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Abstract The purpose of this study is to compare financial performance of the Islamic banks in the COVID-
19 Era. The performance evaluation was conducted on seven Islamic countries between 2017
and 2021. Entropy Method was utilized to choose the best performance evaluation criteria
affecting the Islamic banks’ performance and Waspas Method was used to determine the best
performing Islamic country. The results indicate that ‘liquid assets to short-term liabilities’ is the
best performance criteria for Islamic banks during the ‘whole period’, ‘no pandemic period’ and
‘pandemic period’. Additionally, while the Islamic country with the best performance was Bang-
ladesh during ‘no pandemic period’, Turkey was the leading Islamic country for both ‘whole peri-
od’ and ‘pandemic period’.
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INTRODUCTION

The pandemic of Coronavirus (COVID-19) not only
has posed a serious health threat but also has greatly
affected economies and financial markets all over the
world. In order to cope with the effects of the pandem-
ic, countries have made great efforts to save their
economies, policy makers have implemented various
practices, central banks have tried to provide liquidity,
and measures have been taken to support households
and companies through fiscal policies. However, the
effects of COVID-19 spread rapidly in a very short time.

On the other hand, Islamic banking and finance has
developed remarkably over the last two decades all
over the globe. Starting from the late 1960s, the profit-
sharing system continues to grow rapidly. Islamic banks
were previously operating mostly in Islamic countries.
The practices of Islamic finance have increased consid-
erably all over the globe and Islamic banks have now
spread to more than sixty countries. Islamic banking is
growing not only in the number of countries in which it
operates, but also in terms of financial transactions.
Thus, Islamic banking is being practiced on an even
more intensive scale and it has the power to influence
the global economy (Moin 2008; Khan & Bhatti, 2018;
Haseeb 2018). Under these circumstances, it is im-
portant to evaluate financial performance of the Islam-
ic banks, in particular, during the pandemic period, in
a highly competitive financial environment.

Several multi-criteria decision-making (MCDM)
techniques are used to evaluate financial performance.
The TOPSIS Method is one of the most preferred meth-
ods to compare financial performance of Islamic coun-
tries. The method was initially suggested by Hwang and
Yoon (1981), Lai et al. (1994), Yoon and Hwang (1995).
Gimrah (2016), Alsu et al. (2018), Elmas and Yetim
(2021) evaluated financial performance of Islamic coun-
tries based on international comparison. Glimrah
(2016) also applied TOPSIS Method to investigate Is-
lamic banking performance in Turkey and Malaysia.
Based on the results, participation banks located in
Turkey were ranked as the first three within the period
of 2010-2013. Alsu et al. (2018) examined the financial
performance by utilizing TOPSIS Method covering the
period of 2009-2015. Eighteen participation banks lo-
cated in six Islamic countries were included in the anal-
ysis. Participation banks in Saudi Arabia and Qatar per-
formed better in the performance ranking. Turkey’s
participation banks were in the middle. Moreover, Al-
baraka Turk exhibited a better performance in compari-
son with the others. Elmas and Yetim (2021) conducted
an analysis on participation banks between the years
2012-2019. Saudi Arabia, Malaysia, United Arab Emir-
ates, Kuwait, Turkey and Bahrain were included and
TOPSIS Method was used. The results indicate that Tur-
key took the fifth place in the performance ranking.

Yayar and Baykara (2012) conducted an analysis
utilizing TOPSIS Method in Turkey. They evaluated the
performance of the participation banks in Turkey. Al-
baraka Turk exhibited the most efficiency in the 2005-
2011 period. Another study using TOPSIS Method was
conducted by Elsayed et al. (2017). The best perform-
ing banks were ranked as Bank Al-Bilad, Al-iInmaa Bank,
Al-Rajhi Bank, and Riyad Bank, in the Kingdom of Saudi
Arabia.

CAMELS Rating System is a widely utilized method
in financial performance evaluation, as well. Benli et al.
(2018) conducted an analysis utilizing CAMELS ap-
proach in the period 2010-2017. Only Albaraka Turk
had good performance in 2014, Kuwait Turk weakly
performed in 2015. CAMELS Rating System was also
used by Ozkan (2019). She compared the financial per-
formance of the participation banks in Turkey between
the years 2016-2018. The Vakif, Kuveyt Turk and Ziraat
participation banks are the best performing banks, re-
spectively. On the other hand, Turkey Finance and Al-
baraka exhibited the poorest performance. Another
study using CAMELS Rating System was conducted by
Akyz et al. (2020). They compared the financial perfor-
mance of Islamic banks in Turkey within the period of
2013-2017. Based on the CAMELS approach results, the
performance of Islamic banks tended to decrease since
2015.

It is also seen in the literature that the perfor-
mance of the different types of banks are compared.
For instance, Cetin and Bitirak (2010) used Analytic
Hierarchy Process (AHP) to test the performance of
commercial and participation banks between the years
2005-2007. As a result, Akbank as a commercial bank
and Bank Asya as a participation bank were found to be
the best performing banks in the analysis period. Batir
et al. (2017) measured and compared efficiency of the
participation and conventional banks in Turkey. Based
on Data Envelopment Analysis (DEA) results, participa-
tion banks were found more efficient than the conven-
tional banks between 2005-2013.

Yildiz (2020), Yagh (2020), Hamamci and Karkacier
(2022) preferred an integrated approach in the evalua-
tion process. Yildiz (2020) used Entropy-based TOPSIS
Method and conducted a comparative analysis be-
tween the Participation 30 and Participation 50 indices
in Turkey covering the 2015-2017 period. While there
was no statistically significant difference between the
indices, they had good scores in financial performance
in comparison with the BIST 100 Index. Yaglh (2020)
compared the state and private participation banks
performance in Turkey. While the performance evalua-
tion criteria were determined by utilizing CAMELS
Rating System, the performance ranking was done by
the TOPSIS method. The results indicated that state
participation banks had better financial performance
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than private participation banks in Turkey. Hamamci
and Karkacier (2022) utilized TOPSIS and Entropy meth-
ods to evaluate performance of participation banks in
Turkey and Gulf Cooperation Council between 2016-
2019. Accordingly, UAE ranked first for all the years
except 2018. Oman exhibited the best performance in
2018.

To sum up, the existing literature mostly concen-
trates on the comparison of the different types of
banks such as participation, commercial and conven-
tional banks. The financial performance of different
Islamic banks are analyzed, as well. As mentioned earli-
er, an international comparison is quite limited on the
evaluation of the performance. Conducting the analysis
on the COVID-19 pandemic period is also a first of its
kind to the best of the author’s knowledge.

