CHAPTER 5

RESULTS AND DISCUSSION (_}
5.1 Introduction Q

This chapter presents a detailed analysis of the relationshi een credit and
liquidity risk exposures and bank performance. This ¢ eis divided into five

sections: Section 5.2 shows the descriptive analysis 0 dep nwependent

f the anal a]p_r{e}iures

ch_issu multicollinearity,
e/l

discu%;rthe multiple
ion ésummarizes the

and control variables. Section 5.3 provides the find

and diagnostic tests to determine the existen

outliers, normality, and unit root. Sectio

regression analysis and hypotheses \5>Finally,

chapter.

A
SO

, e,

banQ& study used ROA, @’, and Tobin’s Q as measures of bank performance.

:E Its showed that the mean value of the first dependent variable, ROA, was
47.

d The highest was Saudi Arabia (M = 0.0185), followed by Qatar (M = 0.0166)
nd Jordan (M = 0.0116).
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The second dependent variable, ROE, had a mean value of 0.1068. The highest was
Saudi Arabia (M = 0.1285), then Qatar (M = 0.1234) and Jordan (M = 0.087?&5

third dependent variable, Tobin’s Q, had a mean value of 2.4372. The 1\ wa

wn

Saudi Arabia (M = 5.1110), followed by Qatar (M = 1.4019) and Jordaﬁ‘* 1.1021).

Table 5.1: Descriptive Statistics of Bank Performance Van%les

Variable Country N Mean Std. Deviationwin Max
ROA _ Jordan 75 0.0116 Y‘U.ooos 0.0205
Saudi Arabia 55 0.0185 0.0086 0.0265
Qatar 40 0.0166 .0038 0.0261
Total 170 0.0147 gﬂq 3? 0.0232
ROE Jordan 75 0.0879 . 6
Saudi Arabia 55 0.1285
Qatar 40 0.1234

. 0 . &
: 0.059 51
. 258' ~\0.1825
Total 170 0.1068 0354 & .030&\-("0.1788
TQ  Jordan 75 1.1021 Y'o. 38 ¥ 0.54 2.4799
Saudi Arabia 55 5.1 0 o%si 52.3462
85 0800  22.4125
72

Qatar 40 1 J&, 3.
2 22 23.2302

Total 170 x 3 _\\./
L&

5.2.2  Descriptive Statistics o ea)' Riﬁ
“« Q-
This section presents th& ipti istics for it risk exposures variables.

=
Table 5.2 shows that t que o' N

35 4. The highest was Jordan (M
=0.0541), followed by Qatar'(M = 0 Siydi Arabia (M = 0.0123). The mean
N @
value of CAR W& 4. Ti‘e highest va@was Qatar (M = 0.2844), then Saudi
N
Arabia (M = (ch&and okdan :i 0.4%1{).
The@.valuenf)l W.§6385. The highest value was Jordan (M =
di A

' 4
rabia/(M = 0.0395) and Qatar (M = 0.0206). The mean

0.05034!%@: ed by S
0

O
LR was 0.0292. Tﬁe&?ﬂghest value was Jordan (M = 0.0454), then Saudi

vak
% (M =0.0199) and Qatar (M = 0.0172). Finally, the mean value of LGR was

0091. The highest was Qatar (M = 0.1667), then Jordan (M = 0.1035) and Saudi
Arabia (M =0.0843).
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Table 5.2: Descriptive Statistics of Credit Risk Exposures Variables

Variable Country N Mean Std. Deviation Min
NPL Jordan 75  0.0541 0.0242 0.0145 %60
Saudi Arabia 55  0.0123 0.0045 0.006 80
Qatar 40  0.0177 0.0137 0.00 .0565
Total 170  0.0304 0.0146 0.& 0.0701
CAR Jordan 75 0.1371 0.0306 0.0781 0.2447
Saudi Arabia 55  0.1483 0.0316 0.2671
Qatar 40  0.2844 0.9257 0.0984 5.9923
Total 170 0.1714 0.2406 0,0852 1.5971
CPL Jordan 75  0.0507 0.0133 .0205 0.0776
Saudi Arabia 55  0.0395 0.07 0.0184 0.5842
Qatar 40  0.0206 0.007 0.EO94 0.0389
Total 170  0.0385 .016 0.2301
LLR Jordan 75 0.0454 0.01 0. o 892
Saudi Arabia 55  0.0199 063 0 8? ‘0,0382
Qatar 40  0.0172 0180 0 @.0479
Total 170  0.0292 0126 2 0080 0.0604
LGR Jordan 75 0.1035 .1430\ -0.1018," 0.8501
Saudi Arabia 55  0.0843 2 0.1 00602  0.3969
Qatar 40 0.1 0.1333 310 0.5882
Total 170 K +1231 40.0685  0.6169

@

5.2.3  Descriptive Statistics of ity Ri u %
0 v,
This section presents \escript'%st\aftfés {@'quuidity risk exposures
A%

variables using the same saT above. T sult i Table 5.3 shows that the mean
[

[
value of CR was 0.30'3% ghest mean,Was &a, (M = 0.4699), then Jordan (M =
0.3002) and Saum (M ,: . ). Thé‘(ean value of LDR was 0.7526. The
&)
highest was Q w =0.96 i Ar@ (M =0.7965), and Jordan (M = 0.6506).
E B ? (..)
The% lue of LAR Was.g§599. The highest was Qatar (M = 0.6521),
follow % di Afabi = 0@3) and Jordan (M = 0.4938). The mean value of

N
CD 0.1910. The highes&Was Jordan (M = 0.3305), then Saudi Arabia (M =

@ and Qatar (M = 0.0703). The mean value of LR was 5.5933 percent. The
U est was Jordan (M = 6.0458%), followed by Saudi Arabia (M = 6.0107%) and

Qatar (M = 4.9266%).
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Table 5.3: Descriptive Statistics of Liquidity Risk Exposures Variables

Variable Country N Mean Std. Deviation Min
CR Jordan 75 0.3002 0.0850 0.1621 %6500
Saudi Arabia 55 0.2211 0.1944 0.013 03

Qatar 40 0.4699 0.3797 0.1 %.0087
Total 170  0.3057 0.1872 0. 1.1480
425

LDR Jordan 75 0.6506 0.1197 0. 1.0338
Saudi Arabia 55 0.7965 0.0784 1.0505
Qatar 40 0.9647 0.1015 0.%635 1.1804
Total 170  0.7526 0.0985 045475 1.0433
LAR Jordan 75 0.4938 0.0907 .3148 0.7198
Saudi Arabia 55 0.6278 0.07 .i 0.5957 0.7130
Qatar 40 0.6521 0.0671 0’5016 0.7499
Total 170  0.5599 440 0. 7035
CDR Jordan 75 0.3305 0
Saudi Arabia 55 0.1186 0. j
Qatar 40 0.0703 ("@ 11
Total 170 0.1910 2408 2 0477 1 5250
LR Jordan 75 6.0458 4 0 7954,/ 9.7808
Saudi Arabia 55 6.0107 9.8076
Qatar 40 4, 9 2 67 9.2998
Total 170 . *1.828 (4 4363 9.3886
@
o -
5.2.4  Descriptive Statistics of I ar T \&
(..)
This section presents t Criptiv tatist S‘bk Q@ri'ol variables used in this
study. Tables 5.4 and 5.5 hat th valu of bank size, measured as the

natural logarithm of to% S, was ‘I &/ hest mean was Saudi Arabia (M
= 10.6107), then &Mﬂ and @ﬁn (M = 9.3455). The mean value of
board size wa 451. The

& e

_ &
S
Avrabia (M %) and Qatar (M = %9)300).

lwas®dan (M = 11.0666), followed by Saudi
T of 6 ural It@'thm of gross domestic product was 10.7698.

|a had the highest ﬂ&?n (M = 11.8430), followed by Qatar (M = 11.2450)
an (M = 10.4243). By bank type, there were more commercial banks (M =

53) than Islamic banks (M = 0.2647).
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Table 5.4: Descriptive Statistics of Control Variables

Variable Country N Mean Std. Deviation Min
BSIZE Jordan 75 9.3455 0.4820 8.0000 0.
Saudi Arabia 55 10.6107 0.2845 9.9915
4

Qatar 40 10.3819 0.3744 9.8492 %
Total 170 9.7238 0.3786 8.8441 1046560
BOARD Jordan 75 11.0666 1.5000 7.000 3.0000
Saudi Arabia 55 9.7636 0.7926 8.00 11.0000
Qatar 40 9.0500 1.2800 6.000 12.0000
Total 170 9.8451 1.1753 824 11.7353
GDP Jordan 75 10.4243 0.0291 10. 10.4609
Saudi Arabia 55 11.8430 0.0288 5 11.8787
Qatar 40 11.2450 0.0527 .181 11.3143
Total 170 10.7698 0.0337 .7243 10.8127
Table 5.5: Descriptive Statistics©f Bank Ty;# '\d' \Y'
Country N Islamic% Co nal % lslaﬂ:c ‘Cﬁentional
TYPE Jordan 75 0.1333 08667 g ? %) 65
Saudi Arabia 55 0.3636 6364 0 35
Qatar 40 0.3750 6250 g 1540 25

4 125

&

Total 170 0.2647 c\) 0.73

5.3 Results of Analytical Procedtb A
\ Q
This study used multiple ? sion anal 0 @mine the associations

“« Q-
between the independent varﬁdgs and nden&\%riables (ROA, ROE, and

N
Tobin's Q). Several ﬁumgons must first pe §fied before the data can be
unit

0 \n@ olliﬁ‘eéj&y, normality, heteroscedasticity,

autocorrelation, @au n test. The@ explained below.
i
\ B ? (..)

5.3.1 %! \(J
DA
&s (2009) pointed oc‘u)@;t there are two ways to deal with outliers. First is

N
b Mming or removing the outliers from the dataset. In this case, the sample size

| decrease, and the dataset may become unbalanced. The second way is
Onsorizing, that is, replacing the extreme outliers to the next lowest, highest, or mean

¥

—+

analyzed: outliers, 0
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value in the sample that is not an outlier, so the sample size does not change (Lusk,

2011; Tang & Ren, 2014). In this study, the extreme values were winsorized. T

In statistics, a unit root test examines whether a time series Wariable is non-

5.3.2 Unit Root

stationary and possesses a unit root. The null hypothesis 's\e“ally defined as
stationary, trend stationary, or explosive root, depend ithe ltest used. The

stationarity of a series is a prerequisite before conductin eco oWork.
]

Yv
Granger and Newbold (1974) discussed %@rking Wi nqni@mary
to_I

variables may produce spurious results that ¢ n\e%r esuIQF"he study
employed the Harris-Tzavalis unit root testfor gach vTria Furt@?o.re, the first

differences of the variables were inv%afor a uni : T@‘est results proved

that all of them were stationary. Tak(e% presen\'rw su ,(Pthe unit root tests.

