacy have$ a significant influe$nce$ on the$ profitability of 

Islamic banks worldwide$. This sugge$sts that the$se$ factors could inte$ract to influe$nce$ the$ global 

profitability of Islamic banks. 

The$ e$ffe$ct of solve$ncy on the$ profitability of Islamic banks worldwide$ can be$ mode$rate$ by 

firm size$. None$the$le$ss, this implie$s that the$ link be$twe$e$n solve$ncy and profitability may be$ 

stre$ngthe$ne$d or we$ake$ne$d de$pe$nding on the$ size$ of the$ company. Like$wise$, the$ link be$twe$e$n 

liquidity and profitability cannot be$ influe$nce$d by company size$, since$ it doe$s not mode$rate$ the$ 

impact of liquidity on the$ profitability of Islamic banks globally. Furthe$rmore$, the$ impact of 

capital sufficie$ncy on the$ profitability of Islamic banks worldwide$ is not mode$rate$ by company 

size$, sugge$sting that the$ conne$ction be$twe$e$n capital ade$quacy and profitability re$mains 

unaffe$cte$d. 

Furthe$r re$se$arch is e$ncourage$d to e$xplore$ othe$r factors that could pote$ntially impact 

profitability in the$ islamic banking se$ctor. it is re$comme$nde$d that future$ studie$s incorporate$ 

othe$r se$ctors to broade$n the$ scope$ of re$se$arch and e$xte$nd the$ time$ pe$riods e$xamine$d.  
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