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The Impact of Internal and External Factor’s On Jordanian Commercial
Banks Financial Performance

Prepared by
Eyad Mohamed Ibrahim Hammad
Supervision

Prof. Dr. Juma'a Mahmoud Abbad

ABSTRACT

The study aimed to Mesure the impact of internal & External Economical factor's, the
supreme one is the interest rate, on the financial performance of Commercial Banks
measured by Profitability (ROA), Deposit & Loans. The study Problem summarized in, a
weak response of the commercial banks, financial Performance to interest rate
fluctuations.

To achieve the objectives of the study the descriptive and analytical approach was
adapted to surrounding of theoretical and practical aspects of study object depending on
various sources and references such as, books, articles, journal, in addition to standard
and statistical tools like (Panel Data) to measure the independent variables on
dependent one.

The study sample consisted of (13) Commercial banks listed in ASE in Jordan, during
financial periods (2010-2016). The study represented many results, including: there is
statistically significant impact at level of significance (a < 0.05) for the internal & External
Factor's on the commercial banks financial performance Profitability measured by
(ROA), Deposits and loans, and the performance of Jordanian commercial banks was
affected by the volitality of Intrest rate at slight rate. On other side, the study recommends
to Pay more attention to the external Factor’s which affected commerical banks financial
performance, because it have an impact on efficient Performance and strong affect on
Loans and Deposits.

Keywords: Financial performance, ROA, Deposits, Jordanian Commercials banks,
Loans.
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Inflation = Consumer price index (1)
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Discount rate = Central Bank Avg. Discount Rate (4)
: GDP Growth (Asbl 25WJ) o4
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Economic Growth = GDP Growth Rat (5)
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1.0000 0.0456 0.9239 0.0420
0.6140 0.0000 0.6462 0.0002
1.0000 0.0397 1.000 0.0487
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Dependent Variable: ROA
Method: Panel EGLS (Cross-section random effects)

Date: 03/03/18 Time: 13:07

Sample: 2010 2016

Periods included: 7
Variable Coefficient Std. Error t-Statistig Prob.
g -3.834637 2.231571 -1.718358 0.0902
LOAN 8.46829 3.00119 2.821644 0.0092
DEPOSIT] 6.677866 13.42297 0.497495 0.6204
DISCoU -54.30795 20.92145 -2.595803 0.0115
GDPGR -6.401519 2.135294 -2.997912 0.1261
LIQURIS 0.199991 0.437485 0.457138 0.6490)
CREDRIS -1.095048 1.048433 -1.044462 0.2999
ASSETSIZ 4.42E-05 8.13E-05 0.543199 0.5887
BANKO| -0.002072 0.006085 -0.340510 0.7345
R-squared 0.484166 F-statistig 9.659864
Adjusted R-squared 0.440928 Prob(F-statistic) 0.000000

EVIEWS Ol yse e sl Co Wl dlus] :yuall
t b LS JoVl zdgeld susibl Hluso¥l Adle ,uds (Sg odel 3y bo e el

yl= -3.834 + 8.468)1+ 6.677x2 - 54.307x3 -6.401x4 + 0.199x5 - 1.095x6 + 4.42E-05x7 -
0.002072x8
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LoanZit = ait + BlLoanit +B2Depositit + B3Discouit + 4GDpgrit + B5 Liqurisit+ B6Credrisit
+[B7Assetsizit + f8Bankoit + €it .............(2)

Olowgd slasl 28ls (1) Jyue

Correlated Random Effects - Hausman Test]
Equation: Untitledl
Test cross-section random effects
Test Summary Chi-Sq. Statistid Chi-Sq. d.f. Prob,

Cross-section random 0.000000 8 1.0000
EVIEWS Ol yse (e sboaeVb Coll dlus] :ydall

sl @b bl 9 i) Olpsil) oo Glodall 3V g3s4 plasuiul o3 Al duodll Hlasl dol oo
i b (V) Jouzdl UM (0 Guisg (1) Jguzr Housman ylas ] Ae

Jolg=l! (a0 <0.05) PYWI Ggtuws wis dlas] DYs g3 5T 5929 (0.68) wusudd] Jole doud JUS oo
BlsW Olos doygs § doyubl &lodl] Jgadl g I3 e o duz )3l 9 dds Il L sLadyl
we dlas] DYs 93 ST uzg ¥ &l Yo pal U AW Lo ,dl) Loyl jady ok JWL 9 AU
&y sloct] Joadl SW W2BY ez o Azl g &Il dy3LasdYl Jelg=l) (a0 <0.05) AV (giums
Sgiums dis dilas] DYs 35 ST 0529 dbudl deopill Jgsd 9 LI 3ol Olos doygr § dz k!
dzryob) 5l doidl s DI BY ez e duz )l 9 sl dy3LaBYT Jelg=l) (a<0.05) &YWl

AW @ysW Oles Loy §

BVl wldl! pdlo zgedd! O 9 (0.0000) Lyt gize 9 (176.36) dflly F JI doud IMS (o (s LS
W) bl ) dlitad) Olpsh) o s

susal) Juss¥l Julod 23l (7) Jgdor

Dependent Variable: LOANZ| |
Method: Panel EGLS (Cross-section random effects)

