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Abstract

The purpose of this article was to analyze the effects of macroeconomic and banking variables on
the banking efficiency of selected Islamic countries during the period 2012—-2023. To this end,
two macroeconomic variables—per capita GDP and inflation rate—and three banking variables—
bank capital, bank liquidity, and non-interest income—were considered. The model was estimated
using the Dynamic Ordinary Least Squares (DOLS) method. The results indicated that per capita
GDP had a negative effect on non-performing loans, while the inflation rate had a positive effect.
Bank capital negatively affected non-performing loans, and non-interest income had a positive
impact. However, liquidity showed no significant effect on non-performing loans. Accordingly,
macroeconomic policies should focus on promoting growth and controlling inflation to help
reduce non-performing loans. Additionally, banks should strive to increase capital, reduce
excessive reliance on non-interest income, and develop diversified income streams.

Keywords: Bank, Non-performing loans, Macroeconomic variables, Dynamic Ordinary Least
Squares.
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