CHAPTER 6

CONCLUSIONS AND RECOMMENDATIONS %\
6.1 Introduction Q

This study is the first to discuss bank performance analyzing credit and
iz

liquidity risk exposures tools. It provides both theoretica atior and empirical

latio hWeen credit

oy
and liquidity risk exposures, and the financial perf ce of pan I\/')r&&v}r the

evidence for the analysis. The current study analyzed t

study developed an integrated risk manag 4 mp@ between
Jordanian, Saudi Arabian, and Qatari ban iti udy c@ed between
conventional and Islamic banks. ight i@“‘whether Islamic
principles play a significant role in i 3 are useful for bank

This chapter present %e i e results of the thesis. It is
Q ) :

arranged as follows: % 4

objective. Sectior&%&ents‘ s of the study. Section 6.4 provides
of

the implication

¢
Finally, Sec (% reco/wmen tté directions for future studies.
& v

6.2 mary of the Study

: &
\is section summarizes the results according to the arrangement of the study

G tives:
1. To examine the relationships between credit and liquidity risk exposures, and

the performance of Jordanian listed banks.
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2. To compare credit and liquidity risk exposures between Jordanian, Qatari, and

Saudi Arabian banks. Yv

3. To compare credit and liquidity risk exposures between CBs@%ﬁs in
Jordan, Saudi Arabia, and Qatar.

The study analyzed 170 observations of 25 CBs and 9 IBsYTordan, Saudi

Arabia, and Qatar in 2013-2017 using the random and fixed g@' gression models

to test the formulated hypotheses.

6.2.1  The Impact of CRE on Bank Performance,ifsJo

| P15

rda
ore{' t o@édit risk

exposures on bank performance in Jordan®&Jhe isk “exposur, riables were

NPL (H1), CAR (H2), CPL (H3), L %) and L HS)ém study found a
significant negative relationship be@s NPL a’?ﬂi\i?ugpe Q@mnce. However, there
were significant positive relati%betwgen C an%ﬁ Well-capitalized banks
can minimize the costs of_bankraptc ,M@it problems emerging from
unpredicted losses, an% irfkllvkeﬁ‘gﬁoﬁbﬂies. All these positively affect
the financial perfo SQQe of Ii : wevi <were was a non-significant positive
relationship betxé‘m,

¢
Accor i&@the fakeh

governa% higmrb(%
| s A |
goverpance practices and m@es risk-taking behavior of banks. These would
%& depositors to buy the shares of the banks and deposit their money there, thus
a

The first objective of this study was

\ - -
Ieadé\o more implementation of good corporate

G sing their profitability (Fanta et al., 2013).
The results also indicated a significant negative relationship between CPL and

bank performance. This may be due to effective management and control, which
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reduced the banks’ costs. The negative relationship is in line with the stakeholder
theory: the firms influence and are influenced by various stakeholderYHle
management’s role is to balance between the competing demands(ﬁ}veral
stakeholders groups (Harrison & Freeman, 1999). The managers balance
between customer and shareholder interest, because increasing the ‘€0sts associated
with enhancing customer service will negatively affect the profitability of banks
(Ogden & Watson, 1999). Moreover, it also supports %\;a intermediation
theory, that the adverse selection of bank managemeniy, leads toWoperating

g

expenses and higher cost to income ratio (Berger & ng, 1997). l _\0}

In addition, there were significant positi nsi\ n L@End bank
T

performance. Finally, there was a non-significan ega&'\ve tions@setween CGR

and bank performance. \% é
NV
Qé')Pen% AT&@

=

6.2.2  The Impact of LRE rmancesin n

>

The second objectiv: mgu[ as expl@the impact of liquidity risk
dan. JThé \»@bles of liquidity risk exposures
&

exposures on bank pe e in Jo !
s 2

were CR (H6), LD 7), Lj:‘;%),\ R@)’, and LR (H10). With respect to CR
S

(H6), this studysfoundsthat igni{t)&ﬁt positive impact on bank performance.

l
¢
According t %ake Ider eory, @czﬂaging the current ratio is a very sensitive
%v NN
makj'ingﬁ%ion on&e composition and amount of current assets and

the fi ing of these assets (\]@\os'gi,/ 1995) as cited in John (2015). A very high level of

area. It inc

is bad because the assets do not earn anything. On the other hand, the lack of

dity will reduce creditors’ confidence, resulting in bad credit image and lawsuits

at may threaten the continuity of the firm.
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LDR (H7) had a significant negative relationship with bank performance.
Jordanian banks lack the capacity to liquidate assets, when necessary, whi
reduce customer confidence, especially if withdrawal demands cannot be (e*}