Date: 03/03/18 Time: 13:15
Sample: 2010 2016
Periods included: 7
Variable] Coefficient Std. Error t-Statistic Prob,
LOAN 1.267091 3.983910 3.180521 0.0010
DEPOSIT] -11.67413 2.825266 -5.108433 0.0000]
CREDRIY -2.748381 2.73866) -1.285094 0.04956
ASSETSIZ -8.43E-05 0.000735 -0.114624 0.9091
R-squared 0.681421 F-statistig 176.3627,
Adjusted R-squared 0.623559 Prob(F-statistic) 0.000000

t gk LS BB zdgeilt dusabl HlusuVl dolre s (Sig oMol 3y9 Lo e sl g

Y2=4.626274+1.267091x1 - 11.67413x2 - 275.2473)3 + 5.650696)4 + 2.338675)5 - 2.748381y6
- 8.43E-05)7 - 0.018710x8
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DepositZit = ait + B1lLoanit +2Depositit + B3Discouit + B4GDpgrit + B5 Liqurisit+ B6Credrisit
+[B7Assetsizit + f8Bankoit + €it ............. (3)

Olowsd Hlas) 8ls (A) Jgu=

Correlated Random Effects - Hausman Test]

Equation: Untitled

Test cross-section random effects|

Test Summary Chi-Sq. Statistic] Chi-Sq. d.f.

Prob.

Cross-section random 0.000000 8

1.0000

EVIEWS Ol yse (A sbas¥b ol dlus] :yoall

el Uyl 9 dlitucd) Oyl oy Jlodel) Y1 354 plusiiul o3 W &yl jlas) ol oo
t o (8) Jguadl M5 cpe s 9 <(A) Jgz Housman slast s

Jolg=ll (00.05) VYW Ggiun wis ddlas] PYs 93 1T 9929 (0.77) wowl Jolze dosd JUS 0
8lisW Olos doygr § doyudl &yl Iordl g @logll e o &yl 9 a5l Lyoladyl
W dilas] BYs 93 ST uzg ¥ &l e pali U W deydl) dudydl) gady o0 JWL 5 dJU)
i yloct] deadl g @logll ez o duzyldl g duls Il dyslad¥l dolgsld (0=0.05) AV (S g
Ggius dis dilas] DY 35 ST o929 dbudl Leopdll Jgad 5« LI BlysW Olos doygs § dyubl
$ doyabl dylot! doudl s ez o oyl g A1 &dladyl Jelg=ll (a<0.05) &YW

AW 3lysW Gles doyg

suasal) Juss¥l Julod 23l (9) Jgdor

Dependent Variable: DEPOSITZ

Method: Panel EGLS (Cross-section random effects)

Date: 03/03/18 Time: 13:11

Sample: 2010 2016

Periods included: 7,
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Variable Coefficient Std. Error| t-Statistid Prob.
C 0.012539 0.073664 0.170225 0.8653

LOAN -0.804418 1.102707 -0.729494 0.4681
DEPOSIT] -1.633481 0.446290 -3.660132 0.0005
DIscou 2.166157 0.682663 3.173099 0.0022
GDPGR 0.394217, 0.135668 2.905746 0.0049
LIQURIS -0.019187, 0.011948 -1.605926 0.1128
CREDRIS 0.069231] 0.031649 2.187423 0.0321
ASSETSIZ 3.15E-05 9.87E-07 31.86746 0.0000
BANKO 3.29E-05 6.55E-05 0.502867 0.6166
R-squared 0.774374 F-statistic 332.6984
Adjusted R-squared 0.751445 Prob(F-statistic) 0.000000]

EVIEWS Olyse (A dbae¥b ol dlus] :yoall
P M LS CIL zdgeild susib) jlussY dolee yadi oS oMlel )9 bo e sl 9

¥3=0.012539 - 0.804418x1 - 1.633481x2 +2.166157x3 + 0.394217x4 -0.019187x5 + 0.069231x6
+3.15E-05x7 + 3.29E-05x8
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YoVl - Yo ddpall @Slogl e duubl B o bl Jawgll (V) Goxlo

J=Y g5lsg 25 @lag Gl G @3lag G|
3.40 0.77 0.44 2010
3.46 0.70 0.43 2011
419 0.76 0.42 2012
497 0.87 0.38 2013
411 0.79 0.43 2014
3.06 0.62 0.32 2015
3.04 0.56 0.26 2016
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2016 - ¥+ ¥+ dd pabl OMgud] e &SIWI 85 y=ud bl Jawgll (V) §oxlo

OYlwoS o> Blwg 09,8 RYEYS gjb L)
9.41% 9.01% 9.12% 2010
9.34% 8.67% 8.80% 2011
9.59% 8.95% 9.28% 2012

10.13% 9.03% 9.20% 2013
9.95% 8.84% 9.15% 2014
8.70% 8.24% 8.01% 2015

10.42% 7.83% 7.60% 2016
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External Factor's Rate 2010 - 2016 (0) @=de

GDP Inflation | Discount Deposit Loan

Year
Growth Rate AvgRate | Dr. Avg. Rate | Cr.Avg. Rate
2010 10.94% 4.80% 4.25% 3.40% 9.01%
2011 9.14% 4.20% 4.38% 3.46% 8.67%
2012 7.27% 4.50% 4.96% 4.19% 8.95%
2013 8.59% 4.80% 4.84% 4.97% 9.03%
2014 6.65% 2.90% 4.20% 4.11% 8.84%
2015 4.72% -9.00% 3.92% 3.06% 8.24%
2016 3.03% -8.00% 3.75% 3.04% 7.83%
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