This analysis compares financial performance of
the Islamic banks operating in seven Islamic countries
(Saudi Arabia, Malaysia, UAE, Kuwait, Indonesia, Tur-
key, Bangladesh) in the COVID-19 era. This study covers
the period between the years 2017-2021 and provides
evidence in terms of earnings, asset quality, leverage,
liquidity and capital adequacy for the analysis period.
Within this context, the purpose of this study is three-
fold:

A) to determine the best performance criteria affecting
Islamic bank financial performance,

B) to rank Islamic countries based on their financial pe-
rformance,

C) to analyze the COVID-19 effect on Islamic bank fina-
ncial performance among different countries.

In this study, the most important performance cri-
teria affecting Islamic bank financial performance is
determined by using Entropy weights. Waspas Method
is utilized for the performance ranking, as suggested by
Shannon (1948) and Zvadskas et al. (2012).

The findings of this study are expected to be useful
for regulators of financial institutions, government poli-
cymakers, and bank management, in particular. This
study helps them to enhance Islamic bank financial
performance by taking into consideration financial per-
formance indicators. It also provides a tool for manag-

Number of Islamic Banks

Table 1: Number of Islamic Banks and Number of Branches

ers to manage Islamic banks with more accurate strate-
gies and offers a perspective for analysts to evaluate
financial performance more effectively during crisis
periods such as COVID-19. Comparing and analyzing
the financial performance of Islamic banks in different
countries will enable managers to make the right deci-
sions and gain a competitive advantage in Islamic fi-
nance markets.

The remainder of this study includes the following
parts: the data is explained, and the methods utilized in
this study are stated. The conclusion follows the find-
ings.

MATERIAL AND METHODS

The financial performance of Islamic banks is evalu-
ated based on an international comparison between
2017-2021, in this study. This study also aims to deter-
mine the financial performance of Islamic banks under
the global pandemic of COVID-19. Due to the uncer-
tainty of the economic impact of this disease, there
would be a significant effect in the performance evalua-
tion. Therefore, after comparing the financial perfor-
mances of the banks for the “whole period”, “no pan-
demic period” and “pandemic period” were also ana-
lyzed, separately. While “no pandemic period” covers
the period from 2017 to 2019, “pandemic period” in-
cludes the data starting with the year 2020 because the
effects of the pandemic started to be reflected on fi-
nancial statements for the first quarter of 2020.

IFDI Report 2022 includes 136 countries that have
dependencies with a presence in Islamic finance. The
top ten countries by Islamic Finance Assets were select-
ed based on IFDI Report 2022, in this study. However,
the Islamic countries of Saudi Arabia, Malaysia, United
Arab Emirates, Kuwait, Indonesia, Turkey and Bangla-
desh were included in the analysis. Iran, Qatar and Bah-
rain were excluded because of the unavailability of the
data series for the given period. The data used in the
study were obtained from the official website of the
Islamic Financial Services Board (IFSB). IFSB provides
data at the country level. The number of Islamic banks
and branches are presented in Table 1.

Number of Branches

Financial Internet Quarterly 2023, vol. 19 / no. 3

Countries 2017 2021 2017 2021
Saudi Arabia 4 4 830 808
Malaysia 6 6 2,246 2,246
UAE 8 10 304 212
Kuwait 6 6 176 182
Indonesia 13 12 462 500
Turkey 5 6 970 1,307
Bangladesh 8 10 1,124 1,590

Source: Author’s own work.
www.finquarterly.com
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As seen from Table 1, the number of Islamic banks
has increased in UAE, Turkey and Bangladesh over the
period 2017-2021. While no changes have been ob-
served in Saudi Arabia, Malaysia and Kuwait, the num-
ber of Islamic banks has decreased only in Indonesia. It
is also reported that there has been a significant in-
crease in the number of branches in Turkey and Bangla-
desh for the study period.

The classification of financial performance meas-
urements is made based on earnings, asset quality,
financial leverage, liquidity and capital adequacy in the
banking industry. Within this context, while return on
assets, return on equity, net profit margin are used to
measure earnings, gross nonperforming financing ratio

and net nonperforming financing ratio are evaluated
for the asset quality of the banks. As a measure of fi-
nancial leverage, capital to assets ratio is utilized and
liquid assets ratio and liquid assets to short-term liabili-
ties are taken into account to assess liquidity as the
performance evaluation criteria. Capital adequacy ratio
is also preferred while evaluating financial performance
of banks. The data was collected from the official web-
site of the Islamic Financial Services Board. Average
values of the years are used in the analysis to measure
long-term performance, as in Erdogan (2022). Financial
performance measurement criteria under these certain
classifications in the banking industry are presented in
Table 2.

Table 2: Financial Performance Measurement Criteria

Financial Performance

Earnings

Measurments
Return on Assets (ROA)
Return on Equity (ROE)
Net Profit Margin (NPM)

Asset Quality

Gross Nonperforming Financing Ratio (Gross NPF)
Net Nonperforming Financing to Capital (Net NPF)

Leverage

Capital to Assets

Liquidity

Liquid Assets Ratio

Liquid Assets to Short-Term Liabilities

Capital Adequacy

Capital Adequacy Ratio (CAR)

Source: Author’s own work.

While ROA reflects the earning performance based
on the total assets (Spathis et al. 2002), ROE indicates
the earning performance based on the shareholders’
stake (Hassan & Bashir, 2006). The third ratio of earn-
ings NPM also represents earnings and is expected to
be high while trying to make right decisions (Husna
& Desiyanti, 2016; Mahdi & Khaddafi, 2020). Gross NPF
and Net NPF that measure asset quality represent the
financing risk and have ability to affect bank profitabil-
ity, directly (Effendi et al., 2017). Capital to assets ratio
measures leverage of the institution and represents the
extent to which assets are funded by external sources.
One of the most used liquidity ratios is liquid asset ra-
tio. This ratio gives information about the liquidity
shock absorption capacity of a bank. On the other
hand, liquid assets to short-term liabilities is more fo-
cused on the bank’s sensitivity to selected types of
funding. If the liquidity ratios are higher, the bank has
the capacity to absorb liquidity shock (Vodova, 2013).
Capital adequacy ratio is an indicator of how well
a bank can meet its obligations. It is crucial during crisis
periods to provide adequate funding, in particular. Con-
sidering all these determinants, these criteria should be
taken into consideration to evaluate the financial per-
formance of the banking sector in the financial world.