The study hypothesized that LAR (H8) positively and significa ects bank
performance. This may be due to the greater loan component thotal assets
structure of Jordanian banks, which leads to better financial p rﬁmce on the credit
level (Syaifuddin et al., 2018). ?' '

This study pointed that CDR (H9) had a negati d signi Lationship

| y X
higher! CD Iﬁu‘@ and

{ asseQ‘/G'nd meet

% blets\ost Iara{iéh?é; Adeyemi,
2015). \ ®)

Lastly, with respect to LR (»—@jhe st th ,@'relationship between

with ROA, ROE, and TQ. These results imply tha

(7]

profitability allow the banks to increase t

anticipated and unanticipated liabilities at

Y

N
LR and ROA was a negative nifi@ant, sative((" ignificant with ROE and
v,‘%zss%é&he firm is dependent on the

creditors, and creditor% lies onithe gr‘eebwhich the firms depend on debt
’

TQ. According to the stak h‘he]

financing (Roberts 6@ Their \e\l thegr},depend mainly on debt financing,

they are more @No b S
¢ l C?
environmenfs rmance st eg\; ir(-t}h ir strategic planning decision (Elijido-Ten,
D')a'

2007).A %

. \ CRE between Jordan, Saudi Arabia, and Qatar
The study showed that managing CRE in GCC banks was better than Jordanian

anks. More specifically, Jordanian banks were less efficient in managing credit risk
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because they had the highest NPL, CPL, and LLR. Qatari banks had the lowest CPL
and LLR, while Saudi Arabian banks the lowest NPL and LGR. Yv

In addition, Saudi banks have enjoyed stability and steady growth d@ last
decades. Saudi Arabia is considered as one of the fastest growing b&!& markets
around the world (Almazari, 2014). As clearly shown by the find%gaudi banks
were the most profitable, followed by Qatari and Jordanian b? e Saudi banking

sector had the lowest NPL compared to the other two natians;,this could be the reason
for its higher profitability (ROA, ROE, and TQ). .\d
®
Y
| S
6.24  LRE between Jordan, Saudi Arabia ata< .\,T

The study showed that Jordanian banks had‘the ean fi R and LAR

iar@ﬁﬁking sector had
moderate values for these ratios. @ the@;b?n g:}ector was the highest
N

LRE, likely because the banks ighe?t levebof loa d the lowest percentage

of CDR and LR. & \
6.2.5 Differenc @E arl
Accordingyto thersta 'eor \%é responsibility of IBs is not limited to

¢
maximizin %ut also to pres e(r-l}ce?velfare of all stakeholders. I1Bs focus on the
\
moral s%kein ar fsocié\norms, culture, and religion, as well as being

s

accountable towards both in@ and external stakeholders. IBs have the Islamic

@Nhose members are religious scholars, that preserve the rights of all
6 holders (Al-shamali et al., 2013).

The results showed that the NPL of IBs was significantly lower than CBs. This

and the highest mean for CDR an . The Saudi

>
S

etwe onventional and Islamic Banks

means that the quality of loans or assets in IBs is better than CBs (Hanif et al., 2012).
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In addition, there was a negative relationship between LLR and bank performance.
The LLR of IBs was significantly lower than CBs, indicating IBs have bettw
quality and more profitable than CBs. There were non-significant differenCes Jn1"€CAR
CPL, and CGR between the two bank types. I1Bs are exposed to Iess‘F& risk than
CBs. Because I1Bs want to establish and preserve good reputation in the market, their
managers are perhaps more cautious about channeling credit arN are aware that
they cannot bear bad credit (Rozzani & Abdul Rahman, 2 Y '

