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The Impact of Working Capital Management on the Profitability of Jordanian
Commercial Banks

Prepared by:
Belal Khalaf Nawasrah
Supervisor:

Dr. Ghaith N. Al-Etan

ABSTRACT

The objective of this study is to test the impact of working capital management on
the profitability of Jordanian commercial banks during the period (2008-2017). To achieve
the objective of this study, the researcher collected and analyzed the data of the banks
using the random effect model based on the Husman test result. There are five independent
variables including:(external expenses, total reserves, bank size, debt portfolio, return on
assets) and (profitability) is a dependent variable.

The results of the study show that there is a statistically significant effect of the
external expenses on the profitability of the Jordanian commercial banks, there is a
statistically significant effect on the total reserves on the profitability of commercial banks in
Jordan, there is a statistically significant effect on the size of the bank on the profitability of
Jordanian commercial banks, the debt has significant impact on the profitability of
commercial banks in Jordan. Finally, there is a significant impact of the return on assets on
the profitability of commercial banks in Jordan. The researcher recommended a set of
recommendations, the most important is that set a restrict lending policies and procedures
that enable banks to recover a larger proportion of granted loans to total loans.

Keywords: External expenses, total reserves, bank size, debt portfolio, return on assets.
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oo ST oS 13] 9 duld) OISl z3e4 pusaul g 5% oo ST lyied COlS 136 (Chi-Square)
(The guldll z3sadl (Torres-Reyna, 2007)  dslgdall OISl gdgé pusuul ou 5%
Empirical Model).
OLll OY s (ddgusd] SULYI) dsladbl duojl) Jusdd) Obly Judod dulyd] 00 pusitus
WG T LS (Ol B3all gaill ne Ol HlasYl ey 356 LY déde 5V aST USh o dgusdl
(Bortolotti, D’Souza ol Jos diw § 4830 Olpdly el JSU dalisd) (ailasd] jlasY)

.and Megginson, 2002)
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: dwlyud) zd96
PRO, = B,. + B.OE, +B.R, +B,50B, +B.LP, +B.ROA, + €, .......... (2)

e ol Cus

zL,Y : PRO,

o5l A ylabl OE, :
LOblaoY g gae : Ry,
.l gz : SOB,
w9, dadow LP,:
JeoY Je Sl :ROA,,

¥y

www.manaraa.com




Sldydl) Hlasly ULl Julos & ol Lad

: d_oudl

OhlesY plisaly Eolll pB ddludl Ol e Tolosly doWl Sl e Jgasd! asy
Wledyd jlasly dwlyull diwl ge LY Bug EVIEWS dowy e dbxeVl dulibl L5lasy)
P AW Jo bl NS e Wewdgs 99 «Oluogilly gl dlue o5 (g

t denyl) Judad) oS Lt

(Plosser & Nelson, 1982) «(Stock and Watson, 1988) &wldll Slulywl o wustl
Ui Wi 5L 8wyl pusy g AW Olpeebly dilead) daoyl! Juwdld) T (Yule, 1926)
Cuo lads Juasey ) dlab) gslid) UM (o S ka9 (Spurious Régression) (5131 5lussy)
oo SWI 3o Y adey Olpsub) ou didid> BMle 3573 pus Ub § o dmiip R o 0555
plusciwl &,k ¢ (Unit Root Test) 8usgll ydo jlisl e sloieVU dulyll Olnsis ) il
ilsiz] pus 91 &ioyl) Juwdad! ) diwl guo sLisY (ADF)Augmented Dickey Fuller Lus
gl Busgll iz e el duteyll dludud) elgiz o dodsl) dudydl] 9585 Eum Busgll Hiz e
“Probability” dJleoY ded dasdg a3 Il of Ul dudydll 0dn s Sodl oiyg st yé &l
dJguzd) dadll o ;ST (ADF) dilasy dguod) desdll (1 iy 134 (0.05) oo JBT COlS 1508
Jowo ptial) duiojl) dludid) 5)yiiunly oSl Bumgll yiz 29279 wledl ()8 (ad) (A= low g
. duly)

s dulydl Olpset doweyll Juwdbd! )yl Ol ylas|

dya3l) Jardhal] 55 sl g5l (V) gz

Skl
PP-Fisher chi-sq| ADF-Fisher Chi-sq| iyl

Probgsit| ProbJs¥l §,a| Probgsiud]| ProbJs¥ &,
0.2103 0.0000 0.8955 0.0499 PRO|
0.9986 0.0000 0.9997 0.0399 CD|
0.0000 0.0000 0.1368 0.0110 LP
0.5722 0.0000 0.9852 0.0151 SOB
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0.0000 0.0000 0.8989 0.0332 OFE
0.0088 0.0000 0.1092 0.0075 ROA|
0.9971 0.0022 0.0169 0.0075 R|

EVIEWS. Oloyso s sbesVU Eoldl dlus] (o @ ydall
Lie goSudly g ¥ Cilptll asy O o5 (1) Jguad! § dodgbly laale Juasabl gsladl JN (e
USS dzyodl el e S5 Byadbl dslacW dillall eudll COlS Wis (PP) 9 (ADF) Hlasl ol2)
d39 Suzgll y9dz d929 e AWy & jhall 4udydl Jod ez giue bos ddlasyl & gimh) Ol giuwe
CSlS 13) Lo uSTllg 5% digime o Wis OoSudly s Cilpsibl S Cowol Jo¥I @530 s
JUS o S gratsg Slod! JolSS dzys 5Lzl ol g8 Y ol J9¥ doryull o dholSiie Ol et

QW) Jgusdl

lsdl S5 sl g (¥) Jgusdl

gk

s AP Y
PP ADF bl "