MCDM methods are one of the most used methods
to determine the best alternative between multiple

alternatives by conducting mathematical analysis in the
evaluation process (Elsayed et al., 2017; Yilmaz et al.,
2020). Entropy is used to determine the best perfor-
mance criteria affecting the Islamic banks’ financial
performance, Waspas Method is utilized for the perfor-
mance ranking, in this study.

ENTROPY METHOD

This method is suggested by Shannon (1948) to
provide an evaluation during the decision-making pro-
cess. The criteria weights are calculated through this
method.

The steps of the Entropy Method can be expressed,
as follows (Wu et al., 2011):

The decision matrix is constructed, as in the follow-
ing matrix:

Xa o Xp o Xy,
X21 X22 X2n
Xml Xm2 T an

The decision matrix is normalized for each criteri-
on, as follows:

po_

' 2 TZI Xij

i=12,..m j=12,..,n (2

www.finquarterly.com
University of Information Technology and Management in Rzeszow IIS1

Financial Internet Quarterly 2023, vol. 19 / no. 3




Hilal H. Erdogan
Entropy-Based Waspas approach for financial performance in the COVID-19 era:

Evidence from Islamic countries

The entropy value (ej) is computed for all criteria,
as follows:

dj:1-ej j=1,2,...,.n (3)

The objective weight (W;) for each criterion is cal-
culated, as follows:
d; .
W :n— J:1,2,...,n (4)

l ZS:ldS

The objective weight is expected to be higher for
the decision-making process (Wang & Lee, 2009).

WASPAS METHOD

The Waspas Method integrates the weighted sum
model (WSM) and weighted product model (WPM) to
achieve a more effective result during the decision-
making process. The optimal alternative is determined
through this method (Zvadskas et al., 2012;
Chakraborty et al., 2014).

The steps of the Waspas Method can be expressed
as follows (Zvadskas et al., 2012; Chakraborty et al.,
2014):

The decision matrix is defined, as in the Entropy
Method, at first. The following matrix represents the
decision matrix:

Xg o Xp oo X,
X1 Xy o Xy,
Xml Xm2 o an

The decision matrix is normalized for each criteri-
on. The beneficial criteria is computed as in equation 5
and the non-beneficial criteria is computed as in equa-
tion 6:

Financial Internet Quarterly 2023, vol. 19 / no. 3

X,=—"— i=1,2,.,m j=1,2,.,n (5)
max; X;

—  minx; . .

X, = L i=1,2,..,m j=1,2,.,n (6)
X.

The total relative importance of i alternative is
expressed based on the Weighted Sum Model (WSM),
as follows:

Q=T 0" )

The total relative importance of i alternative is
developed based on the Weighted Product Model
(WPM), as follows:

Q® =TT . (x)" (8)

The total importance of i™ alternative is deter-
mined to calculate a joint generalized criterion, as fol-
lows:

Q =0.5Q" +0.5Q (9)

The total relative importance of i alternative is
defined to express a more generalized equation as fol-
lows:

Q =1QP+(1-NQ? 1=1,01,.,1 (10)

Q; value is expected to be highest for the best alter-
native between multiple alternatives.

RESuULTS

Table 3 exhibits the constructed decision matrix of
seven Islamic countries and nine evaluation criteria for
‘whole period’, ‘no pandemic period’ and ‘pandemic
period’, separately.

Table 3: Constructed Decision Matrix

Capital Liquid Liquid assets
Countries ROA 3{0]3 NPM CAR Gross Net to EE to short-term
NPF NPF . ——
Assets ratio liabilities
Whole Period
Saudi Arabia 0.0238 | 0.1857 | 0.5140 | 0.1995 | 0.0116 | 0.0741 | 0.1361 | 0.2924 0.2701
Malaysia 0.0104 | 0.1494 | 0.3853 | 0.1766 | 0.0147 | 0.0947 | 0.0663 | 0.1925 1.3369
UAE 0.0139 | 0.1047 | 0.3180 | 0.1797 | 0.0607 | 0.1196 | 0.1283 | 0.1532 0.1915
Kuwait 0.0106 | 0.1026 | 0.2870 | 0.1764 | 0.0183 | 0.0776 | 0.1072 | 0.2634 0.3531
Indonesia 0.0179 | 0.1517 | 0.1978 | 0.2168 | 0.0330 | 0.0920 | 0.1087 | 0.1114 0.1633
Turkey 0.0163 | 0.2130 | 0.2517 | 0.1784 | 0.0353 | 0.0559 | 0.0769 | 0.5851 0.7193
Bangladesh 0.0098 | 0.2064 | 0.3466 | 0.1415 | 0.0385 | 0.2144 | 0.0473 | 0.1683 0.6816
No Pandemic Period
Saudi Arabia 0.0251 | 0.1736 | 0.4900 | 0.2094 | 0.0114 | 0.0793 | 0.1453 | 0.2946 0.2800
Malaysia 0.0110 | 0.1596 | 0.4105 | 0.1721 | 0.0149 | 0.0813 | 0.0650 | 0.1896 1.3728
UAE 0.0151 | 0.1168 | 0.3152 | 0.1722 | 0.0534 | 0.0833 | 0.1243 | 0.1507 0.1865
Kuwait 0.0143 | 0.1282 | 0.2496 | 0.1795 | 0.0203 | 0.0793 | 0.1111 | 0.3044 0.4180
www.finquarterly.com '
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Capital Liquid Liquid assets to

Countries Gross Net to assets short-term
NPF NPF . L.
Assets ratio liabilities
ic Period
Indonesia 0.0146 | 0.1291 | 0.1571 | 0.1902 | 0.0392 | 0.1355 | 0.1005 | 0.1096 0.1463
Turkey 0.0141 | 0.1712 | 0.2310 | 0.1710 | 0.0385 | 0.0766 | 0.0827 | 0.5265 0.6751
Bangladesh 0.0134 | 0.2582 | 0.3594 | 0.1168 | 0.0475 | 0.2222 | 0.0471 | 0.2370 0.9608
Pandemic Period
Saudi Arabia 0.0228 | 0.1944 | 0.5300 | 0.1924 | 0.0118 | 0.0703 | 0.1294 | 0.2909 0.2665
Malaysia 0.0099 | 0.1420 | 0.3669 | 0.1799 | 0.0146 | 0.1045 | 0.0672 | 0.1946 1.3108
UAE 0.0132 | 0.0986 | 0.3305 | 0.1832 | 0.0682 | 0.1467 | 0.1306 | 0.1494 0.1872
Kuwait 0.0075 | 0.0792 | 0.3117 | 0.1758 | 0.0181 | 0.0804 | 0.1048 | 0.2336 0.3090
Indonesia 0.0190 | 0.1607 | 0.2145 | 0.2294 | 0.0307 | 0.0720 | 0.1106 | 0.1180 0.1822
Turkey 0.0177 | 0.2420 | 0.2730 | 0.1842 | 0.0317 | 0.0380 | 0.0728 | 0.6122 0.7444
Bangladesh 0.0080 | 0.1811 | 0.3406 | 0.1558 | 0.0304 | 0.1996 | 0.0478 | 0.1438 0.5222

Source: Author’s own work.