As for LRE, IBs tended to have higher CR and®€TD t nWBs cannot

"X
s becauise ykr&ﬁ%’erest-
, and €0 are %Kto repay

rallg\oc due @ETures in the
management of funds (Khan et al., 20\) (5“

In addition, IBs had higher@ and %n S.»These indicate that

N
customers are more attracted‘%mic ?’lnan ecatgg&}hey adhere to Islamic

principles. In addition, |3iks o, ancing (gétions rather than receiving
i CBs

deposits (Abu Logho%. inally, f‘d higEr leverage than IBs because they
s
ncheg.?‘cﬁ experience, aggressive marketing

borrow funds from the central bank or any other s

bearing (Abu Loghod, 2010). Thus, IBs are |

their debt obligations, as liquidity proble

have diverse produ country[ i

strategies, and trained“staff. ther , IBs cannot pursue these opportunities

&

because thei %ed rket uccg are limited and small (Khan et al., 2016).
str

NN
Overall% esults .su t tha&Bs are less risky and have higher liquidity
Y.
co to CBs. >4
g S
\oreover, there were no differences in ROA between IBs and CBs. Measured
OE and Tobin’s Q, IBs were more profitable than CBs. These could be due to

ome factors related to CRE and LRE.
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6.3 Key Contributions

This section presents the main contributions outlined in the first chapt

study has contributed too many aspects, which will be discussed in t@wing
subsections. A

6.3.1 Development of CRETY Model
First, this study contributes to existing practical an e%tica' knowledge by
developing a new model called CRETY. It is a comprehensive o'Bel\fdmeasuring

risk disclosures practices, particularly credit and

idity risk, which i‘r@;gsa

unique set of financial structure and bank-specifi

rminafit nk Qg}%rmance.

e h'\era : Seg@d?it provides

empirical evidence about the relationships betwe R@’f‘:RE, and bank

performance. \% ‘§? §

This model was developed based on various studies that measure credit and liquidity

The model has contributed novel findinw

risk, and their development has considered all variables used by those studies (Al-
Rdaydeh et al., 2017; Abiola & Olausi, 2014; Kithinji, 2010). The results of this
research support previous studies (Ramadan et al., 2011; lannotta et al., 2007; Adeusi

et al., 2014), suggesting that effective practices for managing CRE and LRE practices

are significant determinants of the financial performance of banks. This model
improves the measurement of CRE and LRE in banks, taking into account technical
requirements by combining numerical mathematics and statistics and analyzing the

main characteristics of banking risk. This model provides a new approach to
\‘assessment based on the latest methods of data analysis, determine prospective
\directions for banking information system improvement and suggest the possibility of

their implementation.

200



6.3.2  Understanding Bank Performance in A New Contextual Benchmark
This study adds a contextual benchmark for Islamic and conventional b i

Jordan and selected GCC countries (Saudi Arabia and Qatar). In additio(%ihesis

supports previous studies on the performance of banks in GCC countri n Khediri

et al., 2015; and Almazari, 2014). Furthermore, this thesis provides fipancial evidence

for a more recent period that includes major events in the fin nwtor, such as oil
CO

price fluctuations and the Qatar crisis. Finally, this thesis afcounting-based

measures, ROA and ROE, and a market-based measurelobin’§ Q. enhanced

@

the robustness of the results and confirmed tha@ncial erfor a‘cgkégrrisk
management proxies used in the thesis are apprepriate for Jordlanian/nd G\C)Tbanks.

In addition, this thesis has enhanced Xi '\n Ioa@g;posits, loan
growth, loan loss reserve, operating c@ent assets,

cu@‘r liabilities. Thus,
it contributes an integral model ﬁr'ﬁe bankl\ogt
provides some methodological%}tiong‘thro

by using fixed effects and_ran
analysis using feasible d?z; lea j;
the results. \ \!ﬁ %(SQ

The resul\i%ated rd séfdnd bank size influenced the financial

!

¢

performance &aks. The ret% a're @cﬁgistent with various authors, who stated that
NN

financi%ncf |}fer frsFa bank to another based on bank size and board

size ehr & Sengupta, @Gﬁ Mester, 2010; Yermack, 1996; Klein, 2002).

: thermore, the study

heits g;@é:%nalysis methods: firstly

del, secondly by repeating the

>

t sq re'reg@sion to ensure the robustness of

8 )

Shnore, this study showed that the performance of banks is sensitive to
G oeconomic conditions, even though this sector focuses on financial techniques
nd geographic diversification to manage risk. Gross domestic product remains one of

201



the most important macroeconomic indicators to measure the total economic activity

\.g
%

To the best of the researcher’s knowledge, this is the first S@y to examine

within an economy.
6.3.3 Comparative Risk Exposures Model

CRE, LRE, and bank performance together using the CRETY modelwlt is also the first
to compare them between three countries (Jordan, Sau aca,

afd Qatar). This
study has successfully examined three banking secto at ¢ mwamic and

Y
conventional banks of different number and size%N@ with di er# @rship

characteristics will differ in their capital, i an%' ity Q;ﬁagement
behavior. Saudi Arabia has the most W ba a Iarg@g;)italization.

