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T h e b a n k i n g sec to r is c o n s i d e r e d to b e a n i m p o r t a n t sou rce o f f i n a n c i n g 
f o r m o s t bus inesses in a n y e c o n o m y . A t p resen t a lo t o f coun t r i es a r o u n d the 
w o r l d c u r r e n t l y h a v i n g d u a l b a n k i n g s y s t e m , as interest f ree b a n k s are 
f u n c t i o n i n g pa ra l l e l to c o n v e n t i o n a l b a n k s . T o d a y t he m o s t f a m i l i a r r e g i o n o f 
risk w i t h I s l am ic a n d c o n v e n t i o n a l b a n k s is l i q u i d i t y r isk. T h e r e f o r this s t u d y 
w a s car r ied o u t as a c o m p a r a t i v e s t u d y . 

A c c o r d i n g to the p r o b l e m s ta temen t , t w o research q u e s t i o n s are 
d e v e l o p e d to i nves t i ga te this s t u d y . T h e f irst o n e is, " d o e s I s l am ic b a n k ' s r isk 
m a n a g e m e n t p rac t i ce d i f f e r s f r o m the c o n v e n t i o n a l b a n k ' s risk m a n a g e m e n t 
p r a c t i c e ? " a n d the s e c o n d is, w h a t are the re la t i onsh ips b e t w e e n the 
d e t e r m i n a n t s o f l i qu i d i t y r isk a n d l i q u i d i t y r i sk m a n a g e m e n t p r a c t i c e ? " 

A n d this s t u d y i nc ludes m a j o r t w o o b j e c t i v e s . C o m p a r i s o n o f the 
l i q u i d i t y r i sk m a n a g e m e n t o f I s l a m i c a n d c o n v e n t i o n a l b a n k s in S r i L a n k a f o r 
the p e r i o d 2 0 0 8 - 2 0 1 2 is o n e o f the o b j e c t i v e s a n d i den t i f i ca t i on o f the 
r e l a t i o n s h i p a n d i m p a c t o f the S i z e o f F i n a n c i a l I ns t i t u t i on ( S F I ) , N e t w o r k i n g 
C a p i t a l ( N W C ) , R e t u r n o n E q u i t y ( R O E ) , C a p i t a l A d e q u a c y R a t i o ( C A R ) a n d 
R e t u r n o n A s s e t ( R O A ) o n the l i qu i d i t y r isk m a n a g e m e n t o f b o t h I s l am ic a n d 
c o n v e n t i o n a l b a n k s in S r i L a n k a is a n o t h e r o b j e c t i v e . 

T h r e e b a n k s are se lec ted f o r th is s t u d y . O n e is f r o m I s l a m i c B a n k s a n d 
o t h e r t w o b a n k s are f r o m C o n v e n t i o n a l b a n k s . S e c o n d a r y da ta w e r e u s e d f o r 
this s t u d y . T h i s s e c o n d a r y da ta are o b t a i n e d from the w e b sites o f se lec ted 
b a n k s a n d the i r a n n u a l repor ts o f 2 0 0 8 - 2 0 1 2 . T o a n a l y z e the d a t a a n d f i n d o u t 
the resu l t , R a t i o A n a l y s i s , C o r r e l a t i o n A n a l y s i s a n d R e g r e s s i o n A n a l y s i s w e r e 
u s e d as a m e t h o d o f ana l ys i s . 

A c c o r d i n g to the f i nd i ngs o f this s t u d y , i n the case o f S r i L a n k a n 
B a n k i n g I n d u s t r y , there is d i f f e ren t L i q u i d i t y R i s k M a n a g e m e n t p rac t i ce 
b e t w e e n I s l a m i c a n d C o n v e n t i o n a l b a n k s . S o m e d e t e r m i n a n t s o f L i q u i d i t y R i s k 
i m p a c t o n L i q u i d i t y R i s k M a n a g e m e n t p o s i t i v e l y a n d s o m e i m p a c t n e g a t i v e l y . 
E v e n i f there is a p o s i t i v e o r n e g a t i v e re l a t i onsh ip b e t w e e n d e p e n d e n t a n d 
i n d e p e n d e n t v a r i a b l e s , a c c o r d i n g to co r re la t i on a n a l y s i s i f s o m e H y p o t h e s e s are 
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a c c e p t e d that m e a n s there is a r e l a t i o n s h i p b e t w e e n d e p e n d e n t a n d i n d e p e n d e n t 
va r i ab l es . I f s o m e H y p o t h e s e s are re jec ted that m e a n s there is n o re l a t i onsh ip 
b e t w e e n d e p e n d e n t a n d i n d e p e n d e n t v a r i a b l e s 

A c c o r d i n g to th is s t u d y L i q u i d i t y R i s k M a n a g e m e n t p rac t i ce o f I s l a m i c 
B a n k is p o o r e r than L i q u i d i t y R i s k M a n a g e m e n t p rac t i ce o f C o n v e n t i o n a l 
B a n k s in S r i L a n k a n . T h i s research w i l l g u i d e f o r f u t u r e researches a n d f u t u r e 
researchers . 
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