ENTROPY RESULTS

Table 4 reports the normalized decision matrix by
dividing into three periods: ‘whole period’, ‘no pan-
demic period’ and ‘pandemic period’.

Table 4: Normalized Decision Matrix

Capital Liquid Liquid assets

Gross Net

Countries ROA ROE NPM CAR to assets to short-term
NPF NPF . T
Assets ratio liabilities
Whole Period
Saudi Arabia 0.2316 | 0.1667 | 0.2234 | 0.1573 | 0.0547 | 0.1017 0.2029 0.1656 0.0727
Malaysia 0.1013 | 0.1342 | 0.1675 | 0.1392 | 0.0693 | 0.1301 | 0.0988 | 0.1090 0.3598
UAE 0.1353 | 0.0940 | 0.1382 | 0.1416 | 0.2861 | 0.1642 | 0.1913 | 0.0867 0.0515
Kuwait 0.1036 | 0.0922 | 0.1248 | 0.1390 | 0.0862 | 0.1065 | 0.1599 | 0.1491 0.0950
Indonesia 0.1746 | 0.1362 | 0.0860 | 0.1708 | 0.1559 | 0.1263 | 0.1621 | 0.0631 0.0440
Turkey 0.1585 | 0.1913 | 0.1094 | 0.1406 | 0.1663 | 0.0767 | 0.1146 | 0.3313 0.1936
Bangladesh 0.0951 | 0.1854 | 0.1507 | 0.1115 | 0.1815 | 0.2944 | 0.0705 | 0.0953 0.1834
No Pandemic Period
Saudi Arabia 0.2334 | 0.1527 | 0.2222 | 0.1729 | 0.0506 | 0.1046 | 0.2149 | 0.1625 0.0693
Malaysia 0.1024 | 0.1404 | 0.1853 | 0.1421 | 0.0660 | 0.1074 | 0.0961 | 0.1046 0.3398
UAE 0.1405 | 0.1028 | 0.1423 | 0.1422 | 0.2373 | 0.1099 | 0.1839 | 0.0832 0.0462
Kuwait 0.1332 | 0.1128 | 0.1127 | 0.1482 | 0.0901 | 0.1047 | 0.1644 | 0.1679 0.1035
Indonesia 0.1353 | 0.1136 | 0.0709 | 0.1570 | 0.1742 | 0.1788 | 0.1487 | 0.0605 0.0362
Turkey 0.1312 | 0.1506 | 0.1043 | 0.1412 | 0.1709 | 0.1012 | 0.1224 | 0.2905 0.1671
Bangladesh 0.1242 | 0.2271 | 0.1622 | 0.0964 | 0.2109 | 0.2933 | 0.0697 | 0.1308 0.2379
Pandemic Period
Saudi Arabia 0.2320 | 0.1771 | 0.2239 | 0.1479 | 0.0572 | 0.0988 | 0.1951 | 0.1669 0.0757
Malaysia 0.1012 | 0.1293 | 0.1550 | 0.1383 | 0.0709 | 0.1469 | 0.1013 | 0.1117 0.3721
UAE 0.1347 | 0.0898 | 0.1396 | 0.1409 | 0.3322 | 0.2062 | 0.1969 | 0.0858 0.0532
Kuwait 0.0768 | 0.0721 | 0.1317 | 0.1351 | 0.0882 | 0.1130 | 0.1581 | 0.1341 0.0877
Indonesia 0.1938 | 0.1463 | 0.0906 | 0.1764 | 0.1492 | 0.1011 | 0.1667 | 0.0677 0.0517
Turkey 0.1803 | 0.2204 | 0.1153 | 0.1416 | 0.1541 | 0.0535 | 0.1097 | 0.3513 0.2113
Bangladesh 0.0811 | 0.1649 | 0.1439 | 0.1198 | 0.1482 | 0.2806 | 0.0721 | 0.0825 0.1482

Source: Author’s own work.
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As stated earlier, the decision matrix is normalized,
at first. The values of e;, d; and w; are determined by
equation 2, equation 3 and equation 4, respectively.

Table 5: Entropy Values and Objective Weights

Financial Internet Quarterly 2023, vol. 19 / no. 3

The values of e;, dj and w; are exhibited for ‘whole peri-
od’, ‘no pandemic period’ and ‘pandemic period’ on
Table 5.

cn GO Net capalto 0T HCHRES
NPF NPF Assets . Sp—
ratio liabilities
Whole Period
g 0.8237 0.8298 0.8276 0.8420 0.7865 | 0.8040 0.8217 0.7815 0.7388
0.1763 0.1702 0.1724 0.1580 0.2135 | 0.1960 0.1783 0.2185 0.2612

0.1011 0.0976 0.0988 0.0906

No Pandemic Per

0.1224 | 0.1123

iod

0.1022 0.1253 0.1497

€ 0.8309 0.8301 0.8202 0.8398 0.7918 | 0.8053 0.8207 0.7959 0.7336

d 0.1691 0.1699 0.1798 0.1602 0.2082 | 0.1947 0.1793 0.2041 0.2664

Wi 0.0977 0.0981 0.1038 0.0925 0.1202 | 0.1125 0.1035 0.1178 0.1538
Pandemic Perio

e 0.8115 0.8204 0.8302 0.8425 0.7759 | 0.7936 0.8222 0.7728 0.7371

d; 0.1885 0.1796 0.1698 0.1575 0.2241 | 0.2064 0.1778 0.2272 0.2629

w; 0.1051 0.1001 0.0947 0.0878 0.1249 | 0.1151 0.0991 0.1267 0.1465

Source: Auth

The evaluation criteria of Liquid assets to short-
term liabilities was found to be the best performance
criteria for all the periods. Furthermore, Liquid assets
ratio was the second most affecting criteria of the Is-
lamic banks for ‘whole period’ (0.1253) and ‘pandemic
period’ (0.1267), while Gross NPF (0.1202) follows the
amount of Liquid assets to short-term liabilities for ‘no
pandemic period’. Additionally, the criterion of CAR is
the least affecting performance criteria of the Islamic
banks for all the periods based on the results reported

or’s own work.

on Table 5. Thus, the results of the study provide evi-
dence that liquidity and asset quality have more effects
than profitability for the performance evaluation in
Islamic countries.