-9

b

N
@6: ?t Ro 'I‘éstéj

Variable Country -Value) Value =% Status

ROA Jordan -374002 0?0003%‘ Stationary at Level
Saudi Areia -4.0628 0!00% Stationary at Level

Qatar -4.470 ﬂ(%go Stationary at 1st Difference
ROE Jordan 3 3 Stationary at Level
Sau 'N 35 Stationary at Level
r .0000 Stationary at 1st Difference
TQ ordal

0.0000 Stationary at Level
(_/ 0.0426 Stationary at Level
0.0441 Stationary at Level

4.4 0.0000 Stationary at 1st Difference
Q d 0.0252 Stationary at Level
CAE Jordan “6.3880 0.0000 Stationary at Level

O 0.0001 Stationary at Level

Saudi Arabia ;31929 0.0000 Stationary at 1st Difference

\ Qatar -32.0685 0.0000 Stationary at Level
Jordan -5.2401 0.0000 Stationary at 1st Difference

Saudi Arabia -3.4319 0.0003 Stationary at Level

Qatar -2.3157 0.0103 Stationary at Level

LLR Jordan -1.7748 0.0380 Stationary at Level

Saudi Arabia -1.9369 0.0264 Stationary at Level

Qatar -2.9823 0.0014 Stationary at Level
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Table 5.6, continued

Variable Country Z - Value P- Value Status
CGR Jordan -6.2313 0.0000 Stationary at Level v
Saudi Arabia -1.7799 0.0375 Stationary at Level \
Qatar -2.4757 0.0066 Stationary at Level %
CR Jordan -3.2583 0.0006 Stationary at Lev
Saudi Arabia -4.8607 0.0000 Stationary at L
Qatar -3.4904 0.0002 Stationary at 1st Difference
LDR Jordan -5.6285 0.0000 Stationary at
Saudi Arabia -3.3267 0.0004 Stationary at 1styDifference
Qatar -6.2685 0.0000 Stationar Difference
LAR Jordan -5.3666 0.0000 Stati evel
Saudi Arabia -2.0080 0.0223 'on% at Level
Qatar -2.5846 0.0049 at 1st Difference
CDR Jordan -6.8178 0.0000
Saudi Arabia -3.9010 W‘
Qatar -5.3162
LR Jordan -2.0966 (.}Y'
Saudi Arabia  -4.6698 . Difference
Qatar -2.5438 . StatjBnary atgst DiffE'(Fr‘nce
BSIZE Jordan -5.2517 . i Level ™
Saudi Arabia -3.4090 . erence
Qatar -2.5806 W ary at“st Difference
BOARD Jordan -5.1821 % 000 nary a%st Difference
Saudi Arabia —4.5370\ .0000 iona ‘@ evel
Qatar -5.0597 0.0Q00 tionary'at Level
GDP Jordan . 0.

i}g at 1st Difference

Saudi Arabia Statignary at 1st Difference

Qatar o0 4 ionary at 1st Difference
TYPE Jordan 0.0000 %onary at Level
Saudi Arabia 03 AS ationary at Level
Qatar 0,0019 _L\ Stationary at Level

'S
Table 5.6 shows that all va,i\aﬁl e@tcasgnary at level, except for GDP for
Jordan, Saudi Arabia, a Qat&r; BSIZE, L&,%nd LDR for Qatar and Saudi Arabia;

ROA. ROE, %\@ LAR for

BOARD fQﬁn. These variables stationary at first difference.

4
NS
C.)
5. ulticollinearity N

%he aim of this analysis is to investigate the presence of multicollinearity

Oween the dependent and independent variables and between the dependent

variables (Shukeri & Nelson, 2012). According to Hair et al. (2011), multicollinearity

/

r; I\E&énd CAR for Saudi Arabia; and CPL and

Sl
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is present if the correlation between independent variables is above 0.90. Two
methods were used to discover multicollinearity in this study: Pearson corw

(correlation matrix) and variance inflation factor (VIF). \
the correlation coefficients were less than 0.90, indicating absence of

multicollinearity. The correlation matrix shows that the highest&Correlation (r =
n

0.7905) was between NPL ratio and loan loss reserve ratio
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67T

Table 5.7: Pearson Correlation among the Varia eg

£
Variable _ Countries NPL _CAR _ CPL LLR CGR CR IDR LA CDR LR SIZE TYPE BOARD GDP
NPL Jordan 1.0000 =
Saudi Arabia  1.0000 T
Qatar 1.0000
CAR Jordan 0.1884  1.0000 Y,
Saudi Arabia  -0.2454  1.0000 Y'
Qatar 0.0085  1.0000 |
CPL Jordan 0.4331 02255  1.0000 \d
saudi Arabia  0.0513 -0.0913  1.0000 o
Qatar 0.6653 -0.1058  1.0000 é J | S
LLR Jordan 0.7905 0.1827 05353  1.0000 P e
Saudi Arabia 05832 -0.2610 -0.1927  1.0000 Y’ LR
Qatar 0.6992 0.0396 07392  1.0000 N <
CGR Jordan 01973 -0.1457 -0.2908  -0.2857  1.0000 &
saudi Arabia  -0.2063 -0.0474 0.0074  -0.0494  1.0000 @)
Qatar -0.2356  -0.0568 -0.1392  -0.2631  1.00 \Y &
CR Jordan -0.0690 03459 0.1845 00519  -0.1 3,,0%70 S
Saudi Arabia  0.0975 -0.0546 -0.1257  0.1904 Q’sa 0008 “
Qatar -0.3602 -0.1202 -0.1324  -0.4031 O, 000
LDR Jordan 0.1169 04303 00452  0.1318 ; 58’ 57.<>1.0000
saudi Arabia  -0.2029 05153  0.0854  -0.173 0675 j 29 1.0000
Qatar 0.1439 -0.0593 00385  0.17 0. ‘05847 1.0000
LAR Jordan -0.0663 0.1805  -0.0971 -o& 1%?522 0.6998  1.0000
Saudi Arabia  -0.1496 0.2326 0.0888  -0.03 390 0.6756  1.0000
Qatar -0.2297 01760  -0.4552 7 | *-0:2260 0%'6.7028 0.6223  1.0000
CDR Jordan 02002 -0.1044 -0.1713 £%0.2167 101200 02517 01437 02233 1.0000
Saudi Arabia  0.1563  0.0943  0.080 .322.%_}3 2088~ 00152 -0.1089 -0.0990 1.0000
Qatar 06124 01421 04354 ~/05663 © 01074 -0.2653 00077 -0.1577 1.0000
N

N
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Table 5.7, continued \Y~

05T

C
Variable Country NPL CAR CPL LLR CGR CR LDR LAI\Gj:DR LR SIZE TYPE BOARD GDP
LR Jordan 0.1778 -0.4152 0.0685 0.0688 0.1708 -0.2884 -0.4976 -0.4967%,-0.5354 1.0000
Saudi Arabia  0.1613 -0.7528 0.0770  0.1878  0.1693 0.0710 -0.5145 -O: -0.1249  1.0000
Qatar 0.3361 0.2795 0.0398 0.4393 0.0491 -0.2046 -0.1076 ,-0.0465 0.3651  1.0000
BSIZE Jordan 0.0870  0.0134 0.1262 0.3538 -0.1385 0.2243 -0.051 0012 -0.3174 0.1931  1.0000
Saudi Arabia  0.1493  0.0041 -0.0170 0.1427 -0.3696 0.0266 -0.2 1?—?3678 0.2238 -0.0902  1.0000
Qatar 0.1951 0.4109 -0.0045 0.2371 -0.0380 -0.3738 0.3"72 0.2075 0.3221  1.0000
BTYPE Jordan -0.3654 -0.2296 -0.2289 -0.2881 -0.1012 0.1633 : 9 0.7134 -0.7069 -0.2774  1.0000
Saudi Arabia  -0.1138  0.0406 -0.0324 0.1948  0.3140  0.0407 ' . '-QE@?? 0.0650 -0.5143  1.0000
Qatar -0.5384 -0.1200 -0.2597 -0.6420 -0.0175 0.2500 &43 0.1083/ _55\0.4544 -0.6160 -0.1834  1.0000
BOARD Jordan 0.0581 -0.1246 0.1810 0.1963 0.0863 -0.0308 .0666> '-04251 %=0.0900 0.1528  0.2739 -0.1228  1.0000
Saudi Arabia  0.1676  0.0333 0.0663  0.5460 -0.1035 0.09&’7 }2\ ?%N 0.4037 -0.1578 0.1276  0.1794  1.0000
Qatar -0.0650 0.1156 -0.0876 -0.2822  0.0275 0,853 : -0. 0.2050 -0.0866 0.2607  0.2962 1.0000
GDP Jordan -0.3452 -0.1164 -0.0720 -0.2830  0.1022 —@ : 3094 -0.0392 0.0620 0.1207 0.0000  0.3271 1.00
Saudi Arabia  -0.0394 -0.0707 0.1394  0.0052  0.4641 -0,0842_ -0 2243 0.2246  0.1600 -0.0789  0.0000  0.0018 1.00

Qatar -0.1006  -0.0645 0.0307 -0.1410 0.374 0.274 %8 9,<\0.3740 0.1889 -0.1010 -0.1374 0.0000 0.0588 1.00
I P ) A
3

‘% '
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In addition, tolerance and variance inflation factor (VIF) were used to examine
the assumption of multicollinearity. According to Hair et al. (2011), a VIF \?11
lower than 10 or a tolerance value of higher than 0.1 is acceptable. Table@sents
the VIF and tolerance values for every variable and location. The table'Ns that the

VIF values of all variables were lower than 10, while their toleraQe values were

3.96

higher than 0.1. Therefore, multicollinearity was absent. \,
Table 5.8: VIF and Tolerance : |
- . .
Variable Jordan Saudi Arabia \ \24

VIF Tolerance VIF 7 Tolerance
TYPE 8.85 0.112994 18200 | 1929
LAR 8.18 0.122249 -0.165289
LDR 7.20 0.138889 0478572
LR 6.90 0.144927 “\.,'0.384830
CAR 6.46 0.154798 0.801435
LLR 5.01 0.199583 o@ 0.256354
CDR 4.81 0.207878 0.274416
NPL 3.78 0.264708 0.176991
SIZE 2.26 0.442011 . : 0.141643
GDP 2.08 0.479628 2. 9100 0.523024
CR 2.02 0.49527 ; 2.7900 0.357992
CPL 1.77 0.564343 3. 4.7100 0.212314
BOARD 1.56 0.64 : 2.2400 0.445735
CGR 1.26 0.795\ ' . 7.8600 0.127226

MEAN VIF 4.43 T

5.3.4 Normality

Kurtosis a@essq@ere o check the normality of all variables.
Skewness an@s T the

a dataset %Udy’trbnym g%assets (as a measure of bank size) and gross
omesSQpJu a@a

.

d ct into the natural logarithm to ensure that the variables were normally

d'We : ™~

According to Kline (1998), normality means that the distribution of the dataset

o

i shaped like a bell curve. To test the normality of all variables in the models, the

skewness and kurtosis values were used. The data were considered reasonably normal
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if the absolute skewness value is 1.96 and absolute kurtosis value is 3. Table 5.9
shows that all absolute kurtosis values of all the variables were around 3 and a?ae
skewness values were around 1.96. q
Therefore, the data were normally distributed except for Tobirﬂ*PL, CR,
NPL, CAR, CGR, LDR, LAR and LR for Saudi Arabia; Tobin's Q, WROA, NPL,
CGR, CR, BSIZE and BOARD for Qatar; and CGR, CD% Q, CAR, CR,
l

While the skewness and kurtosis values were™still u aw, modest

X
violations of univariate normality are not a probl@g as they ar n}t &&u}ed by
Y-

outliers (Hair et al., 2011). 4

\ N

Serv. for Jordan,

LDR, LR, BSIZE, BOARD and TYPE for Jordan.