Furthermore, the comparative risk ex re model is on he @ contributions of
the thesis to the theoretical aspect o@sing. \T ,<\

N
The extant literature hassmai con&:ntra «©n th@nancial performance of

is unlike previous Asian

banks in Europe and theﬁ%n

literature on bank pe and risk

&
Zarrouk, 2014; E;(@& K‘) ; ), vgch collected data from various Asian
countries. This @ ver 'dle Ei%’necause it has not attracted the attention
’
of researche %it is

nsid d&sie_njcacant economic region. This thesis analyzed
Y
the pangl datawof J

rSaudiékrabian, and Qatari banks in 2013-2017. This
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6.3.4 Islamic Rules Have a Significant Impact on Bank Performance

This study extends the knowledge on the relationship between CRE, LIYMU
bank performance by comparing between conventional and Islamic bank(%!tudy
revealed that Islamic banks had higher liquidity, profitability, an&ciency in
managing CRE than conventional banks. This thesis shows that diw bank types
will have different perceptions of risk management and diff@,er' lity in financial

performance. This is the first study to investigate the e bank type on bank

performance in Jordan, Saudi Arabia, and Qatar. .\d
®

- X

ility of st hqld@eory,

y to 15lamic/and @entional
X

This study offers some insights into the ap
institutional theory, and financial intermediati
banks. This has been supported by the em

alr, ultsaﬁft hems.é\
The empirical findings of this“thesis a/ince tha k t@%as a significant

impact on ROE and the market v fbank’s\’ot%H géer, bank type did not

have any significant impact om%Th;gjv the <3":'.Pent thesis are consistent

It
with past studies (Khan et al,, 20 ,anl u Ceghod @O).

Ul

N

This thesis has% d the #ﬁghd@of risk exposures, IFSB, and
s &
Banke. This ine

financial performanwlsl é sis found that Islamic banks have
more advantaget\h&t ank %’ they have lower credit risk, NPL, and

!
loan loss reserve, as wellas hi rfreii-tj‘.a]d liquidity.
S A
% d b 4 4\

| J%
6.4 lications of the Stu%

\is thesis contributes important evidence to the literature on the impact of CRE

G LRE on bank performance in developing countries. The results are useful to
nhance Basel practices in the Middle East, particularly in Jordan and the GCC. The

[e})
3

o
>
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results of this thesis can be generalized to other developing countries with comparable

economic and cultural contexts. T

This study also evinced the applicability of the institutional theory@ylder

theory, and financial intermediation theory to explain the financial ance of
banks in Jordan and GCC countries. Firstly, the factors that Qere found to
significantly affect the performance of listed banks support_the eholder theory,

which stated that both internal and external determi ;ct'bank risk and

e
profitability. The findings suggest that banks that c Wi hw‘laws and
implement sound risk management principles establ by the IF hzjvg\ ctive
CRM, lower NPL, LLR, and liquidity ris el _as hi pro@ﬁility, as

\{\T

represented by the market value of total a ss&, u\
lo eca@ heir transactions

However, IBs use the term rece\iatead of

are asset against money, not m agalnst x gj‘{\customers are more
N
interested to use Islamic bank' i cingnnstr ents I(Qcéjmurabahah, ijarah, and

&
musharakah (Abu Loghod, 20 T erence%ndlcate that regulators and
policy makers should t mmdeﬂ hé s %lc features of Islamic compliant
contracts in developi effect' ana t tools and apply them the whole
banking sector ti expand their investments by opening

Islamic W benefit_fr &eb‘?rovement in the regulatory framework for
‘ngﬂ‘

Islamlc nd the Pg den&d for Islamic-compliant products.
.&n ly, the results su rt the financial intermediation theory and moral

h ypothe5|s, which |nd|cate that decreasing the cost efficiency measure would
Q to higher CPL, NPL, and LLR. These results were evident in Jordanian banks,
hich had higher CPL, NPL, and LLR, as well as lower capital ratio and profitability.
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In contrast, Saudi Arabian and Qatari banks had lower costs, NPL, and LLR, in
addition to higher capital ratio and profitability. T