WASPAS RESULTS

Islamic countries are ranked based on the financial
performance through Waspas Method. The normalized
decision matrix of seven lIslamic countries and nine
evaluation criteria is presented in Table 6.

Table 6: Normalized Decision Matrix

Gross Capital Liquid Liquid assets to
Countries ROA 1{0]3 NPM CAR NPE Net NPF to assets short-term
Assets ratio liabilities
Whole Period
Saudi Arabia 1.0000 | 0.8716 | 1.0000 | 0.9205 | 0.1913 | 0.3455 | 1.0000 | 0.4998 0.2020
Malaysia 0.4372 | 0.7015 | 0.7495 | 0.8148 | 0.2422 | 0.4419 | 0.4869 | 0.3289 1.0000
UAE 0.5842 | 0.4915 | 0.6186 | 0.8289 | 1.0000 | 0.5579 | 0.9428 | 0.2618 0.1433
Kuwait 0.4472 | 0.4819 | 0.5584 | 0.8136 | 0.3013 | 0.3618 | 0.7880 | 0.4501 0.2641
Indonesia 0.7538 | 0.7121 | 0.3849 | 1.0000 | 0.5448 | 0.4292 | 0.7989 | 0.1904 0.1222
Turkey 0.6842 | 1.0000 | 0.4897 | 0.8229 | 0.5813 | 0.2607 | 0.5648 | 1.0000 0.5381
Bangladesh 0.4103 | 0.9692 | 0.6743 | 0.6526 | 0.6344 | 1.0000 | 0.3474 | 0.2876 0.5099
No Pandemic Period

Saudi Arabia 1.0000 | 0.6722 | 1.0000 | 1.0000 | 0.2133 | 0.3567 | 1.0000 | 0.5595 0.2040
Malaysia 0.4387 | 0.6181 | 0.8342 | 0.8222 | 0.2781 | 0.3661 | 0.4472 | 0.3602 1.0000
UAE 0.6020 | 0.4525 | 0.6405 | 0.8223 | 1.0000 | 0.3748 | 0.8555 | 0.2863 0.1358
Kuwait 0.5707 | 0.4967 | 0.5071 | 0.8574 | 0.3797 | 0.3570 | 0.7648 | 0.5781 0.3045
Indonesia 0.5797 | 0.5000 | 0.3193 | 0.9082 | 0.7341 | 0.6097 | 0.6918 | 0.2081 0.1066
Turkey 0.5622 | 0.6630 | 0.4694 | 0.8168 | 0.7201 | 0.3449 | 0.5693 | 1.0000 0.4917
Bangladesh 0.5320 | 1.0000 | 0.7302 | 0.5577 | 0.8885 | 1.0000 | 0.3242 | 0.4502 0.6999
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Capital Liquid Liquid assets to

Countries e to assets short-term
Assets ratio liabilities
Saudi Arabia 1.0000 | 0.8036 | 1.0000 | 0.8388 0.1723 0.3522 | 0.9909 | 0.4751 0.2033
Malaysia 0.4360 | 0.5869 | 0.6923 | 0.7842 | 0.2135 | 0.5235 | 0.5145 | 0.3178 1.0000
UAE 0.5806 | 0.4075 | 0.6237 | 0.7989 1.0000 0.7349 1.0000 | 0.2441 0.1428
Kuwait 0.3311 | 0.3273 | 0.5880 | 0.7662 | 0.2654 | 0.4027 | 0.8028 | 0.3816 0.2357
Indonesia 0.8354 | 0.6640 | 0.4048 | 1.0000 | 0.4492 | 0.3605 | 0.8467 | 0.1928 0.1390
Turkey 0.7772 1.0000 | 0.5152 | 0.8029 0.4640 0.1906 | 0.5573 1.0000 0.5679
Bangladesh 0.3496 | 0.7485 | 0.6427 | 0.6791 | 0.4461 | 1.0000 | 0.3663 | 0.2349 0.3984

Source: Author’s own work.

The total relative importance of the alternatives period’ and ‘pandemic period’ is computed separately
based on the WSM for ‘whole period’, ‘no pandemic and presented in Table 7.

Table 7: Normalized Weighted Matrix (WSM)
Capital Liquid Liquid assets to

Countries ROA 3{0]3 NPM CAR Gl\nl'g:s Net NPF to assets short-term
Assets ratio liabilities
Whole Period
Saudi Arabia 0.1429 | 0.1245 | 0.1429 | 0.1315 | 0.0273 | 0.0494 | 0.1429 | 0.0714 0.0289
Malaysia 0.0625 | 0.1002 | 0.1071 | 0.1164 | 0.0346 | 0.0631 | 0.0696 | 0.0470 0.1429
UAE 0.0835 | 0.0702 | 0.0884 | 0.1184 | 0.1429 | 0.0797 | 0.1347 | 0.0374 0.0205
Kuwait 0.0639 | 0.0688 | 0.0798 | 0.1162 | 0.0430 | 0.0517 | 0.1126 | 0.0643 0.0377
Indonesia 0.1077 0.1017 | 0.0550 | 0.1429 | 0.0778 | 0.0613 0.1141 0.0272 0.0175
Turkey 0.0977 | 0.1429 | 0.0700 | 0.1176 | 0.0830 | 0.0372 | 0.0807 | 0.1429 0.0769
Bangladesh 0.0586 | 0.1385 | 0.0963 | 0.0932 | 0.0906 | 0.1429 | 0.0496 | 0.0411 0.0728
No Pandemic Period
Saudi Arabia 0.1429 | 0.0960 | 0.1429 | 0.1429 | 0.0305 | 0.0510 | 0.1429 | 0.0799 0.0291
Malaysia 0.0627 | 0.0883 | 0.1192 | 0.1175 | 0.0397 | 0.0523 | 0.0639 | 0.0515 0.1429
UAE 0.0860 | 0.0646 | 0.0915 | 0.1175 | 0.1429 | 0.0535 | 0.1222 | 0.0409 0.0194
Kuwait 0.0815 | 0.0710 | 0.0724 | 0.1225 | 0.0542 | 0.0510 | 0.1093 | 0.0826 0.0435
Indonesia 0.0828 | 0.0714 | 0.0456 | 0.1297 | 0.1049 | 0.0871 | 0.0988 | 0.0297 0.0152
Turkey 0.0803 | 0.0947 | 0.0671 | 0.1167 | 0.1029 | 0.0493 | 0.0813 | 0.1429 0.0702
Bangladesh 0.0760 | 0.1429 | 0.1043 | 0.0797 | 0.1269 | 0.1429 | 0.0463 | 0.0643 0.1000
Pandemic Period
Saudi Arabia 0.1429 | 0.1148 | 0.1429 | 0.1198 | 0.0246 | 0.0503 | 0.1416 | 0.0679 0.0290
Malaysia 0.0623 | 0.0838 | 0.0989 | 0.1120 | 0.0305 | 0.0748 | 0.0735 | 0.0454 0.1429
UAE 0.0829 | 0.0582 | 0.0891 | 0.1141 | 0.1429 | 0.1050 | 0.1429 | 0.0349 0.0204
Kuwait 0.0473 | 0.0468 | 0.0840 | 0.1095 | 0.0379 | 0.0575 | 0.1147 | 0.0545 0.0337
Indonesia 0.1193 | 0.0949 | 0.0578 | 0.1429 | 0.0642 | 0.0515 | 0.1210 | 0.0275 0.0199
Turkey 0.1110 | 0.1429 | 0.0736 | 0.1147 | 0.0663 | 0.0272 | 0.0796 | 0.1429 0.0811
Bangladesh 0.0499 | 0.1069 | 0.0918 | 0.0970 | 0.0637 | 0.1429 | 0.0523 | 0.0336 0.0569

