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Abstract:

Financial leverage is a way to increase Return on equity, but it leads in turn to a levering in
the risk borne by economic entities in general and banks in particular, because of the bigger
weight of financial costs as a source of leverage phenomenon.

Failure to control the financial risks for banks leads to disastrous resulis demonstrated in the

aftermath of the financial crisis of 2007, pushing the Basel Il Commitiee to strengthen the control
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mechanisms on the financial risks by the adoption of leverage standard along with the capital
adequacy standard.

This research aims to shed light on the efiect of adopting the financial leverage standard on
controlling the risks of Islamic banks; as the most imporlant banking supervision standard
adopted in the Basel IIl committee, {o serve as a complement to the traditional standard of capital
adequacy.

Keywords: Financial leverage, Basel Il Committee, financial risks, Islamic banks.
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