Moreover, the dataset comprised ow , a

Saudi Arabia, and Qatar, respectivelyw )re higher
threshold (30 observations), and t)ﬁﬁe normahi ?u @*in this case was not
% @ S

the “ral limit theorem
©

seriously affected. q <3-
Tabl est of Sk ss a urtosis
Variable Count N | Skewness Kurtosis
ROA Jordan ¥ & ¢,-0.4765 25116
Saudi Arabia 55 0.2378 2.7213
tal | 4 % -0.5863 3.1062
ROE 7 (Q -0.1347 2.6709
i Arabia

| O 0.2725 2.6232
r ¢ 7? C—) -0.4967 2.7841
TQ Jordan O 1.5107 46772

%diAra a 55 &N 3.0291 13.0045
Qatgt f 4eé\ 4.8775 27.8813

NP, % Jordan 0.5812 2.8989
Saudi Arabia &. 1.5152 6.1754

A Qatar \c'740 1.0905 3.4943
*&Q Jordan 75 0.2923 3.6934
Saudi Arabia 55 1.1189 5.3168

Qatar 40 6.0818 38.0019
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Table 5.9, continued

Variable Country N Skewness Kurtosi
CPL Jordan 75 -0.0464 2.4384?7
saudi Arabia 55 7.0825 5 N
Qatar 40 0.6554 %
LLR Jordan 75 0.3391 .82
Saudi Arabia 55 0.2857 08
Qatar 40 0.8765 2.8658
CGR Jordan 75 2.4612 .1057
Saudi Arabia 55 0.9911 4.1036
Qatar 40 1.1336 \) 4.1750
CR Jordan 75 0.9391 5.3237
Saudi Arabia 55 4.0251 i 20.5230
Qatar 40 1.9773 ' 7.9114
LDR Jordan 3.4972
Saudi Arabia \JﬁS
Qatar 5
LAR Jordan g.QS@S}Y.
Saudi Arabia .19§§L
Qatar 2.4778
CDR Jordan Is.owzzso
Saudi Arabia 2:8946
Qatar 2.7698
LR Jordan (’Q 4.0794
Saudi Arabia O 3.4324
Qatar 1.7195
BSIZE Jordan 5.6016
Saudi Arabia 2.1502
Qatar 3.6384
BOARD Jordan 4.6021
Saudi Arabia . 2.3533
Qatar . 3.0893
GDP Jorda 75 L& 6 1.8962
Saudi Arabi 55 77 1.2842
Qatar ) 0 & 400027 0.2331
BTYPE Q} 2.1572 5.6538
Sa % 0.5669 1.3214
,& 0.5163 1.2666

53(3: K

dasticity he assuqaption that the variances of a regression model are
% 5 >4
COK ross the values of'l'l&e"predictor variables. This is a desirable result as the

‘éent variable variance should not be concentrated on a limited range of the

Oependent variables. The violation of homoscedasticity is heteroscedasticity.

Heteroscedasticity has a tendency to make the coefficient estimates to be
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underestimated, and in some cases, it makes non-significant variables to be significant

( Hair et al., 2011). Y

In this study, homoscedasticity and the independence of error@were
examined with the Breusch-Pagan/Cook-Weisberg test for he(!&dasticity.
Heteroscedasticity is present if the alternative hypothesis is supp (p < 0.05).

Table 5.10 shows the results of the heteroscedasticity test. All Chi™probabilities were
non-significant (p > 0.05), indicating the absence of heter a 'cityl
Table 5.10: Test of Heteroscedasti€ity ’ .\d, v
Variable Country x
ROA Jordan 12
Saudi Arabia
Qatar 4
ROE Jordan 0.0

Saudi Arabia

Qatar %N
TQ Jordan \
Saudi Arabia

20
Qatar % \N
>
5.3.6  Autocorrelation \
The presence of ftowion #

I
This test detects the existence of ut&qyjﬁwthe errors of a regression analysis.
Autocorrelation i@if thfl probability e Breusch-Godfrey LM test is higher

N
than five percent mier, 200 fls T@éle'S.ll shows, the probability values of the

Breusch-G%e M test were hi@"han five percent. Therefore, autocorrelation
: ' 4
was abse he sampl at£

%y
{4
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Table 5.11: Breusch-Godfrey LM Test of Autocorrelation

Variable Country Chi2 df Pro
ROA Jordan 3.638 1.0000 0.056
Saudi Arabia 3.017 1.0000 0&&
Qatar 0.449 1.0000
ROE Jordan 2.801 1.0000 0.07
Saudi Arabia 2.649 1.0000 1036
Qatar 1.247 1.0000 0.2642
TQ Jordan 3.747 1.0000 0511
Saudi Arabia 3.299 1.0000 0.0581
Qatar 3.571 1.0000 \l 0.0532
5.3.7 Hausman Test of Random Vs. Fixed Effects Mode
The Hausman test is used to determine whether the odel the
random effects model is more appropriate. If p < , the flxed ff m!) more

appropriate; if p > 0.05, the random effects

a ropna@able 5.12

D

shows the results of the Hausman test.

Table 5.12: Hausman Testfmndg@{ '

EffectS Model
Variable i | Chi2 Prob.
ROA "n 0 v 0 0.3838
Arabi 67 0.4740
sc\Qat e A3 0.9915
ROE Jo rﬂn < 12, 98 0.3705
co di (O 7164 0.0000
at & 5.83 0.9522
TQ g (J 41.78 0.2601
au rabl 7.77 0.8582
‘_ Qtar , 24.42 0.1017

[]

The%%'sho elth X ﬁn effects model is more appropriate than the

fixed S model in¥inte pr@' the results of the study, p > 0.05. The only

ex tlon was the ROE mode#(')r Saudi Arabia, as the fixed effects model was found

more appropriate, p < 0.05. Therefore, this study only presented the results

Oated to the appropriate effects model.
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5.4 Multivariate Analysis

This section discusses the results of the multivariate analysis to test the r?m
hypotheses. The multiple regression analysis was used to examine the@;\sbatlon
between credit and liquidity risk exposures, and bank performan!%we FGLS
(Feasible Generalized Least Square) were used in order to make s ?t?e regression
results are free from autocorrelation and heteroscedastic problv

l

5.4.1 Empirical Results for Return on Assets (H1. H1.10)

This section examines the first set of hyp s (HL.1 t J’l@ hese
hypotheses examined the impact of credit |dt i osu&/?on bank

performance, measured by ROA. The res u ft regressi nalys,@:ss~ the first set
re

of hypotheses (ROA) for Jordan, Sa , and a |n Tables 5.13,
5.14, and 5.15. ? ,<\
n \
Table 5.13: Re L |dh i dan (ROA)
ROA t-value p-value
NPL -2.840 0.005
CAR 1.170 0.243
D.CPL -3.270 0.001
LLR 3.470 0.001
CGR -1.170 0.243
3.740 0.000
LDR -6.060 0.000
\ 5.780 0.000
-2.140 0.032
-1.060 0.287
. -3.650 0.000
0 009 0.005 -1.850 0.064
0 OOIY' 0.000 4.820 0.000
D 0.014 -3.220 0.001
nstant 0.145 3.430 0.001
dependent var 0.012 SD dependent var 0.005
0.7082 R-Sq 0.5015
Number of obs 75 Chi-square 140.962

p<01 **p<.05, *p<.1
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Table 5.14: Results of FGLS Regression in Saudi Arabia (ROA)

ROA Coef. St.Err. t-value lu
D.NPL -0.160 0.060 -2.680 0
D.CAR -0.111 0.035 -3.150 .002

CPL -0.003 0.003 -1.020 N. 09

LLR 0.203 0.055 3.690 .000

CGR 0.002 0.003 0.690 0.488

CR 0.001 0.001 0.940 Q 0.349
D.LDR 0.000 0.007 0.040 0.970

LAR -0.020 0.011 -1.800 0.071

CDR -0.003 0.006 0.594

D.LR -0.003 0.001 0.000
D.SIZE 0.008 0.001 l 0.000
TYPE 0.002 0.001 .043
BOARD 0.000 0.000 \&.328
D.GDP 0.017 0.009 otoszgr

Constant -0.226 0.105 [ o.@%z..
Mean dependent var 0.019 ependent vzf (%84
0.8482 R- b 4 7104
Number of obs 55 w-squaﬂ's\ ?\_839.913
~
% n< 01, ** p<,05, * p<.1 a Y oo N\ N
Table 5.15: Resu Fa_S in Qat 0 N
Coef. Err. p-value

0.197
0.022
0.676
0.015
0.009
0.706
0.042
0.014
0.895
0.921
0.904
0.993
0.864
0.022
0.014

*kk

he FGLS regression model for Jordan (R2 = 50.15%, Wald Chi2 = 140.962, p
00

Mean'de nt varg v 7 SD dependent var 0.005
R P 4 ‘?. 831 R-Sq 0.613
Em of obs A 40 Chi-square 91.268

* p<.05, * p<.1 \"'7‘

.001), Saudi Arabia (R2 = 71.94%, Wald Chi2 = 339.913, p < .001), and Qatar (R2

= 61.30%, Wald Chi2 = 91.268, p < .001) fitted the data and significantly explained
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the changes in ROA. Ten hypotheses were developed regarding the relationships

between the variables of CRM, LRM, and ROA. These are discussed in the fo]?‘iwg

sections. @

5411 Non-Performing Loan Ratio and Return on Assets (HRE
Hypothesis 1.1 posits that NPL ratio is significantly and MIy related to the
ROA of listed banks in Jordan, Saudi Arabia, and Qatar. eélts 1f the regression

analysis showed a negative and significant associatio twee M ROA in

Yw
Jordan and Saudi Arabia (t = -2.84, p = .005) (t .007). ]’@nding

®
hi

Kadibo, 2012;

age Q@YLS can hurt

ble @‘collect the owed

supports the results of previous studies (e.g.,
Poudel, 2015). The negative result impliew

the financial performance of banks, hanks are

interest, which means lower intereﬁgs)me, %&/ p@*their operating costs

(Samir & Kamra, 2013) as citeelyi gu e? al. ( ),(I’?;‘.E}r provision for doubtful

debts, and write-off of bad hurt Ore,\the a@ess of NPLs increases when
ol

banks are forced to k% provi “doveb)otential NPLs. Therefore, NPL
d &
results in high proviﬁg&ing, vb to Igevfinancial performance (Alshebmi et
al., 2020). & &
N ) e DL O
A hi e‘@ will adve ely' affect’the profitability of banks and the lender’s
e ;g

Y
itu&\n Kingu et al. (2018). This factor threats the

stock p babaf’ '@s c
tﬂ'g& ! tf00§1§'.'fthNPL' t resolved it i
sustainable development of ec ies, if the is not resolved it may cause crises
N

i%&ystem and serious financial problems (Erdas & Ezanoglu, 2022). From the
i

cial intermediation theory, adverse selection in banks substitutes high quality

orrowers with low quality borrowers, which leads to the impairment of the overall
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quality of the loan portfolio. This in turn causes the accumulation of NPLs, reducing

the profitability and capital of the banks (Bofondi & Ropele, 2011). Yv
According to the institutional theory, central banks around the @ﬂvave
significant roles in determining the monetary tools and instruments intaining

economic stability in the world. The increase in NPL results from“s€veral reasons:

ineffective or weak instruments, insufficient regulations, Wadequate legal
framework. Therefore, banks should use and adhere to X:n regulations in
their risk management (Nordlinder & Sundell, 2017). efor M‘accepted
for the Jordanian and Saudi banking sector. { ’ _\C}Y‘
Qatari banks have insignificant siti{ nsh.@rbetween

t thi findir@:gr:tradicts the
ba@“need to establish

nonperforming loans and ROA (t = 1.29,&};;),
initial expectation. The positive rela IpJmeans tha

TPL~2015), Furthermore,
N

the non-significant results meanéPL o%es n explzu e profitability of banks;
in other words, a higher or Qﬁ%rcjtﬁﬁz_ @ot significantly affect ROA.
A positive relationshi een the two h béenb’ported in previous studies (e.g.,
g F &
\5\ on-si

Rajha, 2017; Alsh wﬁ), '&}ﬁiﬂcant relationship is consistent with
other studies (eg@inji, 'ereftréﬁ'-ll.l was rejected for Qatari banks.
j ‘

effective and efficient arrangement@jeal wit YA

NN
54.1.2 % al Adequ tratio& Return on Assets (H1.2)
X

&mthesis 1.2 posits \t@(’ capital adequacy ratio (CAR) positively and
S ﬁhntly relates to the ROA of listed banks in Jordan, Saudi Arabia, and Qatar.

Therresults of the regression analysis for Jordanian banks showed a non-significant

ositive association between CAR and ROA, t = 1.17, p = .243. This means that CAR
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has a positive and insignificant impact on ROA. This finding and it has been reported
in previous studies (Afriyie & Akotey, 2013). Y.