Source: Author’s own work.

The total relative importance of the alternatives period’ and ‘pandemic period’ is computed separately
based on the WPM for ‘whole period’, ‘no pandemic and exhibited in Table 8.
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Table 8: Normalized Weighted Matrix (WPM)

Gross Net Capital Liquid Liquid assets to

Countries ROA 3{0]3 NPM CAR to assets short-term
NPF NPF . s
Assets ratio liabilities
Whole Period
Saudi Arabia 1.0000 | 0.9806 | 1.0000 | 0.9882 | 0.7896 | 0.8591 | 1.0000 | 0.9057 0.7957
Malaysia 0.8885 | 0.9506 | 0.9596 | 0.9712 | 0.8166 | 0.8899 | 0.9023 | 0.8531 1.0000
UAE 0.9261 | 0.9035 | 0.9337 | 0.9736 | 1.0000 | 0.9200 | 0.9916 | 0.8258 0.7576
Kuwait 0.8914 | 0.9010 | 0.9201 | 0.9710 | 0.8425 | 0.8648 | 0.9665 | 0.8922 0.8268
Indonesia 0.9604 | 0.9527 | 0.8725 | 1.0000 | 0.9169 | 0.8862 | 0.9684 | 0.7890 0.7406
Turkey 0.9472 | 1.0000 | 0.9030 | 0.9725 | 0.9254 | 0.8252 | 0.9216 | 1.0000 0.9153
Bangladesh 0.8805 | 0.9955 | 0.9453 | 0.9409 | 0.9371 | 1.0000 | 0.8598 | 0.8369 0.9083
No Pandemic Period
Saudi Arabia 1.0000 | 0.9448 | 1.0000 | 1.0000 | 0.8019 | 0.8631 | 1.0000 | 0.9204 0.7968
Malaysia 0.8889 | 0.9336 | 0.9744 | 0.9724 | 0.8329 | 0.8663 | 0.8914 | 0.8643 1.0000
UAE 0.9301 | 0.8929 | 0.9383 | 0.9724 | 1.0000 | 0.8692 | 0.9780 | 0.8364 0.7519
Kuwait 0.9230 | 0.9049 | 0.9076 | 0.9783 | 0.8708 | 0.8632 | 0.9624 | 0.9247 0.8438
Indonesia 0.9251 | 0.9057 | 0.8495 | 0.9863 | 0.9568 | 0.9318 | 0.9487 | 0.7991 0.7263
Turkey 0.9210 | 0.9430 | 0.8976 | 0.9715 | 0.9542 | 0.8589 | 0.9227 | 1.0000 0.9036
Bangladesh 0.9138 | 1.0000 | 0.9561 | 0.9200 | 0.9832 | 1.0000 | 0.8514 | 0.8923 0.9503
Saudi Arabia 1.0000 | 0.9693 | 1.0000 | 0.9752 | 0.7778 | 0.8615 | 0.9987 | 0.8991 0.7964
Malaysia 0.8882 | 0.9267 | 0.9488 | 0.9659 | 0.8020 | 0.9117 | 0.9094 | 0.8489 1.0000
UAE 0.9253 | 0.8796 | 0.9348 | 0.9684 | 1.0000 | 0.9570 | 1.0000 | 0.8175 0.7573
Kuwait 0.8539 | 0.8525 | 0.9270 | 0.9627 | 0.8274 | 0.8781 | 0.9691 | 0.8714 0.8135
Indonesia 0.9746 | 0.9432 | 0.8788 | 1.0000 | 0.8920 | 0.8644 | 0.9765 | 0.7904 0.7544
Turkey 0.9646 | 1.0000 | 0.9096 | 0.9691 | 0.8961 | 0.7892 | 0.9199 | 1.0000 0.9223
Bangladesh 0.8606 | 0.9595 | 0.9388 | 0.9462 | 0.8911 | 1.0000 | 0.8663 | 0.8131 0.8768

Source: Author’s own work.

Table 9 provides a joint generalized criterion for
a A value of 0.5. Accordingly, it is observed that Turkey
is the best performing Islamic country for ‘whole pe-
riod” and ‘pandemic period’. It is followed by the Isla-
mic banks traded in Saudi Arabia. The banks exhibit the
worst performance with the lowest value in Kuwait,
and Indonesia follows it during ‘whole period’ and
‘pandemic period’. Waspas rankings of the Islamic
banks’ ‘whole period’ performance virtually match the
Islamic banks’ ‘pandemic period’ performance.

However, the results differ during ‘no pandemic
period’. Accordingly, while Bangladesh is the leading
country in terms of financial performance, Indonesia
exhibits the worst performance among Islamic coun-
tries. Bangladesh’s performance ranking is remarkable
during the ‘pandemic period’. While it appears as the
first during ‘no pandemic period’, it drops to the fifth
place during ‘pandemic period’ based on the perfor-
mance evaluation criteria.

