syl il e Aegame Al> Aulys el 3 JUI uly e Sadl lalint| s

The impact of banking risks on capital in banks — a case study of a group of Arab banks
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Abstract:

Bank risks affect the bank’s ability to bear and cope with those risks, and capital is one of the main
elements in determining the bank’s willingness to bear them. Therefore, the monetary authorities seek to impose
rules on the level of capital that the bank must maintain.Through this article, we are trying to clarify the
relationship between banking risks and capital in banks, and how these risks affect the bank's ability to bear and
manage them. We are also trying to clarify the role of capital in determining the bank's risk tolerance, its
importance in capital protection and risk assessment, and the impact of rules and regulations on the bank's
capital requirements using the data of 64 Arab banks distributed over five countries: Algeria, Egypt, Jordan,
Morocco, and Tunisia for the period from 2011 to 2017, where the results indicated that there is a positive
impact of credit risk on capital adequacy in the study sample.

Keywords : bank risk, capital, credit risk, bankruptcy risk, capital adequacy.
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1. GROUPE SOCIETE GENERAL. «RAPPORT FINANCIER ANNUEL 2022 , Document d'enregistrement universel.»
RAPPORT FINANCIER ANNUEL, 2022: 163.
7:2010 ¢ yall waidl Goaine . bolill ylsly el e 21§ Bruolang duweluol JboI” Al S ealyl 2
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Date: 05/11/24

Time: 01:35
Sample: 2011 2017

CAPITAL RISK
Mean  12.63795 0.971250
Median  10.74989 0.664346
Maximum  59.30088 31.05916
Minimum  0.969037 -1.626210
Std. Dev.  7.762996 1.936942
Skewness  3.180695 10.13249
Kurtosis  16.28746 147.0768
Jarque-Bera  3680.363 358987.5
Probability ~ 0.000000 0.000000
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Sum 5143.644 395.2988
Sum Sq. Dev.  24467.23 1523.209
Observations 407 407

EViews13 ol yseiue @ yiuall

Covariance Analysis: Ordinary
Date: 05/11/24 Time: 01:35
Sample: 2013 2017
Included observations: 407
Balanced sample (listwise missing value deletion)

Correlation
Probability{ CAPITAL RISK
CAPITAL 1.000000
RISK -0.020692 1.000000
0.6773 —

EViews13 ol yseiue @ yiuall

dlyudl gaad il jlas | @il (3) o8y 3=l

Hypotheses F-Stat P-Value
H1 47.04810 4.2E-137
H2 0.905843 0.674926
H3 94.83525 6.2E-182

EViews13 ol yseiue @ yiuall

Awlydl gadie (il At Hlas | @il (4) o) Gl

Pairwise Granger Causality Tests
Date: 05/18/24 Time: 00:21
Sample: 2011 2017
Lags: 4

Null Hypothesis:  Obs F-Statistic Prob.

RISK does not Granger Cause CAPITAL 148 3.94192 0.0046
CAPITAL does not Granger Cause RISK  1.27402 0.2831

EViews13 ol yseiue @ yiuall
Al ol 2 3gady ezl z3geid! o Alsliad piud sl mli (5) ody Gl
Redundant Fixed Effects Tests

Equation: Untitled
Test cross-section fixed effects

Effects TestStatistic d.f. Prob.

Cross-section F94.835252 (63,342) 0.0000
Cross-section Chi-square1186.864477 63 0.0000

EViews13 ol yseiue @ yiuall

Sl (@3lsll s des dpdd! Analy € 1036-1021 o <2024 (lgz 01 saall (07 almll  galmts¥) Sl dma» .



puSdl e (g gaie RY[EJETS I

4l gdeadl SILl 7 3gais (sl z3gaill o Aloliall 0Bl ooy k| mli (6) ody Gl
Lagrange Multiplier Tests for Random Effects
Null hypotheses: No effects
Alternative hypotheses: Two-sided (Breusch-Pagan) and one-sided
(all others) alternatives

Test Hypothesis

Cross-section Time Both

Breusch-Pagan  625.4118 2.994034 628.4059
(0.0000) (0.0836) (0.0000)

Honda  25.00823 -1.730328 16.45997

(0.0000) (0.9582) (0.0000)

King-Wu  25.00823 -1.730328 5.718229
(0.0000) (0.9582) (0.0000)

Standardized Honda  25.31201 -1.583853 11.86824
(0.0000) (0.9434) (0.0000)

Standardized King-Wu  25.31201 -1.583853 2.644792
(0.0000) (0.9434) (0.0041)

Gourieroux, et al. - - 625.4118
(0.0000)

EViews13 ol yseiu @ yiuall
Al gdadl wab Al QWTJJ‘ C.:}u o Aolaad) Glawga slas| éb’a (7) pé) =\

Correlated Random Effects - Hausman Test
Equation: Untitled
Test cross-section random effects

Chi-Sq.
Test SummaryStatistic Chi-Sq. d.f.  Prob.
Cross-section random5.113578 1 0.0094

Cross-section random effects test comparisons:

Variable Fixed Random Var(Diff.) Prob.