The association between CAR and ROA in Saudi Arabia and Qatar \@}@tive
and significant, (t = -3.15, p = .002), (t = -2.29, p = .022). This meﬁ%t CAR is
negatively associated with ROA. In other words, an increase in CAWId decrease
the ROA of Saudi Arabian and Qatari banks. This result is %L t with previous

studies (e.g., Poudel, 2012; Chandrasegaran, 2020). The fi udi Arabia and

Qatar contradict the theories stating that banks with "hi Mave more
capacity to pay for credit defaults and increase profitabili Thei&o}ésults
demonstrate an ambiguous impact on profitabiki they cé crlbe@zs the role

of risks in the financial sector and to t

mgoiffe of th@ﬁgnmal crisis

(Mendoza & Rivera, 2017). Theref E l> was reje for@ entirely banking

A
sector. % . %‘ T é

5.4.1.3 Cost per Loan Ratio Ret sset@:ﬁ.S)

Hypothesis 1.3 % hat co’tmy a@PL) ratio is negatively and
significantly relatethhe @) ban“s Jordan, Saudi Arabia, and Qatar.
The results of th(‘&g}sm indi@hat the association between CPL and
ROA was ne@nd |gnifi : d(il'(%r)]ian banking sector (t = -3.27, p = .001).
This ne e atltansb}dl at@at the bank’s risk occurs due to inadequate
interna t;g@sses such as hu rror or system failure. This increases costs, which

s proflt before tax, eventually reducing the bank's overall profitability. Risk

: come from reduced profit, which is influenced by the operational cost structure

d service failures carried out by the company (Zakhariah & Hesniati, 2022).
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Thus banks that can effectively control and manage their costs will earn higher
profits (Y. R. Bhattarai, 2017). Lower underwriting, loan monitoring, an?ﬂil
deposit processing expenses would lead to more capital market funding,@hort-

term investments, and higher profitability (lannotta et al., 2007): result is
consistent with previous studies (lannotta et al., 2007). T

The negative direction is consistent with the stakeholder theowy, as firms affect
and are affected by various stakeholders on top of their o mdfrs (Fanta et al.,

2013). The management has to balance between th mpet'ng.\{rdds of the

®
various stakeholder groups (Harrison & Freeman, ). For inst c}, .@;ers
should balance between the interests of custo shareh ; sincégﬁhancing
customer service level could negatively a@t \ty of s (Ogden &
Watson, 1999). \%

Based on the financial interrrﬁggsion theo\d%r

higher utilization of resources r anﬁ man

e
\Pa- &

the operating expenses and.cost tovinc This @nces poor bank management
ttlli

practices in monitori ng, and de"\mﬁﬁg its loan portfolio (Berger &
g $ &
Deyoung, 1997). Therefore, H]l. N cepti&mthe Jordanian banking sector.
‘:;;a

| nd %B&Kin Saudi Arabian and Qatari banks was

¢

negative anE %gnifi an:lt]g-!'.o »p=.309) (t =-.42, p = .676). This means that
t associ

N
CPL is lated"wit A. I@her words, an increase or decrease in CPL will

e
The relatienshipsbetw

A X o |
not icantly affect ROA\(i;ﬁs result is consistent with previous studies (e.g.,

S!hZOlZ; Musyoki & Kadubo, 2012). Therefore, H1.3 was rejected for the Qatari

Giaudi Arabian banking sectors.
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5.4.1.4 Loan-Loss Reserve and Return on Assets (H1.4)
Hypothesis 1.4 posits that LLR is negatively and significantly relatedee
ROA of listed banks in Jordan, Saudi Arabia, and Qatar. (’}
The relationship between LLR and ROA in Jordan and Sa abia was

positive and significant, (t = 3.47, p = .001), (t = 3.69, p = 0.000). This result is

associated with ROA. In other words, a higher percentag WI‘| lead to higher
ROA. Therefore, H1.4 was rejected for the Jordania d Saudi banking

@

sector. | _\C}
According to the institutional theory, LL 0 % k so@ﬁ'ness and

, g@.ments, and
eser@dequate LLR to

mitigate anticipated losses. The mi%m capizﬁ\qu?e nts illar in Basel Il has
ué 4 >

similar to previous results (Eng & Nabar, 2007). This means th\aNtR is positively

wn
~—t
a4
=
E
<
=.
)
jabl
Q
Q
o
3
=
>
=.
>
«
=
w
o}
>
—
é
5.
£
o
w

individuals. Therefore, bank regulators, require banks

three approaches to deal with stly, the internal r s-based approach states

&
that if the anticipated Iossihighlr an the Lé he bank should deduct the

difference from its ti% tier
. . & o

requires banks to K: an @ oa um of 1.25% risk-weighted assets.

Thirdly, the advancedwmea appr a‘&/ requires banks to determine their own

N

apit Ii‘. ‘Secbﬁdly, the standardized approach

s

\ ’ ' C—%
methodolo aluating t ir'T_L&( asel Committee on banking supervision,
%v NN
2004). ) o f Q\
X | | .
results of the re@on analysis showed a negative and significant
a ion between LLR and ROA and Qatar (t = -2.42, p = .015). This result is

onsistent with (e.g., Al-Rdaydeh et al., 2017; Noman et al., 2015; and Karim &
lam, 2013). This negative relationship means that banks face high credit risk and

they provision loan loss reserve to reduce it. This leads to declining profitability for
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two reasons. Firstly, loan loss reserve is allocated from the annual earning of banks.
Secondly, undertaking more lending activities will make the banks more profltww
a higher amount of loan loss reserve will decrease their ability to give Io@thus
depress their returns (Ul Mustafa et al., 2019). Therefore, H3.4 was d for the
Jordanian banking sector. Therefore, H1.4 was accepted for Qatari bm sector.

e

5.4.1.5 Loan Growth Ratio and Return on Assets (H z '

Hypothesis 1.5 posits that CGR is negatively antysignifi ar.mquted to the
®
' g
The results of the r_@ssmn
ifi% as\&' ation in
jation ]@dl Arabia (t
R@Qm other words, a

ROA of listed banks in Jordan, Saudi Arabia, and Q

analysis showed that CGR and ROA had a

Jordan (t =-1.17, p = .243) and an insignifieant

= .69, p = .488). This means that LGwassomate

higher or lower percentage of LG not sig \tm @he ROA of all listed

N

banks. Several studies show %}ﬂlfl&nt results eqf.?Thlong o et al, 2017;
Berger & Udell, 2004). Th \&leﬂﬁ}yge$ Jordanian and Saudi Arabia
banking sectors. %z l

s $ &
Qatar bankin ﬁ@r was ive and ificant relationship with ROA (t = -
261, p = 0.0

D

cons@‘ft with several previous studies (e.g.,

19’92(-}!‘;?05 et al., 2010). The negative relationship

\
may be %;k the Banks grarﬂ& loans at rates below the competitive loan and

Fahlenbrach_et*al.}) 2018; Clai

are ﬂmg by accepting Iowe@dallty borrowers. Providing loans at a rate that does
n ensate for default risk may help to increase loan growth, but this strategy will

e ine the average interest income for the outstanding loans, thus lowering the
rofitability of banks (Foos et al., 2010).
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On the other hand, there are logical arguments for loan growth. For instance, the
bank seeks to maximize its market share by decreasing its underwriting stanaTo
attract more debtors. The underwriting standards include personal g@%&s of
borrowers, loan covenant, and collateral requirements. If a bank decr ese non-
price items to attract new debtors, loan quality will decline, thus in |an the risk
exposure of the bank. In addition, previous studies found that loamsgrowth increases
NPLs and decreases bank solvency with a time lag of man Y:a if et al., 2016).

As a result of adverse selection in the financial integmedia 'orw if a bank
is trying to earn the business of borrowers that have ished a relati ni’ni&v\jth the

bank, it will work the hardest to keep their hi qu Iitf ers, The lowest

quality customers will be easiest to attrQ\S} anlq\ thatsare tryi Y;o grow by

attracting lower quality borrowers w: r from lo oan ity in the future.
Furthermore, if a bank tries to |n loans \‘idl h(l}(*prowdlng sufficient
resources for credit admlnlstr y ﬂﬂce higher NEé?ln the future. Thus, the

misallocation of resources Ie toJ) qu% the bank has not decreased
2). rle

its underwriting stand% ir, 19
4 <Q
\ (J

banking sector. Q %
&
\ ¢ l O
54.16 C %Raﬂ nd tu'rnejnssets (H1.6)

a
H% s 1.6Jpasit S|gn|f|cantly associated with the ROA of listed

Tsa' H1.5 was accepted for Qatari

(@]

nmordan Saudi Arat@dnd Qatar. The results of the regression analysis
‘% that the relationship between CR and ROA was positive and significant in
n, t =3.74, p = 0.00. This result implies that high liquidity is a sign of financial
rength. Holding cash provides a safety margin for eventual downturns and enables

the bank to pay for daily expenses such as taxes, salaries, and materials. In addition,
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holding cash guarantees the undertaking of highly profitable investments that demand
instant payment, which positively affects the profitability of banks (era,?@
This result is consistent with (Al-Qadi & Khanji, 2018). (’}
According to the stakeholder theory, the management of cun'!k;tlo is an
extremely sensitive area. It includes making decisions on the composition and amount
of current assets and the financing of these assets (Joshi, 1995 aMm John (2015).

Furthermore, the main goal of managing working capital Ke s re that the firm

is able to perform its functions and to receive suffi cas fw ng future
functional costs and short-term obligations. ’ _\C}
Moreover, a firm should balance betwe of iq |d|ty An

extremely high level of liquidity is bad becw seif do™mot eamé@;mg On the
other hand, the lack of liquidity Wlll\a the credi nce resulting in

bad credit image and lawsuits, whic ay cau ?lr ;{%‘Iose Therefore, it is

important to maintain an app% balshce tweeQQ |d|ty and profitability.
Therefore, H1.6 was accepted for rdI ing se@r
hip etw

On the other h%@e relatio
l

A estR and ROA in Saudi Arabia
positive and insignifieant (t = \p\ 34%&#“5 result is consistent with previous
studies (Madus @

:; (E)(?lmllar to (Ashraf et al., 2017). This means

and non-si | :
that CR%kssociﬁt 'p ROA@'n other words, a higher or lower percentage of

CR A t significantly affe\ e ROA of all listed banks. However, the negative

18)(_; ile, Qatar banking sector was negative

t icates that the fixed assets are usually more profitable than current assets. In

d words, the money invested in fixed assets generates higher returns than current
s

sets. Furthermore, the amount invested in current assets generate additional costs,
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reducing the profitability of banks (Assaf Neto, 2003) as cited in Vieira (2010).

Therefore, H1.6 was rejected for Saudi Arabia and Qatar banking sector. Yv

5.4.1.7 Loan to Deposit Ratio and Return on Assets (H1.7) A

Hypothesis 1.7 posits that LDR is significantly and negativeWciated with
the ROA of listed banks in Jordan, Saudi Arabia, and Qatar, The"esult indicated a
negative and significant relationship between LDR and R Xo.rdz'nian and Qatari
banking sectors, (t = -6.06, p = 0.00) (t =-2.03, p = .0429Several w%ve found
lnjaz_a\ﬁg\Y(;m;
ity sk, which
ivities &sed on the
is f@on will diminish

K‘l\hcome will reduce the

a negative and significant relationship between LDR ROA (e.g.