0.0000*** 0.0000**% 4 Z:residl

EVIEWS. Ol 5w e sbaeYU Eoll dlus] o :ydall

shel wie Gofudly eus SBlodl OF s (2) Jgdadl § doudghly e uasakl gald) UYS o
JSU do ol el (39d5 8yuil) dlas W dilhal) edll COIS WS (ggutl wis (PP) 5 (ADF) ;lus|
dileg Busgll y3iz d929 e AWy & yhall dedydl] (a8 gt Los dlamyl & gishl O gtuns
e sl psliald Tpbag 1%  dygime gt Wis (0)1 &y,kall doyll e dholSin Blsd] O
Of LB & yhall Luo,dll gady oSg ¥ (O)T & yhall doyll wis HsSudls g Sladl O sLasly

AlolSso o Ol pszb)
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s dldud) Olpseb) (o bL3YI jlas
dlizad) Olpsbl gu bLEY dolmo (V) Jous

ROA |OE [soB [R LP  |CD

0.17 021 [0.99 [0.80 0487 1 [cD
004 [0.22 [o46 [0.22 1 LP
033 [026 [os2 |n R
020 024 [1 SOB
0.16 |1 loE

1 ROA

EVIEWS. Ol 5w e sbasVb Sl dlus] o : yuall

@d9ad] § dulyl Yoo Wordly dolsd! Aliiull Olpsall ou bV Jelze (3) 68y Jsuzdl pisy
JWls (0.99) diesd (CD) edasll Glehiy]g (SOB) elidl oo pitio ip Jls byl 9929 ety Eunr
@3@3()&3Mlp.q:.?db@&&g&lxﬁ@ﬁ3<&SW|x.ﬁw&M|»|g.é.:\.?().o-\.gy
gy (o0 ealikl gdgail) sl 35 eMasl] Oleluy] Bl usy gdgad] s

s dwlyudl Olud,d

sl Iad oy o ol ST ol USat) las] D95 53 55T dzgy Y ceunsyl) &y
PRI

1) dee )8 Ol il s ¢ a0

Qo) gl dusuy o dez sl Ly slasl) dlas] DY 55 ST uzer ¥ i dYI dis,dl) dudydl
PRI

Lyl gl dowy e OlblasY) g gemb dilas] DYs 93 1 uzgr ¥ &l dee 3l dod,d)
PRI

A3 &y lel] gl dummsy e i) oo dilas] DY 93 T uzgy ¥ AU des a1 oyl
sl Indl Ay o ogl Aladoed ddlas] UYs 93 T uzsy ¥ tlsll e il dud il
PRI

&yl el dowy e JgoM e Sl ddlas] DY 95 5T dogr Vi duwelsd) dus a1 dod,all

.3,33&)3”
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: gdged] puds

iy ybo plaseil 03 LS. Glowgd Hlusly dlsdil) OISl g3géy dul OIS g3gé puds o3 ud)

ol pas HlasYl s 35l Eus (Generalized least square ) (GLS) dolel] g sall Ol bl

) S g3eé puls g5l (4) Jousd) o9y Cus .(Green, 2008) asdl ust GIAI bVl

Olowgs Lzl g3l (6) Jgasdly (Jlgdl] Y1 pudi @il (0) Jgusdly

ol Y1 z394 Sl (€) Jguz

Dependent Variable: PRO

Method: Panel Least Squares

Date: 06/22/18 Time: 15:27

Sample: 2008 2017

Periods included: 10

|ICross-sections included: 13

Total panel (unbalanced) observations: 129

Variable |C0efficient Std. Error |t-Statistic [Prob.

|C |0.004688 0.045828 0.102284 0.9187
IOE |0.440540 0.100345 4.390262 0.0000

R |0.059552 0.008970 6.638702 10.0000
SOB -0.423117  [0.095518 -4.429729 10.0000
LP -0.009085 [0.096682 -0.093965 10.9253
ROA |0.117584 0.012774 9.205093 ]0.0000
R-squared |0.749836 E-statistic 19.57115
Adjusted R-squared |0.7 11523 Prob(F-statistic) 0.000000

EVIEWS. Ol s shaeVb ol dlus] o :ydall
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Jlodsll Y1 2394 g5ls (0) Jguz

Dependent Variable: PRO

Method: Panel EGLS (Cross-section random effects)

Date: 06/22/18 Time: 15:29

Sample: 2008 2017

Periods included: 10

|Cross-sections included: 13

Total panel (unbalanced) observations: 129

Swamy and Arora estimator of component variances

Variable [Coefficient [Std. Error [t-Statistic [Prob.

|C -0.024527 [0.027748 -0.883912 0.3785
IOE |0.329548 0.085740 3.843568 10.0002

R I0.047494 0.007881 6.026571 10.0000
SOB -0.314671 |0.078249 -4.021387 0.0001
LP |0.008127 0.086308 0.094165 [0.9251
Adjusted R-squared |0.497034 Prob(F-statistic) 0.000000

EVIEWS. Ol s skaeVb ol dlus] o :ydall

Olwsd Hlasl &5l (1) Jyu=

Correlated Random Effects - Hausman Test

Equation: Untitled

Test cross-section random effects

Test Summary IChi-Sq. Statistic IChi-Sq. d.f. |Prob.

|Cross-secti0n random 10.373023

5

0.0653

[Cross-section random effects test equation:

Dependent Variable: PRO

Method: Panel Least Squares

Date: 06/22/18 Time: 15:31

Sample: 2008 2017

Periods included: 10

Total panel (unbalanced) observations: 129

EVIEWS. Ol (A sloxeVU Sl dlus] o @ yual)
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