Table 9: Total Importance of the Alternative

Countries Qi(z)
Whole Period
Saudi Arabia 0.8615 0.4737 0.6676 2
Malaysia 0.7433 0.4403 0.5918 5
UAE 0.7756 0.4341 0.6048 4
Kuwait 0.6380 0.3727 0.5054 7
Indonesia 0.7052 0.3671 0.5361 6
Turkey 0.8488 0.5359 0.6924 1
Bangladesh 0.7837 0.4775 0.6306 3
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Countries i Qi(z)
No Pandemic Period
Saudi Arabia 0.8580 0.4796 0.6688 2
Malaysia 0.7378 0.4371 0.5875 4
UAE 0.7385 0.4051 0.5718 5
Kuwait 0.6880 0.4185 0.5533 6
Indonesia 0.6654 0.3446 0.5050 7
Turkey 0.8054 0.5175 0.6614 3
Bangladesh 0.8833 0.5705 0.7269 1
Saudi Arabia 0.8337 0.4530 0.6434 2
Malaysia 0.7241 0.4258 0.5750 4
UAE 0.7904 0.4365 0.6134 3
Kuwait 0.5859 0.3243 0.4551 7
Indonesia 0.6989 0.3627 0.5308 6
Turkey 0.8393 0.5102 0.6747 1
Bangladesh 0.6951 0.4037 0.5494 5

Source: Author’s own work.

Table 10 reports a more generalized analysis with
the varying values of A. Accordingly, almost no differen-
ce on the ranking was observed based on different
A values. Table 10 also shows that the Islamic country
of Turkey was the best alternative for ‘whole period’
and ‘pandemic period’. The country with the best per-
formance was Bangladesh for ‘no pandemic period’.
Therefore, it can be concluded that the Waspas ran-

To sum up, these results indicate that the govern-
ment managed the economy in the COVID-19 era suc-
cessfully by utilizing economic stimuli in Turkey, Saudi
Arabia and UAE. The policies and measures taken by
bank management were also effective in these coun-
tries. However, Bangladesh exhibited the worst perfor-
mance among Islamic countries during the pandemic.
Thus, it can be said that banking operations in Bangla-

kings of the Islamic countries almost exactly match the desh were the most affected by the COVID-19 pande-

WSM rankings, supporting the study of Chakraborty mic.
and Zavadskas (2014).

Table 10: Effect of A on Performance Ranking
A=0.2 A=0.3 A=0.4 A=0.5 A=0.6 A=0.7

Countries A=0 A=0.1 A=0.8 A=0.9 A=1

Whole Period

Saudi Arabia | 0.4737 | 0.5125 | 0.5513 | 0.5901 | 0.6289 | 0.6676 | 0.7064 | 0.7452 | 0.7840 | 0.8228 | 0.8615 3
Malaysia 0.4403 |1 0.4706 | 0.5009 | 0.5312 | 0.5615 | 0.5918 | 0.6221 | 0.6524 | 0.6827 | 0.7130 | 0.7433 4
UAE 0.4341]0.4683 | 0.5024 | 0.5366 | 0.5707 | 0.6048 | 0.6390 | 0.6731 | 0.7073 | 0.7414 | 0.7756 5
Kuwait 0.3727]0.3993 | 0.4258 | 0.4523 | 0.4789 | 0.5054 | 0.5319 | 0.5585 | 0.5850 | 0.6115 | 0.6380 6
Indonesia 0.3671 | 0.4009 | 0.4347 | 0.4685 | 0.5023 | 0.5361 | 0.5699 | 0.6037 | 0.6376 | 0.6714 | 0.7052 7
Turkey 0.5359 | 0.5672 | 0.5985 | 0.6298 | 0.6611 | 0.6924 | 0.7237 | 0.7549 | 0.7862 | 0.8175 | 0.8488 1
Bangladesh |0.4775|0.5081 | 0.5387 | 0.5693 | 0.6000 | 0.6306 | 0.6612 | 0.6918 | 0.7225 | 0.7531 | 0.7837 2
o Pandemic Period
Saudi Arabia | 0.4796 | 0.5174 | 0.5553 | 0.5931 | 0.6309 | 0.6688 | 0.7066 | 0.7445 | 0.7823 | 0.8201 | 0.8580 3
Malaysia 0.4371]0.4672 | 0.4973 | 0.5273 | 0.5574 | 0.5875 | 0.6175 | 0.6476 | 0.6777 | 0.7077 | 0.7378 4
UAE 0.4051|0.4384 | 0.4718 | 0.5051 | 0.5385 | 0.5718 | 0.6051 | 0.6385 | 0.6718 | 0.7052 | 0.7385 6
Kuwait 0.4185 | 0.4455 | 0.4724 | 0.4994 | 0.5263 | 0.5533 | 0.5802 | 0.6072 | 0.6341 | 0.6611 | 0.6880 5
Indonesia 0.3446 | 0.3767 | 0.4088 | 0.4408 | 0.4729 | 0.5050 | 0.5371 | 0.5691 | 0.6012 | 0.6333 | 0.6654 7
Turkey 0.5175]0.5463 | 0.5751 | 0.6038 | 0.6326 | 0.6614 | 0.6902 | 0.7190 | 0.7478 | 0.7766 | 0.8054 2
Bangladesh |0.5705 [ 0.6018 | 0.6330 | 0.6643 | 0.6956 | 0.7269 | 0.7581 | 0.7894 | 0.8207 | 0.8520 | 0.8833 1
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A=0.1 A=0.2 A=0.3 A=04 A=0.5

Pandemic Period

Countries A=0 A=0.6 A=0.7 A=0.8 A=0.9 A=1

Saudi Arabia | 0.4530 | 0.4911 | 0.5291 | 0.5672 | 0.6053 | 0.6434 | 0.6814 | 0.7195 | 0.7576 | 0.7957 | 0.8337 2
Malaysia 0.4258 | 0.4557 | 0.4855 | 0.5153 [ 0.5451 | 0.5750 | 0.6048 | 0.6346 | 0.6645 | 0.6943 | 0.7241 4
UAE 0.4365 | 0.4719 | 0.5073 | 0.5427 | 0.5781 | 0.6134 | 0.6488 | 0.6842 | 0.7196 | 0.7550 | 0.7904 3
Kuwait 0.3243 [ 0.3504 | 0.3766 | 0.4027 [ 0.4289 | 0.4551 | 0.4812 | 0.5074 | 0.5335 | 0.5597 | 0.5859 7
Indonesia 0.3627 [ 0.3963 | 0.4299 | 0.4635 | 0.4972 | 0.5308 | 0.5644 | 0.5980 | 0.6317 | 0.6653 | 0.6989 6
Turkey 0.5102 [ 0.5431 | 0.5760 | 0.6089 | 0.6418 | 0.6747 | 0.7077 | 0.7406 | 0.7735 | 0.8064 | 0.8393 1
Bangladesh |0.4037 |0.4328 | 0.4619 | 0.4911 | 0.5202 | 0.5494 | 0.5785 | 0.6077 | 0.6368 | 0.6659 | 0.6951 5
Source: Author’s own work.
DiscussionNn