Al-Rdaydeh et al., 2017). A higher LDR is ass

reduces the profitability of banks. Beca

capability to liquidate assets, when néegssary, the lack

the income from the Iending-based%ess. T &
N

profitability of banks due to t i 'shiﬁb interest m&q&ﬁ. Furthermore, liquidity

risk may lead to lower cust %nfiT , € ecia& withdrawal demands cannot
be met (Al-Rdaydeh e%];). Therefor “H&.@s accepted for the Jordanian and
N3

&
Qatari banking sect Q %(J
The associationsbet ' andd}%A for Saudi Arabia was positive and
NN

insignificanf: %04,
profitabiit ater di ?ment redit does not guarantee higher profitability if

Y.
the gﬁs are extended Wit@regard to quality. In fact, this could increase the

p mity of bad loans, causing profit to decline (Makkar & Hardeep, 2018, as cited

ﬂdi@‘fi?g that credit distribution does not affect

in “Sriyono & Nabellah (2022). This result is consistent with (Rengasamy, 2014;

harles & Kenneth, 2013). Therefore, H1.7 was rejected for Saudi Arabian banks.
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5.4.1.8 Loan to Asset Ratio and Return on Assets (H1.8)

Hypothesis 1.8 posits that LAR has a significant and negative relationsh i
the ROA of listed banks in Jordan, Saudi Arabia, and Qatar. The results i@ﬁ that
the association between LAR and ROA in Jordan and Qatar w#%itive and
significant, (t = 5.78, p = 0.00), (t = 2.46, p = .014). A higher ratioRJ?ates the high
proportion of loans in the total asset structure, thus better fina cWormance on the
credit level (Syaifuddin et al., 2018). This result suppo mirgs of previous
research (Salim & Zaroug, 2016). Therefore, H1.8 was rejected rWanian and
Qatari banking sectors. | _\C}

LAR and ROA were negatively and sig

relatéd-i udi,@ﬁ)ia, t=-
T

0., S et al., 2012;

aus@ several reasons,

such as problems in credit distributiq(e bad c % @om late or delinquent
N

1.800, p = .071. This finding is consistent with other su‘die

Bougatef & Korbi, 2018). This negati sso&tion may

payment (Syaifuddin et al., ncol@ctabl ans to misguided lending

policies, illegal manipulati %m'
risk and lower profit%C'
reduced, and it will Wse thf
Gujral, 2022). T %&&e His :
¢ ? (,)

%? %
5.4.1.9 % Depdsi P and!é}turn on Assets (H1.9)

&mthesis 1.9 posits th@R has a non-significant relationship with the ROA

OSX banks in Jordan, Saudi Arabia, and Qatar. The results showed that CDR and
i

n Jordan were negatively and significantly related, t = -2.14, p = .032. This
nding is consistent with several previous studies (e.g., Thiagarajan, 2015; Mishra &

Pradhan, 2019). This means that CDR is negatively associated with ROA. In other
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words, an increase in CDR will lead to a decrease in ROA. This means that banks
should avoid keeping excessive liquidity as a reserve for unforeseen client wit)?ml
needs. They should think about different ways to meet such needs, such as@ and
receiving at reasonable rates of return on the interbank market, as WA@ limiting
qualified bills (Ojo et al., 2022). Therefore, H1.9 was rejected the Jordanian

banking sector. \,

DR 'and ROA was

= 895 Mignificam
@

In Saudi Arabia and Qatar, the relationship bet

negative and insignificant, (t = -.530, p =.594) (t = -.

Yw
result is similar to past studies (e.g., Goel & Kum@ﬁ' Warrad, 7)’ T_h{%]eans

that CDR is not associated with ROA. In om an % dec:@ in CDR
1. asa\cce d for I@S udi Arabian

will not significantly affect ROA. Therefor

and Qatari banking sector. \:' ,

5.4.1.10 Leverage Ratio and%
Hypothesis 1.10 posits_tha
the ROA of listed ban@jgdan
LR and ROA in Jo wd Qaf
1.06, p = .28), ( Aw= .

# { (.)

Accor.g.i the stakeho er{hew, the success of the firm is dependent mainly
onship

N

on the r€lati bétwe }he firm’s management and the stakeholders as a whole.
Oneg& most important st@dlders who can exercise the strongest power on the
f reditors, who have the ability to supply economic power to the firm by
roviding debt. Credit power relies on the degree to which the firm depends on debt
nancing (Roberts, 1992). If the firm depends mainly on debt financing, it is more

likely to be seen as a firm with lower risk, as it embodies a superior environmental
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performance strategy in its strategic planning decision. Thus, financial leverage has a
positive and significant relationship with the financial performance of banks (?6!
Ten, 2007).

The association between LR and ROA in Saudi Arabia wa?%tlve and
significant, t = -4.35, p = 0.000. This means that LR is negativemciated with
ROA, indicating that highly profitable firms have enough caﬁ' to finance their

operations. Thus, the firms will increase their debt only i furris cannot cover

their financing needs (Elijido-Ten, 2007). This finding%is_consiste (Alshattl
2015). Therefore, H1.10 was rejected for entirely @sector l _\0}
X

5.4.1.11 Control Variables and ROA V: .9
The regression analysis showed\?@x size wassi nifi@?y and negatively

associated with ROA in Jordan (t ﬁs& p = 0.00), (%si Q@Mth Karim and Alam
N

(2013). In contrast, the relatlonn% positive imSaudi ia (t = 8.00, p = 0.000),
&
wdhury

consistent with previous st |es 0., r %@ld, 2015; Smaoui & Salah,
h

v} |bns® was positive but not significant
F &

(t=.12,p= 904) | %

2012; Boahene et al., I’ Qatar,

Accordln to f| ltermatj)%flon theory, a large intermediary can
engage Wlth nu er of nd’er an borrowers. The size advantage is assumed

to resul% sification, which i | a uable even in an environment where all agents

yﬁutral It also minim ze?t’he contracting cost among symmetrically informed

t oreover, a larger size does not only reduce the cost of contracting but also
Q its intermediaries to fund a large number of profitable investments. Pooled risk is
so eliminated and reduced. The theory posits that large intermediaries are more
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efficient than small ones, hence a negative relationship between size and the
probability of failure (Boyd & Runkle, 1993). T

There was a significant and positive relationship between board SI@QQA
in Jordan (t = 4.82, p = 0.00). This positive result is consistent with ies (e.g.,
Oyerogba et al., 2016; Jackling & Johl, 2009; Haniffa & Hudaib, 6). Board size

and ROA had a non-significant positive relationship in Sau@ Arabia (t

.328) and Qatar (t = .17, p = .864). The insignificant resul nsistent with several

studies (e.g., Goel & Sharma, 2020; Yammeesri & Herathy2010; aw, 2016) .
®
The stakeholder theory considers manager

the represe ta’iv&!-}jzf~ all
g eip IS€, ex@nce, and

stakeholders; they make the best use of their

skills to improve firm performance. The 4qain yole os oard Yr:actors is to
provide effective leadership and m %ﬁ to mak @Se of the firm’s
financial assets and human resourc ar %to '&st be of adequate size
and balances between executi Xecutive ors A large board of
directors can provide mor rea i A»j él\%nformatlon which the firm
can use to improve its nce. Severa stddlsgﬁund that a larger board leads to

:.

fewer agency prob Nksuch zis

better monltorl e fi tud

F &
of gwst and information asymmetry, and

und that a large board of directors can

reduce com hlon rﬂ’en& and weaken firm performance, as the CEO
:tt

th y) pelﬁ%n his interests rather than those of the firm’s

sharﬁ&rs (Algatan et al., 2@’

e regression analysis showed that bank type was significantly and negatively

CZ&

can casi

iated with ROA in Jordan (t = -1.85, p = 0.064) but positively so in Saudi Arabia
= 2.02, p = 0.043), consistent with past studies (e.g., Abdel Megeid, 2017; Khan et

al., 2016; Ben Khediri et al., 2015). The relationship was positive but insignificant for
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the Qatari banking sector (t = .01, p = .993). Finally, there was a significant and

negative relationship between ROA and GDP in Jordan (t = - 3.22, p

consistent with previous studies (e.g., de Leon, 2020; Tan & Floro

%

contrast, ROA and GDP were positively associated in Saudi Arabi 94, p =
0.052) and Qatar (t = 2.29, p = 0.022). These results are consistent witl'several studies
(e.g., Yiiksel et al., 2018; Obamuyi, 2013). \/

The financial intermediation theory was first formah ezand 'popularized by
Goldsmith (1969), Mckinnon (1973), and Shaw (1 wh sw financial

®
| | NN

markets (both capital and money markets) pla pivotal ro M ié%tomlc

development. They attributed the differences i mi 916 ros@]ntries to

the quality and quantity of services proﬂ'@ y fh\anc instil@;; Financial
system refers to the set of regulatiM&)ules an ag ion of financial

institutions, arrangements, and ager@JSat intera%%ea @er and the rest of the
world to foster economic grow‘%weloﬁmen ngggt?\. The financial system is
a primary driver of econo 'MIop . Ttyfulfill duty through the financial
intermediation proces%jk;aili‘ w}g‘ a@dium of exchange necessary for

L
the mobilization a Q@sferiﬁm frorréwplus to deficit economic units. This
i

arrangement ingreaseswyprod 'viti@‘fd thus aggregate economic growth and
( ¢ l (.)
L- N
% ? S
5.4.&mpirical Results f({%'e'turn on Equity (H2.1-H2.10)

Y..
is section examines the second set of hypotheses (H2.1 to H2.10). These
theses examined the impact of credit and liquidity risk exposures on bank
erformance, measured by ROE. The results of the regression analysis for the second

main hypothesis are shown in Tables 5.16, 5.17, and 5.18.

\

output.

L
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Table 5.16

- Results of FGLS Regression in Jordan (ROE)

ROE Coef. St.Err. t-value e
NPL -0.583 0.187 -3.11 0.
CAR 0.124 0.266 0.47
D.CPL -0.862 0.276 -3.12 002
LLR 0.928 0.273 3.4 .001
CGR -0.018 0.017 -1.06 A .290
CR 0.169 0.04 419 0.000
LDR -0.476 0.075 -6.39 Y. 0.000
LAR 0.692 0.113 6.11 0.000
CDR -0.044 0.013 -3.47. 0.001
LR 0.002 0.005 0.48 0.630
SIZE -0.027 0.008 -3. 0.001
TYPE 0.004 0.04 0.1 0.919
D.BOARD 0.008 0.002 l 0.000
D.GDP -0.387 0.095 .0 0.000
Constant. 4.225 0.996 4.24 ' \d 0.000
%
Mean dependent var 0.088 ependent var 8
0.6957 R-Sq l I —\ﬁ’sém
Number of obs 75 Chi-square 113.19
**% p< 01, ** p<.05, * p<.1 \ N
X

Table 5.17: Results of FG

u Ara%ROE)

ROE Coef. -valye " p-value
D.NPL -0.985 )2 0.01
D.CAR -2 0.005

CPL 8 0.239

LLR 4 Q13 0

CGR A%0.94 0.348

CR N 0.81 0.42
D.LDR % 1.04 0.299

LAR 0 -2.45 0.014

CDR -1.13 0.26

D.LR -0.71 0.479
D.SIZE 8.42 0
TYPE 2.36 0.018

0.61 0.545
2.29 0.022
-2.75 0.006
SD dependent var 0.032
R-Sq 0.7489
Chi-square 677.925
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Table 5.18: Results of FGLS in Qatar (ROE)

ROE Coef. St.Err. t-value e
NPL -0.823 1.024 -0.800
CAR 0.000 0.002 0.270
CPL 0.393 1.635 0.240
D.LLR -1.774 0.968 -1.830
CGR 0.003 0.042 0.070
D.CR 0.000 0.023 -0.010
D.LDR -0.208 0.107 -1.940
D.LAR 0.515 0.192 2.670
CDR -0.002 0.374
D.LR -0.009 0.007
D.SIZE 0.043 0.016
TYPE -0.087 0.051
BOARD -0.002 0.003
D.GDP 0.124 0.104
Constant -1.740 1.160
Mean dependent var 0.123 SD depend
R 0.7437 R-Sq
Number of obs 40 Chi-squ

€
v

**x p<,01, ** p<.05, * p<.1
5.4.2.1 Non-Performing Loan and RW Equi 1)

Hypothesis 2.1 posits that NPL is nificqu
ROE of listed banks in Jordan, Saudi bia, ﬂ%’a . T@sults of the regression

o
analysis showed that NPL an& were tively a&ﬁﬁslgnificantly in Jordan and

N
(t =9-2.75 'p}: .01), while negatively and
'S

insignificant for Qatar (t = -.80, p.= herefore, H2.1 was accepted for Jordanian

and Saudi Arabia@g S clors and reje or Qatari banking sector.