So, the results imply the sustainable and deliberate reduction of F\u the
balance sheet of banks is beneficial to the economy from both macrd‘A@ential and
micro prudential perspective. Therefore, Jordanian banks should havéghe intention to
expand the scope of the guidance based on the stronger @ enhancing the

timeliness of write offs and provisions, and the in us'monitoring of

developments concerning NPLs. In another meaning ,%the ba sWapply the
X

central bank guidance for NPL proportionately, bec it is a/super isjr@ that

identify, manage, measure, and write off NPLsyi wheré t |sting\¥§ulations

or guidelines are lack of specificity or silen@ eanﬁen Bank,@;q).
Furthermore, based on the findNﬁ)of the maip«policy implications is that

better coverage of information sh@ssystem %p @mic development. In
N

addition, it can provide much %inforﬂlatio

debt obligations that borr 'n\rms h nific increasing the information

flow between borrow@ nders.{Con gdemb' it is expected that information

ut(il:g'}rue financial status and

s

&
sharing should Ww adv«i \ﬁec of l\gslon economic growth.
In additioa\C is 'conéé’ed “good deleveraging” by regulators,
! ¢
a

therefore Jo banks can no\"ea (t?eir regulatory capital ratios by two ways,
%v NN
they canéShrinketheir fisk- ‘ghted ts (the denominator of the capital ratio) or they

can gither increase their IevelsQQégulatory capital (the numerator of the capital ratio)

‘@Mt al., 2018).
Q Thirdly, the relationship between leverage ratio and the financial performance of
ordanian banks also supported this hypothesis. Equity capital is considered to be

riskier than debt financing because the latter has the advantage of tax treatment.
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Interest payments are deducted from tax liabilities, but the dividends of equity capital
are taxed as income. Additionally, the cost of equity capital exceeds debt fin .
According to the adverse selection hypothesis, bank managers use the Iev@lo to
increase, not decrease, the riskiness of their assets by adopting assets re highly
correlated returns. In other words, the leverage ratio does not differentiate between the

types of bank assets according to their riskiness. This could em bank managers
promote the idea of expanding their off-balance she ms 'and enhancing
economic growth without making the bank safer (Avgo 201 ).‘\d‘
Therefore, regulatory bodies should ensure@prdani list ‘)a I@e)\clvoid
excessive risk-taking behavior and guarantee t nes@ of@ actions.
They could penalize banks that hold excesSive leverage ratiosand aJéT;. portfolio of

highly liquid assets. In addition, tw tory authogities @brdan and GCC
countries should focus more on m@srial pﬁn‘e, i@nanagement systems,
N
d%e f iatindtability and NPL.

and the measurements used to potential financi

The negative effect %on r perform in Saudi Arabia and Qatar
mo

suggests that they nee% d

resources in ma'nQﬁnanfl

supervision and4nonitering of.i
¢

S |
relationship sg@n CAR an the' fi@ ial performance of Jordanian listed banks

y‘to@elop their human expertise and

f &
gJand risk, so as to enhance their

entipJ%ﬁects and loans. Meanwhile, the positive

N
suggest% regutator ‘Ddies it Jordan need to improve the application of Basel
X

I, Mﬁimproves the bank’ tection against risk and enhances their efficiency
N
a xitability.

Q Furthermore, because of the fluctuations and challenges in the banking sector, it
n

ecessary to review and evaluate Basel I11 so that it considers the emerging needs of

Jordan and GCC countries. Thus, the regulatory bodies in Jordan and GCC countries
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should provide training courses for risk management committee members, regulators,
and bank employees to help them to fully understand the issues, challeng?ﬂ
requirements of risk management. (ﬁ\

It is also interesting to note that Jordanian listed banks had a | oard size
than their Saudi Arabian and Qatari counterparts. Nonetheless, boa&% had a non-
significant relationship with bank performance. The association een board size

and bank performance is therefore still inconclusive an rther empirical

——

investigation. This study recommends that Jordanian d b k.s\sbgd decrease
®

their board size and select board members based o ir expertis ntj r@w the

basis of family and cronyism. s \Y

This study found a positive and sigmific

Jordanian listed banks and TQ, and th&criaive resu

banks had the smallest size. There@jordaﬁn

they want to increase their prof ity Lar

borrowing capacity. They kﬁ:lser e
i

globalization, and the re effe

to lower costs an%markit

W% resé 'bjecti \have been accomplished and the findings
conm&to certain aspects, @E:de still has some limitations. Firstly, the study
S \Mvas only Islamic and conventional listed banks. Therefore, the findings are not

pplicable to non-listed banks, cooperative banks, insurance firms, and development
anks, all of which play an active role in Jordan and GCC economies. Secondly, the

sample consisted of three countries from a single region that apply almost similar

