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Abstract

Basel2 accord is considered as the most important special effort to strengthen and
support the banking sector. Moreover, all regulatory authorities in the world work to
adhere its application.

According to Syrian economy opening to global and financial markets and the
creation of many private banks, islamic and traditional banks, led by central bank, the
supervisory authority has to act on safety and stability of the banking sector through the
application of Basel2.

Because of spreading the Islamic banks and a series of successes and its positive
impact on the national economy, there was a necessity of application of Basel2 by the
banks as the traditional banks did. As Basel2 accord for measuring capital adequacy
dose not address the issue of Islamic Banks and the regulatory authority enforces the
requirement of capital adequacy standard according Basel2 without taking into account
the specify of Islamic Banks, which are due to the special nature of the sources of their
money, and what might it requires of special requirement for the calculation of capital
adequacy ratio which is displayed In the Capital Requirement Standard issued by the
Islamic Financial Service Board, this study aims to identify the minimum capital
requirements application in the traditional banks in the light of the Basel2 Accord, and
the minimum Capital requirements application according to the standard of capital
adequacy for institutions, but insurance institutions, which are limited to provide
Islamic financial services according to Islamic Financial Services Board. Also, the study
determines the commitment of Islamic banks operating in the Syrian Arab Republic to
the application of capital adequacy standard as Basel2, and identifies the differences
between the risks of islamic banks and traditional bank risks. Then, the necessity of
applying the standard of Islamic Financial Services Board (IFSB) can be determined.

In this study, It has been adopted on the deductive approach in theory and inductive
approach in the study of the views of a group of staff of risk management in Syrian
islamic banks and staff in the Banking Supervision Department at Central Bank of
Syria, through a questionnaire designed based on the theoretical framework and
previous studies have been distributed to the two samples. The researcher used a variety
of methods of statistical analysis to test (t) for the simple sample and test (t) for
independent samples.

The results of the study include:

1-The study proved the first hypothesis:

Syrian Islamic Banks adhere to the application of capital adequacy standard
according to Basel2.

The first hypothesis shows the following:



- The commitment of the Syrian Islamic banks to the Basel Committee
recommendations adopted by the Central Bank of Syria regarding to the first
pillar (Minimum Capital Requirements), with a lack of mechanisms to mitigate
credit risk.

- There is real commitment to the principles of the second pillar (supervisory
review process), especially the four principles of supervisory review. Moreover,
this is a clear indicator of awareness of the Central Bank of the importance of
these principles and the need for proper application of them because the
supervisory review considered as the core of the Basel2. But there is a
deficiency of training courses on risk management and weakness in the
processing data collected by banks on their customers. In addition, there are no
decisions of the Monetary and Credit Council placed in application concerning
the obligation to maintain adequate capital to cover risks that are not covered in
the first pillar, or to cover some external factors such as the effects of business
cycles and different economic impacts, and there is no deeply awareness of the
economic capital concept.

- There is a commitment to the third pillar (market discipline) principles, but there
is a decline in commitment to the General Disclosure Principle.

2 - The study proved the second hypothesis:

The nature of the functional practices of islamic banks in Syria does not lead to the
essential differences in the nature of the risks that exposed to, comparing to the risks of
the traditional banks require the application of capital adequacy standard of the Islamic
Financial Services Board.

There is an important distinction in theory in market risk between the Islamic Bank
and the traditional Bank because of the risk of commodity stocks. The islamic bank has
commodity stocks, the traditional bank has not. As the Murabaha is the funding formula
which is mostly applied and the Murabaha with the binding promise is the formula
applied in Syria the market risk of Murabaha with the binding promise does not exist,
according to the Islamic Financial Services Board. Moreover, if it is exists, it will be
only limited to foreign exchange risk, while the credit risk and the operational risk of
Islamic bank are similar of the loan risks. Thus, there are no essential differences
between the amount of capital required to cover risks according to the requirements of
Basel2 and the Islamic Financial Services Board. That means, the capital charges to
cover credit, market, and operational risks for Murabaha in Islamic bank are similar to
capital charges for loan in traditional bank, so there is no necessary to apply capital
adequacy standard according to Islamic Financial Service Board.