N
Y
\ ¢ ? C.)
54.2.2 ital Ade ac?R i@’Returnon Equity (H2.2)
its

{ha‘t\, €AR s significantly and positively related to the

4
sis 2.2 p
RC«R ted banks in Jordan, Saudi Arabia, and Qatar. The results showed that CAR

A%)E were positively and non-significantly associated in Jordan and Qatar (t =.47,

0 .640) (t = .270, p = .790). In other words, an increase in CAR would lead to an

increase in ROE. The association was negative and significant in Saudi Arabia same

Saudi Arabia. (t =-3.11, p .002)

.
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for ROA (t = -2.78, p = .005). Therefore, H2.2 was rejected for entirely banking

\.g
%

Hypothesis 2.3 posits that CPL is negatively and significantly related to the

sectors.
5.4.2.3 Cost per Loan Ratio and Return on Equity (H2.3)

ROE of listed banks in Jordan, Saudi Arabia, and Qatar. The esMowed that CPL

and ROE were negatively and significantly associated in =3.12, p = 0.002)
and negative but insignificant in Saudi Arabia (t = -1728, p =).2 s result is
®
N X
consistent with the ROA results. Therefore, H2.3 accepted fi tr'e iékanlan
banking sector. 4 \Y
In Qatar, the association between%;nd Y; and non-

significant, (t = 0.24, p = .810). This w t i sso@d with ROE. The

positive association supports the f@ys of pr\lms$tu i&'\(e.g., Shrestha, 2015;

N
Bhattarai, 2017), while the non%ant rgsult 7pport2§findings of prior studies

(e.g., Poudel, 2012; Musyoﬁ':}&duT . The eﬁe, H2.3 was rejected for the
Qatari and SaudiArab% g sect sj"l 0
’ &

<

5.4.2.4 LoansLoss'Rese etur@quuity (H2.4)
¢ ' C—)
Hypot .4 posits_t I_{@ significantly and negatively related to the
%v NN
ROE o% anks}inﬁlg%n, Sa@ Arabia, and Qatar. The results indicated that
X"

LL&;NZOE were positivel@significantly related in Jordan and Saudi Arabia, (t

=.001), (t =4.13, p = 0.00), but negative and significant in Qatar (t =-1.83, p

G 7). This is similar to the ROA model. Therefore, H2.4 was rejected Jordan and
audi Arabia, but accepted for Qatari banking sector.
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5.4.25 Loan Growth Ratio and Return on Equity (H2.5)

Hypothesis 2.5 posits that LGR has a significant and negative relationsh

the ROE of listed banks in Jordan, Saudi Arabia, and Qatar. The results indi tha

~—+

LGR and ROE had a negative and non-significant association in Jordaﬂ'&-l.OG, p=
.29) and Qatar. This means that LGR is not associated with ROE.Wer words, a
higher or lower percentage of LGR will not significantly affect R In Saudi Arabia
and Qatar, the association between LGR and ROE was p m i

rsignificant (t=

94, p =.348) (t = 0.070, p = .943). Therefore, H2.5 waSejecte foWy banking
®

sectors. é J | _\Q}Y'
b 4 \/Y*

5.4.2.6 Current Ratio and Return on ity

N

Hypothesis 2.6 posits that CR ssoaated Wi

Jordan, Saudi Arabia, and Qatar. T?’%ﬂts oft \egr¥si
)
relationship between CR and i 'miIa?1 toR modg.. Jordan was positive and

&
significant, (t = 4.19, p :woo Th’ re,\H2.6 é@ accepted for the Jordanian
banking sector. %

The relation Iﬁ@tweer
Saudi Arabia (t -&p =.
\ :
that a higher 0 I percenta

NN
is simil% dushénka iathun'é?, 2018). Therefore, H2.6 was rejected for Saudi

X~
Arabian‘and Qatari banks. >4
e

egati Qatar (t =-0.01, p =.993). This means

!
O(CIiJsv"r]l not significantly affect ROE. This finding

65 .7 Loan to Deposit Ratio and Return on Equity (H2.7)
Hypothesis 2.7 posits that LDR is significantly and negatively associated with

the ROE of listed banks in Jordan, Saudi Arabia, and Qatar. The regression analysis
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showed a significant negative association between LDR and ROE in Jordan (t = -6.39,
p = 0.000) and Qatar (t = -1.94, p = .052). This means that LDR is ne

associated with ROE. In other words, a higher percentage of LDR will réd OE.
Therefore, H2.7 was accepted for the Jordanian and Qatari banki@&tors. The
association between LDR and ROE in Saudi Arabia was insignificamositive, t=

1.04, p = .299. These results are similar to ROA model. Thergch.? was rejected

.
a%' rela@ghip with

the ROE of listed banks in Jordan, Saudi % nd ﬂata ~JThe re%ts;howed that
the relationship between LAR and R\%positive ign@ht in Jordan and
Qatar, (t = 6.11, p = 0.000), (t = 2@5: 0.0 \I‘h.igfi mg\ts consistent with the
ROA results. Therefore, Hz.%jecteﬁ for the Jor \an and Qatari banking

sector. The relationship between AFl E in i Arabia was negative and
re,

significant, t = -2.45, % . There

banking sector.

for the Saudi Arabian banking sector.

5.4.2.8 Loan to Asset Ratio and Return on Equi

Hypothesis 2.8 posits that LAR has a si

28 @accepted for the Saudi Arabian

T
o
>
-
N
<
—
O
QD
w
QD
>
(@)
P
L,
(=]
>
=
<)
QD
>
=
—
@
=4
o
>
w
=
o
=
=
—
>
@D
Y]
@)
m

| | % .
of li anks in Jordan, Sau@*abla, and Qatar. The results showed a similar result
a%e OA model: there was a negative and significant relationship between CDR
ndPROE in Jordan, t = -3.47, p = .001. Therefore, H2.9 was rejected for the Jordanian

Q;nking sector. The relationship between CDR and ROE was negative and
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insignificant in Saudi Arabia (t = -1.13, p = .26) and Qatar (t = -0.010, p = .995).

Therefore, H2.9 was accepted for Saudi Arabian and Qatari banking sectors. Yv

Hypothesis 2.10 posits that LR has a positive and significant Qatlonship with

5.4.2.10 Leverage Ratio and Return on Equity (H2.10)

the ROE of listed banks in Jordan, Saudi Arabia, and Qat .Nesults indicated
&(

insignificant positive relationship between LR and ROE 1 tr.48, p = .630).

This means that LR is positively associated with ROE, ore profi irms have
®

to the/tax ir’gs_{e;qlzlt'ing

a higher level of debt. Increasing debt is worthwhil

from raised interest expenses. Consequently, fi g t to rai eir.@ﬁ debt to

al de@ asset ratio

(Andersson & Minnema, 2018). The ‘Pesitiv: sten@ﬁh (Adeusi et al.,
2014), but the irrelevance of capit(f;SJcture |\Ca(c¥ t

debt will not affect the bank’s

The association betw.

negative and non-signi%

LR is not associat&ﬂ@] ROF.

sectors.

Y-w
ﬁe was a significant @egative relationship between bank size and ROE in

J Nt = -3.42, p = .001), but this relationship was positive in Saudi Arabia (t =
d , p = 0.00) and Qatar (t = 2.74, p = 0.006). There was also a positive but
significant relationship between bank type and ROE in Jordan (t = .1, p = .919).

.018).

This relationship was positive and significant in Saudi Arabia (t = 2.36, p
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Bank type and ROE had a significant negative relationship in Qatar (t = -1.7, p =

0.089). T
In addition, there was a significant positive relationship between boar and

ROE in Jordan (t = 5.2, p = 0.000). However, the relationship was ﬂé@e but not

significant in Saudi Arabia (t = .61, p = .545) and negative but not smant in Qatar

(t =-.54, p =.589). Finally, there was a significant negative relationship between GDP

and ROE in Jordan (t = -4.07, p = .000) and a significant matlonship in Saudi

Arabia (t = 2.29, p =.022). There was a non-significant ionship ‘GDP and

ROE in Qatar (t = 1.19, p = .234). | _\Q}Y'

s \,Y'

{\T

This section examines the thi% hypoth (Hsé‘o H3.10). These

hypotheses examined the impact ﬁsedit an it yqék*exposures on bank

N
performance, measured by TQ.%ults a?e shownuin IQ s 5.19, 5.20, and 5.21.

Table 5.19:

of FGLS Re ress_@ﬂ'n Jordan (TQ)

TQ ef. StErr.! oy  t-value p-value
NPL -5.026 8L, -3.01 0.003
CAR 7’4{ 2.6 & 3.71 0.000
D.CPL \ . 2. -2.66 0.008
LLR & . 6 3.61 0.000
CGR 0,203 -0.26 0.798
C \ P Cg'380 2.77 0.006
LDP‘O 0.669 -4.74 0.000
0.932 2.35 0.019
Q’ 0.107 -1.79 0.073
’ 4 f 0.048 3.64 0.000
0.095 0.26 0.794
. §TYPE 0.356 4.41 0.000
‘BOARD 0.018 1.66 0.098
\ D.GDP 1.09 -0.06 0.950
Constant. 11.227 -0.04 0.968
Mean dependent var 1.102 SD dependent var 0.454
0.6528 R-Sq 0.4261
Number of obs 75 Chi-square 157.566

% < 01, ** p<.05, * p<.1
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Table 5.20

: Results of FGLS Regression in Saudi Arabia (TQ)

TQ Coef. St.Err. t-value e

D.NPL -115.096 108.589 -1.060
D.CAR 206.170 127.822 1.610 x o/
CPL 2.179 4.692 0.460 642
LLR 11.290 127.185 0.090 .929
CGR 10.634 9.118 1.170 * 0.244
CR 9.740 3.238 3.010 0.003
D.LDR -10.886 22.002 -0.490 0.621
LAR 29.830 34.878 0.860 i 0.392
CDR -1.696 16.183 -0.1 0.917
D.LR 3.790 2.800 1.35?\/ 0.176
D.SIZE 3.5631 2.707 10 0.192
TYPE 4.158 1.788 . 0.020
BOARD -2.481 1.287 l 0.054
D.GDP 16.325 19.294 .850 0.397
Constant -269.594 241.341 -1.12 \d 0.264

®
Mean dependent var 5.111 é depen?nt var ' ~¥9.705
R 0.7227 R-S 522
Number of obs 55 Chissquare WV~ 36.318
woxx ne 01, ** p<.05, * p<.1 ?' \ Y,
V é T'
Table 5.21: Res\%LS in Qa Q)CS"

TQ Coef. StErmm . -value p-value
NPL -148.1 % 99.675 A ' 7 43490 0.137
CAR -33.3 4 s0¥770 0.444
CPL .798 o .100 0.922

D.LLR : 4471110 0.266
CGR i ” A 1.660 0.098
D.CR ‘%\ 1.680 0.094
D.LDR g 0 1.210 0.226
D.LAR 4 -0.330 0.740
CDR -1.720 0.086
D.LR -2.130 0.033
D.SIZE \ -0.240 0.813
TYPE -2.950 0.003
BOARD\ -1.090 0.277
D.G -0.020 0.987
% 0.310 0.757

Meanide t var J* - SD dependent var 3.686
R-Sq 0.419

&be of obs Chi-square 472.716

***&, * p<.05, *p<.1

.1 Non-Performing Loan and Tobin's Q (H3.1)

Hypothesis 3.1 posits that NPL is significantly and negatively related to the

Tobin's Q of listed banks in Jordan, Saudi Arabia, and Qatar. The results showed that
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the association between NPL and TQ model in Jordan was negative and significant
similar to the previous models (t = -3.01, p = .003). On the other hand, Saudi

and Qatar had a non-significant and negative relationship (t = -1.06, p @‘ =-
1.49, p = .137). This means that NPL is not associated with TQ. | words, a
higher or lower percentage of NPL will not significantly affect TQ and it has been

reported in previous studies Kithinji (2010). Therefore, H3 Mccepted for the
K k

Jordanian banking sector but rejected Saudi Arabian and nking sectors.
NY.
5.4.3.2 Capital Adequacy Ratio and Tobin's Q ) ’ _\C}

Hypothesis 3.2 posits that CAR is signifi

é\‘?