Islamic banking and finance have been growing
over the last two decades all over the world. Thus, the
developments and risks in this sector should be fol-
lowed and the possible effects should be considered
carefully. In particular, the decision-making process has
become more complex under uncertain and risky mar-
ket conditions. Therefore, it is important to evaluate
the performance of the Islamic banks during the global
pandemic of COVID-19.

In this study, the financial performance of the Is-
lamic banks in seven Islamic countries (Saudi Arabia,
Malaysia, the United Arab Emirates, Kuwait, Indonesia,
Turkey, Bangladesh) was evaluated between the years
of 2017-2021. Entropy-based Waspas Method was uti-
lized and the study was divided into three sub-periods:
‘whole period’, ‘no pandemic period’ and ‘pandemic
period’. Islamic bank financials were used to evaluate
the financial performance. The study provides evidence
in terms of earnings, asset quality, leverage, liquidity
and capital adequacy for the analysis period. Thus, as
financial performance measurement indicators, ROA,
ROE, NPM, Gross NPF, net NPF, capital to assets, liquid
assets ratio, liquid assets to short-term liabilities and
capital adequacy ratio were taken into consideration.

To determine the best performance criteria
affecting the banks’ performance, Entropy Method was
used. Accordingly, Islamic bank performance is mostly
affected by Liquid assets to short-term liabilities for all
the periods. Furthermore, Liquid assets ratio was the
second most affecting criteria for the Islamic banks for
‘whole period’ and ‘pandemic period’, while Gross NPF
follows the amount of Liquid assets to short-term liabil-
ities for ‘no pandemic period’. Additionally, the criteri-
on of CAR was found to be the least affecting criteria of
Islamic bank performance for all the periods based on
the Entropy results. Thus, the results of the study pro-
vide evidence that liquidity and asset quality have more
effects than profitability for performance evaluation in
Islamic countries.

Waspas Method which is a combination of WSM
and WPM methods was then used to rank the Islamic
countries based on their financial performances. It can
be said that Turkey was the leading country based on

the financials for ‘whole period’ and ‘pandemic period’.
It was followed by the Islamic banks in Saudi Arabia.
The banks exhibited the worst performance with the
lowest value in Kuwait, and Indonesia follows it during
‘whole period” and ‘pandemic period’. Thus, it is ob-
served that the Waspas rankings of the Islamic banks’
‘whole period’ performance virtually match the Islamic
banks’ ‘pandemic period’ performance. However, the
results differ during ‘no pandemic period’. Accordingly,
while Bangladesh was the leading country in terms of
financial performance, Indonesia exhibited the worst
performance among Islamic countries. Bangladesh’s
performance ranking is remarkable during the
‘pandemic period’. While it appears as the first during
‘no pandemic period’, it drops to the fifth place during
‘pandemic period’ based on the performance evalua-
tion criteria. While this is the case for Bangladesh, the
Islamic banking sector can be said to have been man-
aged effectively, the right policies were followed and
the right precautions taken during crisis periods in Tur-
key, Saudi Arabia and UAE. It is also reached that the
Waspas rankings of the Islamic banks traded in Islamic
countries almost exactly match the WSM rankings. This
indicates consistency with Chakraborty and Zavadskas
(2014) study.

These results indicate that the government effec-
tively managed the economy in the COVID-19 era by
using economic stimuli in Turkey, Saudi Arabia and
UAE. The policies and measures taken by bank manage-
ment were also effective in these countries. However,
Bangladesh exhibited the worst performance among
Islamic countries during the pandemic. Thus, it can be
said that banking operations in Bangladesh were the
most affected by the COVID-19 pandemic.

Although Islamic banks in Bangladesh have fol-
lowed several credit and refinance policies through
stimulus packages of the government, they may under-
take more effective measures by ensuring adequate
liquidity and loanable funds during the crisis. It is also
thought that Islamic banks in Bangladesh may use pro-
active initiatives more effectively. The pandemic of
COVID-19 has also adversely affected the repayment
capacity of borrowers in Bangladesh. Thus, the banks
may increase credit and interest rate measures. Man-
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agement of Islamic banks in Bangladesh may also place
the focus on liquidity, in particular because the nega-
tive impact of COVID-19 pandemic on bank perfor-
mance reduces its ability to create liquidity.

Liquidity risk is one of the key indicators affecting
operations of the banking institutions (Cecchetti et
al., 2006; Saleh et al., 2020). A crisis may cause liquidity
disruptions because of the lower inflow of deposits and
difficulty in distributing credit to borrowers (Obeidat et
al., 2021). Thus, the financial position, reputation, cus-
tomer confidence, profitability and viability of the
banks may suffer. It can also be said that because banks
transferred assets into safer investments during the
pandemic, adding assets is not evaluated as an effec-
tive strategy to create liquidity (Viverita et al., 2023).
On the other hand, Altan (2004), Viverita et al. (2023)
have emphasized that there is a significant relationship
between off-balance sheet activities and liquidity. To
create more liquidity, especially in pandemic period, off
-balance sheet activities may not be included in the
liquidity measurement. Sukuk, as a financial market
product, may also be used to manage liquidity for Is-
lamic banking. It helps to manage budget deficit and
promote Islamic capital market in the long run. Further-
more, to deal with the liquidity risk, the central banks
may facilitate the business of banks through policies to
create more liquidity and to support the flow of credit
(Demirglic-Kunt et al., 2021).

CONCLUSION

This study provides new evidence integrating En-
tropy and Waspas methods in the performance meas-
urement of Islamic banks. Liquidity and asset quality
are found to be more effective than profitability for
performance evaluation in Islamic countries. Turkey,
Saudi Arabia and UAE can be said to be managed with
more accurate policies in the COVID-19 era.

This study highlights important policy and manage-
rial implications to enhance the performance of the
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