RISK -0.035955  -0.367544 0.124993 0.0094

EViews13 ol yseiue @ yiuall

Al a!,g"u.n :A}.uﬁ.u?i éL‘b (8) ~ =\

Dependent Variable: CAPITAL
Method: Panel Least Squares
Date: 05/18/24 Time: 00:32
Sample: 2011 2017
Periods included: 7
Cross-sections included: 64

Total panel (unbalanced) observations: 407

Variable Coefficient  Std. Error t-Statistic Prob.
C 12.67287 0.123362 102.7292 0.0000
RISK -0.035955 0.077768 -0.462336 0.6441

Effects Specification
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Cross-section fixed (dummy variables)

R-squared0.945880 Mean dependent var12.63795
Adjusted R-squared0.935753 S.D. dependent var7.762996
S.E. of regression1.967691 Akaike info criterion4.337007
Sum squared resid1324.159 Schwarz criterion4.977235
Log likelihood-817.5809 Hannan-Quinn criter.4.590372
F-statistic93.39573 Durbin-Watson stat0.817973

Prob(F-statistic)0.000000

EViews13 ol yseiue @ yiuall

3gill audall pseall Lasl il (9) o3y Gl

160
Series: Standardized Residuals|
140 Sample 2011 2017
Observations 407
120
100 Mean 1.75e-17
Median 0.020057
80 Maximum 11.13689
Minimum -10.28565
60 Std. Dev. 1.805955
40 Skewness -0.043838
Kurtosis 14.17839
2 I
Jarque-Bera 2119.182
0 --. --_ — — Probability 0.000000
-10 -8 -6 -4 -2 0 2 4 6 8 10 12

EViews13 ol yseiue @ yiuall
7390l adMana¥) ollas | mili (10) o3y gl

Residual Cross-Section Dependence Test
Null hypothesis: No cross-section dependence (correlation) in
residuals
Equation: Untitled
Periods included: 7
Cross-sections included: 64
Total panel (unbalanced) observations: 407
Test employs centered correlations computed from pairwise samples

Test Statistic d.f. Prob.
Breusch-Pagan LM4141.792 2016 0.0000
Pesaran scaled LM33.47807 0.0000

Bias-corrected scaled LM28.14474 0.0000
Pesaran CD-0.855216 0.3924

EViews13 ol yseiue @ yiuall

zosaill slasH oy G101 Loy jLas ) s (1) o3y @=L
Date: 05/11/24 Time:01:43
Sample: 2011 2017
Included observations: 407

Autocorrelation Partial Correlation AC PAC Q-Stat Prob
I [ | I | 1 0343 0.343 48.345 0.000
il | il | 2 0.060 -0.066 49.802 0.000
=l | = | 3-0.147 -0.166 58.718 0.000
o | m | 4 -0282 -0.202 91646 0.000
o | o | 5-0292 -0.155 126.96 0.000
m | il | 6 -0.181 -0.068 140.63 0.000

EViews13 ol yseiue @ yiuall

Sl (@3lsll s des dpdd! Analy € 1036-1021 o <2024 (lgz 01 saall (07 almll  galmts¥) Sl dma» .



pSdl e (g g4ain s Heals

39l Ablall coms cnladl @il Hlas | @l (12) o) G=ll!
Test for Equality of Variances of RESIDO1
Categorized by values of BANK
Date: 05/11/24 Time: 01:43
Sample: 2011 2017
Included observations: 407

Method df Value Probability

Bartlett63 411.3697 0.0000
Levene (63, 343) 5.931600 0.0000
Brown-Forsythe(63, 343) 3.717046 0.0000

EViews13 ol yseiu @ yiuall

Test for Equality of Variances of RESIDO1
Categorized by values of YEARS
Date: 05/11/24 Time: 01:43
Sample: 2011 2017
Included observations: 407

Method df Value Probability

Bartlett6 94.36690 0.0000

Levene(6, 400) 4.889224 0.0001
Brown-Forsythe(6, 400) 3.745474 0.0012

EViews13 ol yseiue @ yiuall
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Dependent Variable: CAPITAL
Method: Panel EGLS (Cross-section weights)
Date: 05/11/24 Time: 01:50
Sample: 2011 2017
Periods included: 7
Cross-sections included: 64
Total panel (unbalanced) observations: 407
Iterate weights to convergence
Cross-section weights (PCSE) standard errors & covariance (no d.f.
correction)
Convergence achieved after 32 weight iterations

Variable Coefficient  Std. Error t-Statistic Prob.
C 12.55401 0.049398 254.1396 0.0000
RISK 0.086424 0.042189 2.048475 0.0413

Effects Specification

Cross-section fixed (dummy variables)

Weighted Statistics

R-squared0.985846 Mean dependent var26.30993

Adjusted R-squared0.983197 S.D. dependent var17.47953
S.E. of regression1.974802 Akaike info criterion3.046446
Sum squared resid1333.746 Schwarz criterion3.686674
Log likelihood-554.9518 Hannan-Quinn criter.3.299811
F-statistic372.1925 Durbin-Watson stat1.259254

Prob(F-statistic)0.000000
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Unweighted Statistics

R-squared(0.945488 Mean dependent var12.63795
Sum squared resid1333.747 Durbin-Watson stat0.827125

EViews13 ol yseiue @ yiuall
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Series: Standardized Residuals
Sample 2011 2017
Observations 407

! Mean -4.36e-17
Median 0.014098
1 Maximum 3.961704
Minimum -4.288584
Std. Dew. 1.812481
Skewness -0.049559
Kurtosis 2.251793
o) . I-I I.I Jarque-Bera 9.660123
-4 -3 -2 -1 0] 1 2 3 4
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N

00

IN

Probability 0.007986

EViews13 ol yseiue @ yiuall
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Residual Cross-Section Dependence Test
Null hypothesis: No cross-section dependence (correlation) in
weighted residuals
Equation: Untitled
Periods included: 7
Cross-sections included: 64
Total panel (unbalanced) observations: 407
Test employs centered correlations computed from pairwise samples

Test Statistic d.f. Prob.
Breusch-Pagan LM4050.105 2016 0.0000
Pesaran scaled LM32.03414 0.0000

Bias-corrected scaled LM26.70080 0.0000
Pesaran CD-0.767298 0.4429

EViews13 ol yseiue @ yiuall
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