Tobin's Q of listed banks in Jordan, Saudi % nd

The results of the regression ana\%wed that Iati@ﬁip between CAR

and TQ was significant and posmv inJordan, t ,@6 is different from the
N

ROA and ROE models. This ra%ons@e pre\qg('.rg studies (e.g., Ramadan

et al., 2011; Almazari, 2 4' I lah, ), which found that well-
a

capitalized banks Wit% CAR “bl cope with unpredicted losses,
minimize bankruptcyacosts, a ij Inves to pportunities, all of which reflect
positively on t le 'nks d}%&')ther words, the higher the CAR, the
stronger the abl ty to e&? th iIsk of any risky credit/productive assets.
Therefo i ‘portan&ictor in developing a bank's business. With
suﬁQcapltal a bank can @ out its activities without experiencing difficulties
a es that can affect its profitability. This finding is also compatible with the

itutional theory, which states that CAR is a proxy of external corporate

n
overnance. Higher CAR leads to more implementation of good corporate governance

practices and minimizes the risk-taking behavior of banks, thus motivating investors
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to purchase the banks’ shares and deposit their money in the banks. These, in turn,
would increase the banks’ profitability (Fanta et al., 2013). Banks with su?!m
capital can carry out its activities without losses and experiencing difficul e\ may
increase and then affect increasing profitability, therefore capital ad is one of
the important aspects of bank’s business unit and the higher of thefcapital lead to
higher public trust to save their funds in the bank regardless of whether its operate or
not (Sriyono & Nabellah, 2022b). Therefore, H3.2 was kd'fc'r the Jordanian

banking sector.

N
In addition, there was a non-significant rela@in Saudi A iabr@itive
T

M\f as@ative and

IS nq@ggciated with
ot s@ﬁ‘icantly affect the

(t=1.61, p =.107). The association between
non-significant (t = -0.77, p = 0.444). Th\w S

ROA. In other words, an increase or %&n CAR

i Yor iU&studies (Almumani,
N

ROA of Qatari banks. This result{ is,consisten

2013; Alshatti, 2015). Therefo 2 was rejectedufor (ﬁééaudi Arabia and Qatari

banking sector. \ ‘\A

(,)Y" 'S

g $ &

5.4.3.3 Cost per &QRati? in's 3.3)

Hypothes@sits i has nificant and negative relationship with

¢
the Tobin's %ted anks i Jer@,} audi Arabia, and Qatar. The results of the
§- NN
regressi nalysis e 'pat ths&?lationship between CPL and TQ was negative
Y-.

and gignificant in Jordan, t :\Q\)S‘B, p = .008. This result is consistent with the two

p X models. Therefore, H3.3 was accepted for the Jordanian banking sector.

Q The association between CPL and TQ model was positive and non-significant in
audi Arabia, t = 0.46, p = .642, and Qatar, t = 0.100, p = .922. This means that CPL
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is not associated with TQ. Therefore, H3.3 was rejected for Saudi Arabian and Qatari

Ny
K\

Hypothesis 3.4 posits that LLR ratio has a significant and negative relationship

banks.
5.4.3.4 Loan Loss Reserve and Tobin's Q (H3.4)

with the Tobin's Q of listed banks in Jordan, Saudi Arabia, a dw The regression
analysis showed a positive and significant association bet LzR ar'd TQ in Jordan,

t =3.61, p =0.000, this result is the same for ROA and mod I..\d

X
The relationship between LLR and TQ wa@* and insigni caﬁt _@}Saudi
Arabia and Qatar, (t = 0.09, p =.929), (t = 1.%— .2% i sult{sj%nsistent

with previous studies (Pelealu & Woraniw. Thi@ires mean%’gt‘ banks will

earn higher profitability if loan loss r% reases, b re 6?“ a possibility of
incurring losses. In other words, Wher or \mr?pe gntage of LLR will not
N

significantly affect ROA (Pele oran& 2018). 4T herefore, H3.4 was rejected for
entirely banking sectors. \ ’ ‘\A

S s

5435 Loan GrchRatio| %Quss)
Hypothes@sits \&has ignificant and negative relationship with

!

¢

the TQ of li %\ks in Jorda Sﬁjd'(-ﬁ) bia, and Qatar. The results showed that the
% NN

relationghi eenjL TQ*&S negative and non-significant in Jordan (t = -

Y-w
.26,&&98 , but positive an@i@nificam for Saudi Arabia (t = 1.17, p = .244). This

at LGR is not associated with Tobin's Q. In other words, a higher or lower
ereentage of LGR will not significantly affect TQ.
atar banking sector had a positive and significant association between CGR and T'Q

(t = 1.66, p = 0.098) indicating that loan growth can improve bank profitability. Loan
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growth helps promote the equalization of profit rates across industries and can bring
short-term benefits to banks when interest income and firm performance irqn
addition, loan growth minimizes bank risk, as good capital mobilization aBili sets
the bank's liquidity when managing risk effectively (Wu et al., 20227'.% result is

consistent with several studies (e.g., Le, 2020; Carbd-valverde et aI.,W Therefore,

H3.5 was entirely rejected. \,
5.4.3.6  Current Ratio and Tobin's Q (3.6) .\d
®

Y~
Hypothesis 3.6 posits that CR has a significan tionship wi tf‘el 'sQ
of listed banks in Jordan, Saudi Arabia, an 4 e n Jordan, Saudi

%

Arabia, and Qatar as CR and TQ showed

2.77, p = .006) (t = 3.010, p = .oo& L:>

accepted for entirely banking sectors.

>
5.4.3.7 Loan to Deposit,&\;tio nd N
Hypothesis 3.7 i t LDR
s
the TQ of Iisted%ﬂ Jor \Sﬂu - % , and Qatar. The regression results
showed a negat'sQ signifi lsociaéﬁ’ between LDR and TQ in Jordan (t = -
¢
474,p =0, og’) S (j"
Y
T% negati insignificant relationship in Saudi Arabia (t = -.49, p =

is result is supporte@%Hussain et al., 2016). Qatar banking sector had a

.62

positiver and insignificant relationship (t = 1.21, p = .226). This result is consistent

& (Rengasamy, 2014). This means that LDR is not associated with TQ. In other
0

rds, a higher or lower percentage of LDR will not significantly affect TQ.
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Therefore, H3.7 was accepted for Jordanian banking sector and rejected for Saudi

g
0

Hypothesis 3.8 posits that LAR has a negative and significant rglationship with

Arabian and Qatari banking sectors.
5.4.3.8 Loan-Asset Ratio and Tobin's Q (H3.8)

the Tobin's Q of listed banks in Jordan, Saudi Arabia, an The regression
results showed that the relationship between LAR and TQ d%;v' and significant
in Jordan is similar for ROA and ROE (t = 2.35, p=.01 .\d‘

in Saudi b‘ar@lzing

it% al.,.2615). This
means that LAR is not associated with TQ:* rwoSds, mcreé\:xzr~ decrease in
LAR will not significantly affect TQ. m tari bank

ecto@%R and TQ had a
negative and insignificant relatlons =-0.3 \ 7

There is a positive and insignificant relatio

sector (t = 0.86, p = .392) this result is consi

4 )& is result is consistent
with previous studies (e.g, I, 20&‘3, C wdhgéf&OlS Smaoui & Salah,

2012). This finding sugges h ere r neg |mpact between lending and
ase '

profitability. In other%, a decr n e in LAR will not affect the
s
etah, 2018

) refore H3.8 was entirely rejected.

profitability of b%lfuw %
&
\

5.4.3.9 s%pOSI
% Si 'Jhat e&z has a non-significant relationship with the
Y.
Ton listed banks in @a‘n Saudi Arabia, and Qatar. The regression results

% a negative significant association between CDR and TQ in Jordan and Qatar,

atio n(f' T@cﬁ’s Q (H3.9)

d 1.79, p = .073), (t =-1.72, p = .086). Therefore, H3.9 was rejected for Jordanian
nd Qatari banks. Meanwhile, the relationship between CDR and TQ was non-

significant and negative in Saudi Arabia (t = -.100, p = .917). These result means that
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CDR is not associated with TQ. This could be attributed to the fact that the banks are
not too retail-oriented in their operations and have been long- standlng [
industry. Therefore, their liquidity level in previous periods could @mtly
enhance their financial performance, but the previous level of proflt could not
increase their liquidity in the current period. So, there is no cmelationship
between liquidity and profitability, which may be related tQ_the ‘atrinsic structural
weakness in the industry during the study period (Ola t

deyemi, 2015).

Therefore, H3.9 is accepted for Saudi Arabia banking sectel. .\d

l@v

5.4.3.10 Leverage Ratio and Tobin's Q (H3 .\Y

Hypothesis 3.10 posits that LR has nificant-an S|t|ve onshlp with

the TQ of listed banks in Jordan, Sa@a and Q Th ession results in
|ve an

Jordan and Saudi Arabia showed a ic t@ ciation between LR
5 A

and TQ, (t = 3.64, p = .794), U% p 9 hlszgga?ns that LR is positively
associated with TQ. The mm nd TQ was negative and
significant analysis in%Y' 2.

associated with TQ,“Rherefore,

A

—EQ

t between bank SIZ@TObInS Q in Jordan (t = .26, p =.794) and Saudi

% t = 1.33, p = .192). This relationship was also non-significant in Qatar,
Q h it was negative (t = -.24, p = .813). The non-significant results are consistent
ith several studies (e.g., Akhtar et al., 2011; Rajha, 2017; Ramadan et al., 2011;

Almumani, 2013). There was a significant positive association between bank type and
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Tobin's Q in Jordan (t = 4.41, p = 0.000) and Saudi Arabia (t = 2.33, p = .020);
however, the association was negative in Qatar (t = -2.95, p = 0.003). T
In addition, there was a significant association between board size in’s
Q in Jordan (t = 1.66, p = .098) and a negative and significant assoﬂ;g in Saudi
Arabia (t = -1.93, p = .054). These findings are similar to several stWe.g., Guest,
2009; Rostami et al., 2016). Board size and Tobin’s Q was negatiw€ly associated in
Qatar, but this association was not significant (t = -1.09, ?.F'wally, there was
an insignificant negative association between GDP and in's Q t =- 06 p
=.95) and Qatar (t =-.020, p =.989) and an insignifi ositive asso mﬁo&(%Saudl
Arabia (t = .85, p = .397). The non-significa re istent MLR—Sheefenl
(2015). Table 5.22 summarizes the results @Jzt

C? &
Table 5.22: Summ y potheses,T estin
Variable Predicted Sign Country R(ﬂ)‘A ROE Tobin's Q
Negative and Jorda.n _ Accept Accept AC(_:ept
NPL significant Saudi Arabia AC(_:ept AC(_:ept Rej_ect
Qatar Reject Reject Reject
Positive and Jorda.n _ Rej:ect Rej:ect AC(_:ept
CAR significant Saudi Arabia Reject Reject Reject
Qatar Reject Reject Reject
Negative and Jorda.n _ Rej:ect Acc_:ept Acgept
CPL significant Saudi Arabia Rej_ect Rej_ect Rej_ect
Qatar Reject Reject Reject
Negative and Jorda.n _ Rej:ect Rej:ect Rej:ect
LLR significant Saudi Arabia Reject Reject Rej_ect
Qatar Accept Accept Reject
Negative and Jorda_n _ Rej:ect Rej:ect Rej:ect
CGR significant Saudi Arabia Reject Reject Reject
Qatar Accept Reject Reject
Jordan Accept Accept Accept
CR Significant Saudi Arabia Reject Reject Accept
Qatar Reject Reject Accept
Negative and Jorda_n _ Ac§ept AC(_:ept Rej:ect
LDR significant Saudi Arabia Reject Reject Rej_ect
Qatar Accept Accept Reject
Jordan Reject Reject Reject

Negative and

LAR Saudi Arabia Accept Accept Reject

\ significant Qatar Reject Reject Reject
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Table 5.22, continued

Variable Predicted Sign Country ROA ROE Tobin's Q
Jordan Reject Reject Reject
CDR Non-significant Saudi Arabia Accept Accept Accept
Qatar Accept Accept Reject
Positive and Jorda_n _ Reject Reject Reject
LR significant Saudi Arabia Rej_ect Rej_ect Rej_ect
Qatar Reject Reject Reject
5.4.4

Results for the Differences in Credit Risk Exp u&?ween Countries
To find out the differences in CRE variables bevéan,%di{abia, and
Qatar, the mean and standard deviations were calc1§ e ohe-w. 'NbgTest

betwe‘gn ountries. @results

Y

ors SWeen Sample

was used to detect the significance of the differe

are shown in Table 5.23.

