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“Impact of Financial Governance Instruments on Commercial

Bank Performance”
Prepared by:
Abdalnabe Masoud Al-Ta’eb
Supervised by:
Dr. Arshad Fouad Majeed Al-Tamimi

This study aimed to explain the impact of some Financial Governance
Instruments ( Capital Adequacy, Fixed Asset to Capital ratio, deposits
utilization rate, Expenses Efficiency and Financial Leverage) on commercial

bank’s performance in Libya.

The population and the sample of study consists of all state-owned
commercial banks operating in the Libyan banking sector which are five (5)
banks and covered the period (2000-2007).

To achieve the aim of the study, the researcher used ( E-views )
program to analyze the data of the study which were collected from the annual
reports during the period of the study . For the purpose of testing hypothesis,
descriptive statistics, averages, standard deviations, normal distribution test,

Pearson correlation,
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simple as well as multiple regressions with fixed and random effect were
used. The most important results of the study are as follows:

1. There is significant statistical effect for Capital Adequacy and Fixed
Assets to Capital ratio as Financial Governance tools on the Return on
Assets for Libyan Commercial Banks. In contrast, there is no significant
effect of the said Financial Governance tools on the Deposits
Utilization rate.

2. There is no significant statistical effect for Expenses efficiency and
Financial leverage as Financial Governance tools on the Return on
Assets for Libyan Commercial Banks. In contrast, there is significant
effect of the said on the Deposits Utilization rate.

3. There is significant statistical effect for Expenses efficiency and
Financial Leverage as Financial Governance tools on the Return on
Assets for Libyan Commercial Banks and Deposits Utilization rate.

The recommendation of the study was as follows:

1. The researcher recommends commercial banks in Libya to adhere the
regulations issued by the Central Bank of Libya and Basil requirements
in order to achieve a adequate application for governance principles in
the light of environmental changes and the performance standards
imposed to commercial banks.

2. The researcher recommends commercial banks in Libya to concentrate
on the efficient role played by financial governance tools as an early

warning indicator for the weakness points in banking performance.
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” Relationship Between Corporate Governance and Bank Performance in

Malaysia during the pre and post Asian Financial Crisis”
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*(Cornett,et al, 2009) :

Did Corporate Governance Affect The Performance Of Publicy-Traded
U.S. Bank Holding Companies?
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A Comparison of Corporate Governance and Firm Performance in

Developing (Malaysia) and Developed (Australia) Financial Markets.
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""The Relationship between Size, Board Composition, CEO Dualityand

Firm Performance: Experience From Ghana."
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* (Center for Financial Stability (Argentina), 2005)
""Corporate Governance and Ownership: measurement and Impact on

Corporate Performance and Dividend Policies in Argentina™.
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* (Asian Development Bank Institute, 2004)

"Corporate Governance in Asia: Recent Evidence from Indonesia,

Republic of Korean, Malaysia, and Thailand".
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""Corporate Governance, Investor Protection, and Performance in

Emerging Markets".
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Kolmogorov-
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(P-Value) Zlaa¥) sl ases of N (4) o8 Jsaall ey 3 o(Level) s siwd e
Js¥) Gl s (Level) s siwall o s e eb Jills %5 (s sime slati ol il puaciall
.(First Difference)

(4) pd, ds>
(Stationary) clibull 4 ) j&iu) JLas) gl

Ja) @8 & Saal) < il
dagd) | Adlaay) PO Aald) | AMaaY) | dedd

P- Value Lnainal) P-Value | Zaa
e 0.017 -2.5309 | . 0.000 | -4.3043 AL B3
e 0.010 -4.2538 e 0.020 | -2.0454 | i, /Asd) J sy

Juadl

e 0.000 -6.8948 | .. 0.000 | -6.7304 | adagh Ciiss Jane
e 0.004 -2.2562 | 0.008 | -2.3892 | cilhg uaal pli
e 0.000 77757 | 0.019 | -3.5503 Al dad) )
e 0.000 -4.5091 | . 0.000 | -6.7833 | gl o aial
e 0.000 -5.7469 | 0.012 | -4.7643 | 5ui) ila Gidla

(Fixed Effect & Random Effect) (o) guad) ol g el Al lad) 1-4-4
Aladind 5 A all il i HAY 3 sdall a0 S el bl slae) s
LAY A pall Gl B (e A p S s ey Hausman Test glewsla Lol

t ) G e s ] LaaY)

152

www.manaraa.com



SV A L yal Ly alatiall A gudad) il g Bl 8l Las) 1-1-4-4
Olav sl SLERY Ly ) plall S8 5 coulill il jladl s (5) o Jsaadl (i ey
S1(41.820) X2 g IS SlaaY dgilanl dagdll o zaaiy 45 .(Hausman Test)
%S5 e S8 a5 (0.000) 2l s X2 a5 IS LAY P-Value ddlaay) dedl (he

REIL N 5 - PR PR A P R

(5) ady Jo>
SV L8l ) gdal) il g iy 8l Las) il

41.820 e S Y dilasy) Al (X?)
000.0 an s S LY dallaay) dadl (X?)
el Lt dagl)

A Ao 1) Aol ) Apida iy (laial) () paiad) B g i) AL jLas) 2-1-4-4

Olasssla LAY 5 Sl plall a0 g il Sl jladd w505 (6) A8 Jsaadl (i e
051 (21.144) X2 a5 @S LAY Agflaay) daill ozl 4t .( Hausman Test)
e 5 %5 (e J3 a5 (0.038) Axlldl s X2 a5 5\S LAY P-Value adlaay) dadl
ol el Jadig sl 0D (i

(6) ady Jy2a
Al dada Bl 0 gl Sl g cglll) i) jlod) gl

21.144 e sl sy dglasy) dadl (X2)
0.038 an s S LY dgllany) dedll (X2)
el Lt dagl)
153

www.manaraa.com



docdl Al ciluda B LA il 54
S A ) A ol A i L) gilis 1-5-4
Joa) At (Jlal) Gl Be3a) Alall Las gl il 5o dilian) AN 3 S 2293 ¥ tHoa
1Y) Ao (Adlal) dad) ) (g puaall BoliS cadlagl cidisl Jara Jlad) (il ) Al
JaaY) o ailally Siaa dpll) 4y jlaal &sill )

Agaa pally Bleiall daeiall lasiVly 1A Jals V) Ll w86 (7) & Jsasdl
Dbl asasare ) <lal a8 (Durbin-Waston) dad o zeaiy 4ie g ¢ o) G 5l
25 ¢(1.95) Lad cualy 2y ¢ JasiV) Alalae 8 Alalall ¢l daiY) o (Autocorrelation)
o) ) sein Fojlaal w8 gl elly e sl agle 5. 5LaaVl 13gd A giall 2 gall e
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e il Sliae dpll) 4 el &gl Al o)) o (Alal) dad) ) ccild g paal) Bolis
G Siase die Ay gina a5 ¢(13.22) 55k Lgusall F- Calculated  dad oY « Jsua¥)
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