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The Extent of Application of Banking Governance and its Influence on the
Financial Performance of the Yemeni Islamic Banks: A field Study on
Islamic Banks Operating in the Coast of Hudhramaut

Afrah Awadh Saeed Badhorus Mohammad Saleh Al-kasadl

Abstract

This study aimed to determine the extent of the application of banking governance and its impact on the
financial performance of the Yemeni Islamic banks operating in the coast of Hudhramaut in its three
dimensions (disclosure, transparency, risk management, and shareholders’ rights). The study population
consisted of all bank employees, consisting of the director, deputy director, employees, and department
heads. The study sample consisted of (3) Yemeni Islamic banks operating in the coast of Hudhramaut. To
achieve the objectives of the study, the descriptive analytical approach was used. The financial reports
published on the banks’ websites were used as secondary sources. A questionnaire was employed as a
primary source to collect information for the research samples in the banks under study. Financial
performance was also evaluated by using profitability indicators (rate of return on assets, rate of return on
equity, and rate of return on common stock). A linear regression model was used to measure and test the
study hypotheses. The study reached a number of results, the most important of which are: there is no
statistically significant effect between banking governance variables and return on assets, return on
equity, return on common stock and financial performance in Yemeni Islamic banks operating in the
coast of Hudhramaut. The researchers provided a number of recommendations, the most important of
which are as follows

1- Urging Yemeni Islamic banks to adhere to what was stated in the governance guide issued by the
Central Bank of Yemen ¢

2- Applying international standards in this regard, because of their importance in preventing crises and
reducing corruption and thus having a positive impact on performance, supporting.

3- Strengthening the efforts made within banks to implement governance and disclose the mechanisms
applied in financial reports published on websites, and the necessity of studying governance in all its
mechanisms and its effects on financial performance .

4- Conducting further studies in this field and introducing new variables .

Keywords: banking governance, Islamic banks, and financial performance.
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