&

Table 5.23: Differences in Credi%\,osures
C es

.

Variable Country C (Qo.ted F-Tabulated  Sig.
C

NPL Jordan 9 2.9957 0.000
Saudi Arabia
Qatar
Total
Jordan
Saudi Arabia
Qatar

Total

Y
Jorda
Saudi bia 5
%K 4
l
dal
a abia

ar :

%tal
L Jordan
\ audi Arabia

Qatar

CAR 2.9957 0.214

CPL 6.155 2.9957 0.003

0
LLR 0 0.015 73.952

2.9957

o
0.
0.000

02 égboe
001 013

7
0.034\3'0.019
O'Lg:) 0.143
55 0.0 0.102
40 0167 0.133
Total 170 0.112  0.132

1
75 0.084 5.048 2.9957 0.007

0 Table 5.23 illustrates the differences in the indicators of credit risk exposures

between Jordan, Qatar, and Saudi Arabia. The results showed that NPL (F = 106.359,
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p < .001), CPL (F = 6.155, p =0.003), LLR (F = 73.952, p < .001), and CGR (F
5.048, p = .007) significantly differed between Jordan, Saudi Arabia, and Qa

significant difference was found for CAR, F = 1.557, p = .214. Furtl@, the
results indicated that credit risk management in GCC is better thaﬂ%an. More
specifically, Jordanian banks are less efficient in managing credit WCause they
had the highest NPL (M = 0.054, SD = 0.024), CPL (M = 0.051,%D = 0.013), and
LLR (M = 0.045, SD = 0.018), while Qatar had the lo k-(Ml= 0.021, SD =

0.008) and LLR (M = 0.017, SD = 0.013). Saudi Ara n the ot d, had the
[

lowest NPL (M = 0.012, SD = 0.005) and LGR (M =\0'084, SD b-Ojgx)., _\o}
\" 3

545 Results for the Differences ih\Lij iditg\ R Exp@se.s between
Countries \) CS"

To find out the differences infliguidity rﬁs‘re ,(r'}a-bles between Jordan,

N
Saudi Arabia, and Qatar, the m% stanﬁard tatio% ere calculated. The one-
way ANOVA test was usib&etej signifi ﬁéof the differences between
countries. The results% in Table 5.24. | 0’
s

Table 5.24: Dif

| Sta.\.) Mean

ﬁ)eyiati h  Square F-Calculated F-Tabulated Sig.

Variable Ct%
CR da

0.085 0.731 14.881 2.9957 0.000
a . {g. 94
%aar “ 3470 .380
: otal 0.3 0.239
L Jordan 75 o.Qg? 0.120 1.312 122.006 2.9957 0.000
audi Arabia 55 0.7 0.078

Qatar 40 0.965 0.102

Total 170 0.772 0.162

Jordan 75 0.494 0.091 0.443 83.199 2.9957 0.000
Saudi Arabia 55 0.628 0.049

Qatar 40 0.652 0.062

Total 170 0.574 0.102
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Table 5.24, continued

Variable Country N Mean S.t d ’ Mean F-Calculated F-Tabulate
Deviation Square

CDR Jordan 75 0331 0.550 1.157 8.595 2.9 .000
Saudi Arabia 55 0.119 0.033
Qatar 40 0.070 0.015
Total 170 0.201 0.383

LR Jordan 75 6.046 1.945 18.673 5.033 2.99 0.008

Saudi Arabia 55 6.011 1.390 ?"'

Qatar 40 4.927 2.457

Total 170 5.771 1.972

122.006, p < .001), LAR (F = 83.199, p < .oon@! = 8.585, c’01-}\ d LR
’ b SO
(F = 5.033, p = .008). Furthermore, the resultw ted‘b{ RI\Q@_Wordaman

banks is better than GCC banks. Jordani Whad
gD

= 0.651, SD = 0.120) and LAR (M N

II
o

CDR (M = 0.331, SD = 0.550) ( , s 0.%1 '045). Saudi Arabian

banks had moderate ratios, while'Qatari ba we tﬁel efflcient in LRM.

54.6  Results for %rences Ri E es Variables by Bank Type
To find ou@ﬁerendes Inscredit QIJqU|d|ty risk exposures variables by

bank type, th and stan was were calculated. Independent sample t-

test was ete th?s mﬂ:&me of the differences between Islamic and

conve @anks (h
S
O

ults are-shown in Table 5.25.
N
S
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Table 5.25: Differences in Risk Exposures between Islamic and Conventional Banks

Variable Bank N Mean S.t d . _Mean T-Calculated T-Tabulated i
type Deviation Difference
NPL IBs 45 0.015 0.011 -0.023 -5.458 1.960 00

CBs 125 0.038 0.028

CAR IBs 45 0.141 0.041 -0.047 -0.601 1.30 )0.548

CBs 125 0.188 0.524

CPL IBs 45 0.032  0.013 -0.011 -1.439 1.960 0.152
CBs 125 0.043  0.052

LLR IBs 45 0.019 0.012 -0.016 -5.021 60 0.000
CBs 125 0.035  0.020 \)

LGR IBs 45 0.126  0.121 0.018 0.791 1.960 0.430
CBs 125 0.107  0.135 Q

CR IBs 45 0.374  0.222 0.081 1. '1.960 0.050
CBs 125 0.293  0.242

LDR IBs 45 0.853  0.155 0.110 6 \1\94 0.000
CBs 125 0.743 0.155 g

LAR IBs 45 0.644 0.084 0.095 811 96’) c,) .000
CBs 125 0.549 0.097 A
CDR IBs 45 0.397 0.708 0.267 4.194¢ 1.960\2" 0.000

CBs 125 0.30  0.058 \ Y
LR IBs 45 3980 2451 -2.436 463 gé‘éﬁ 0.000

CBs 125 6.416  1.258 :%p
icm ifferences between

Table 5.25 shows that there were negati d si
\a.n\ 2
Lq

Islamic and conventional banks inE t 5-5.458,p < .O&Q‘and LLR (t =-5.021, p
q Q—
< .001). Islamic banks were M icient onvem%ﬁal banks in CRM because
N
that have lower NPL LLi. The results gge@ the quality of loans or assets
01

5éower LLR also shows that IBs are

of CBs are lower trmxHB ani F‘ a
less vulnerable tM Isk &1@ as I@)ve negative shocks on the assets side

N
to investmentﬁ%k (mudaral ?‘!d rﬁugﬁ)arakah) (Noman et al., 2015). There were

. | O
no signif erences in , C@ and LGR.
QJ et
a

ition, there were si(\a@nt differences between Islamic and conventional

b N all indicators of quuﬁfy risk exposures: CR (t = 1.974, p =.005), LDR (t =

,p <.001), LAR (t = 5.811, p <.001), CDR (t = 4.194, p < .001), and LR (t = -
063, p < .001). IBs have higher LAR and LDR than CBs, which means that the
Islamic banking sector is tied up in loans and has lower liquidity compared to the
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conventional banking sector (Hanif et al., 2012). This lower liquidity is due to the low
availability and volume of Islamic-based liquidity reserve instruments in thew
market ( Noman et al., 2015). IB managers should therefore prepare f@ and
marketing strategies to maintain liquidity within a desired level, tﬂ%wagement
should expend significant resources, time, and energy, to manage tth’ portfolio
and assets. Moreover, banks should perform periodic cash fl wmtions to predict
deficit or excess liquidity level. If the deficit is below th (ﬁd.o erational level,

managers should take correct actions to resolve this p m ( dWid, 2017).

@

because | cahn&f-aév;;end

% 0).\/‘3~

CBs have higher LR than IBs, whic ts that banks sho@;t be highly

financed by debt. Higher financial ragawill lea igh@ebt services and

liabilities, which negatively affect@fnancia \h&wa g@f banks. This finding

At the same time, IBs have higher CR and CDR tha

c

on loans from the central bank or any other so

N

contradicts with the notion tha%ial IeQ/erag iS1 oneq(ﬂhe best ways by which
\\’w

banks can maximize their profit she’lr, N
n

5.4.7 Results fort i ces in Pe rrhaw@Variables between Countries
g ¢ &

To find out t ifferean \per orma Eyvariables by country, the mean and
standard deviati@ns ca ' he ({éﬁﬂ/ay ANOVA test was used to detect the
¢
e differences tvéeré;o?ntries. The results are shown in Table 5.26.

NN
ficant_di ences\jﬁtween the sampled countries in ROA (F =
X

<.001), in ROE (F, £323.263, p < .001), and Tobin’s Q (F = 8.447, p <
N

. ."Saudi Arabian banks had the highest profitability, followed by Qatari and

5/;72

significance

There r

Ergﬁ

36.7

7

ordanian banks.

G
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Table 5.26: Differences in Performance Variables between Countries

Std Mean

Variable Country N  Mean Deviation  Square F-Calculated F-Tabulate .
ROA Jordan 75 0.0116  0.0049 \
Saudi Arabia
55 0018 00038 45, 36.774 . 0.000
Qatar 40 0.0166  0.0052
Total 170 0.0150  0.0056
ROE Jordan 75 0.0879  0.0378
Saudi Arabia 55 0.1285  0.0323 Y’
Qatar 10 01234  0.0399 0.031 23.263 2.9957 0.000
Total 170 0.1094  0.0412 \,
TQ Jordan 75 11021  0.4538
Saudi Arabia
5 51113 9.7052 5, 649 44% 29957  0.000
Qatar 40 1.4019  3.6857
Total 170 2.4698  6.0574 ,\d
L ]
Y
Table 5.27: Differences in Performance Variable n Islamic rm&iional
Banks X
&
Variable  Banktype N Mean Deviatio\ ence,‘ C lated @bulated Sig.
ROA IBs 45 0016  0.008 ¥
CBs 125 0014 5‘) &, 1960  0.168
ROE IBs
45 0118  0.04 1.960 0.094
CBs 125 0106 (0
1.960 0.000

; : .
TQ IBs 45 5.363 .046
CBs 125 1.4 7164 >
\ &
Table 5.27 shows tha’??!wer nﬁi@rerences between Islamic and
|
conventional banks in % = 1.386,-p.= &)@t a significant difference in ROE (t

= 1.682, p = .094); an bin’l; Q(t 3.89@< .001). The results indicated that the

&

N
Tobin’s Q and*R f Islamic n}d; V\@%.higher than conventional banks, but there

were no si i differenc twi e ROA of Islamic and conventional banks.
b o
&) Y
S

5 \Chapter Summary
his chapter started with a descriptive analysis of the dependent, independent,
Qi control variables, then it reported the results of analytical procedures and the

empirical results. This chapter has revealed that the relationships between credit and
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liquidity risk exposures, and bank performance differed according to the measure of
bank performance. In brief, the hypotheses related to the impact of credit and I|

risk exposures on bank performance were supported for ROA, but not n@y o)
for ROE and TQ.

In addition, there were obvious differences in the CRE anm in Jordan,

Saudi Arabia, and Qatar. The one-way ANOVA test showe e CRE in GCC
banks was lower than Jordanian banks, while LRE in Jord ks '/vere lower than
selected GCC banks. Furthermore, there were sig between
conventional and Islamic banks. The results indicat t Islamic kj vlég\more
efficient than conventional banks in managing sk, anJ t m\)mlqmdlty
than conventional banks. o\ é?
&
\
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