207



legal requirements. Thus, the results cannot be readily generalized to other GCC
countries and are not applicable to other developing and developed countries. Yv

Thirdly, this study only investigated two types of risk, that is, cr@%& and
liquidity risk, and considered some observable bank-specific charac s such as
bank size, bank type, board size, and GDP. However, board inency was
ignored because of the difficulty of collecting these data in GCC countries. The study
also ignored other types of risks, such as market risk, op %:sk' legal risk, and

interest rate risk. Finally, the study collected all require a based h vallablllty

of annual financial reports of listed banks on Amm ock Exch ﬁ:@stock

Exchange, and Qatar Stock Exchange. Some er d they had

insufficient information. T
"}' ) §

6.6 Recommendations for Futu dles T ,<\

Based on the findings a%atlong, several su \ions were proposed for
future studies. First, for a Nm i of bank performance, risk
management, and dlf% etwee ‘f;g nH in risk management behavior,
future studies may pare Jf GCC banks to banks from other
regions. Theref é&re r n co t comparatlve studies between banks in
Jordan, th nd ()/her d eIJplr@/ d emerging economies, such as Southeast

Asia. % F g
é as mentioned @é previous section, the study sample consisted of

I nd conventional listed banks. Future studies can expand this scope to include

6 isk management and financial performance of insurance firms, cooperative banks,
n

d development banks.
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Third, the results showed that the effects of CRE and LRE on the performance
of Jordanian and GCC listed banks differed according to the measure of perfo??u.
Therefore, it is necessary to use other performance measures, for instance non
investment, growth, and added value.

Fourth, future studies could investigate the impact of other mWsms of risk

management related to credit and liquidity risk—such as lagged NPL, central bank
;ket

lending rate, financial development, and sensitivity 'risk—on bank
performance. Such analyses may provide deeper understanding o thement of
®

Yw
credit risk and liquidity risk. [ _\c}
Fifth, the control variables (bank type, b iz& board si d @7 provide

valuable information for researchers. It wo% sefl

characteristics of risk committee in Es a control

committee member, number of risC;SWmittee,\d\&a
5 A

addition, it would be useful to he aﬂ‘fere es in <(34§E§rship structure between

IBs and CBs on top of other.econ icr a -t?&ation rate.

Sixth, this thesi ata [})Foa@ It is appropriate for analyzing

panel

OWeV: é,t‘ﬁis method perhaps failed to catch

her@!ﬁ further research could consider other

cross-sectional and ﬁ%itudinzil
the unique behaio%&w th

!

¢

approaches, s intervie or"qLJéj'[Tgnnaire, to examine this issue from other
NN

perspec% e aim of Iitati-u?analysis is to gather the perspectives of risk

mar]ag&nt committee mem@senior or top management, and investors regarding

L CRE policies. A case study focusing on the viewpoint of risk management

3 ittee members on the bank’s financial policies is also a possible research topic.

Seventh, this thesis focuses on the period of 2013-2017, during which the banks

applied Basel 11l standards. Therefore, further research can compare CRE and LRE
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under Basel Il standards and IFRS 9 to determine whether the new standard has a real
impact on the performance of banks in Jordan and GCC countries.

Eighth, the results showed Jordanian banks have a huge amount o@CPL,
and the lowest CAR, and that have a negative impact on their financﬂ;@formance
but CAR effected positively, therefore further research should focts more on data
analytics to determine their range of appetites, thus stre tMovernance and
compliance, insures risk-informed decision making, and hi's business plan

and strategic objectives.

oy
Finally, this thesis focused on the financial @nce ofban F‘tu_&éa’udies
can investigate another important variable rel an%' S th;=\§fa~bility of
the banking system. It is the ability of banJr:ti in ustain@‘lg.equilibrium
under several economic circumstancéSyand ensure tha
|@e totality of methods,

sys@ﬂioes not require
infusions of external resources to rre'psin its Op\‘iﬁ%.

N
measures, and functions impl by tﬂe central ba overnment, supervising

&
institutions (if they are ara fro’n e ntralQéhk), and banks themselves
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