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STANDARDS
ON IMPROVING THE FINANCIAL PERFORMANCE

OF THE JORDANIAN COMMERCIAL BANKS

Prepared by:

Rahma al fogqaha

Supervised by:
Dr. Prof. Bashir Al-Banna

The study aimed to find out the impact of the International Financial Reporting Standards
on improving the financial performance of the Jordanian commercial banks. For the
purposes of this study, the researcher adopted a questionnaire to measure the
independent variables of the International Financial Reporting Standards represented
by Standard No. (1), first-time Application of International Financial Reporting
Standard, and Standard No. (8), Presentation of Financial Reporting related to
Operating Segments, and Measurement of the Dependent Variable, the Financial
Performance, by analyzing the financial statements represented by liquidity and
profitability ratios. The study population consisted of (13) Jordanian commercial
banks listed on Amman Stock Exchange Market. The study was conducted on (5)
banks, namely: Bank of Jordan, The Housing Bank for Trade and Finance, Cairo
Amman Bank, Arab Banking Corporation, and Union Bank. The sampling unit
consisted of (10) individuals from each bank, representing financial managers, heads
of departments and internal auditors. Therefore, the total number of the individuals
constituting the sampling unit was (50). In this study, the researcher used a number
of statistical methods to analyze the responses of the sample individuals to the items
of the questionnaire, and to test the study hypotheses, of which the most important
were the simple and multiple linear regressions and the financial ratios relating to
liquidity and profitability.
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The study reached a number of results, of which the most significant is the weak
management of funds at the commercial banks. This is illustrated by the presence of
a large surplus in the amount of cash held by banks, both at hand or with other banks.
An impact was found to be existing emanating from the application of Standard No.
(1), first-time Application of the International Financial Reporting Standard, on
improving liquidity and profitability. On the other hand, Standard No. (8),
Presentation of Financial Reporting related to Operating Segments, was found not to
impact liquidity and profitability of the bank.

The Banks made a net profit during the years of study ranging in average
between (1.7 to 1.84) Million Dinars, and these profits are considered to be very
modest compared to the risks encountered by the banks during the practice of their
business. In the light of the results reached by the study, a number of recommendations
were given, of which most important are the following:

- Holding training courses and programs for the financial departments in the
commercial banks to be supervised and conducted by specialists in the
International Financial Reporting Standards.

- Conducting further studies that reveal the importance of the lIinternational
Financial Reporting Standards compared to other dependent standards.

The managements of banks should seek assistance from efficient,
scientific and practical experts able to provide advice on how to dispose
of the surplus cash and how to manage assets in a better way to create

more opportunities for success and progress
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- Dask, et al, (2006), "international financial reporting standards and experts
perceptions of disclosure quality,
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Reporting Implications on the New Canadian GAAP, paper presented on Fifty

— Ninth Tax Conference, Canada
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Descriptives

Descriptive Statistics

Minimum Maximum Mean Std. Deviation

ql 46 2.00 5.00 4.2391 .87394
g2 46 3.00 5.00 4.2609 .61227
g3 46 2.00 5.00 4.1739 73950
g4 46 2.00 5.00 4.2826 .68841
g5 46 3.00 5.00 4.0870 .69366
g6 46 2.00 5.00 4.1522 .69817
q7 46 2.00 5.00 4.1304 .61855
g8 46 1.00 5.00 3.7391 .85465
q9 46 2.00 5.00 4.0000 .78881
qlo 46 1.00 5.00 3.6087 1.12503
gll 46 2.00 5.00 3.9130 1.00722
cl 46 2.73 4.64 3.9545 44691
Valid N (listwise) 46
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Descriptive
Descriptive Statistics
N Minimum Maximum Mean Std. Deviation

gl2 46 1.00 5.00 3.9348 1.01985
q13 46 1.00 5.00 3.8261 .94996
ql4 46 1.00 5.00 3.4348 1.08837
q15 46 2.00 5.00 3.9348 .99782
q16 46 2.00 5.00 3.6957 1.15219
ql7 46 2.00 5.00 3.5000 1.04881
q18 46 2.00 5.00 3.6739 .79034
q19 46 1.00 5.00 3.8261 .82474
g20 46 1.00 5.00 3.8696 .93354
c8 46 211 5.00 3.7440 .71583
Valid N (listwise) 46

Reliability

Scale: ALL VARIABLES

Case Processing Summary

N %
Cases Valid 46 100.0
Excluded? 0 .0
Total 46 100.0

a. Listwise deletion based on all variables in the

procedure.
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Reliability Statistics

Cronbach's Alpha

N of Items

.922

20

Reliability

Scale: ALL VARIABLES

Case Processing Summary

N

%

Cases Valid

Excluded?®

Total

46

46

100.0

100.0

a. Listwise deletion based on all variables in the

procedure.

Reliability Statistics

Cronbach's Alpha

N of Items

.875

11

Reliability
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Scale: ALL VARIABLES

Case Processing Summary

N %
Cases Valid 46 100.0
Excluded? 0 .0
Total 46 100.0

a. Listwise deletion based on all variables in the

procedure.

Reliability Statistics

Cronbach's Alpha | N of Items

.888 9

Regression

Variables Entered/Removed?

Variables

Model Variables Entered Removed Method

1 c8, c1b .| Enter

a. Dependent Variable: current

b. All requested variables entered.

www.manaraa.com



91

Model Summary

Adjusted R Std. Error of the
Model R R Square Square Estimate
1 4478 .200 163 .06205
a. Predictors: (Constant), ¢8, c1
ANOVA?
Model Sum of Squares df Mean Square F Sig.
1 Regression .041 2 .021 5.379 .008°
Residual .166 43 .004
Total .207 45
a. Dependent Variable: current
b. Predictors: (Constant), c8, c1
Coefficients?
Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) .888 .083 10.690 .000
cl -.034 .029 -.221 -1.179 .245
c8 -.025 .018 -.265 -1.412 .165

a. Dependent Variable: current
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Regression

Variables Entered/Removed?

Variables
Model Variables Entered Removed Method
1 c8, c1P Enter
a. Dependent Variable: quickratio
b. All requested variables entered.
Model Summary
Adjusted R Std. Error of the
Model R R Square Square Estimate
1 4478 .200 .163 .06205
a. Predictors: (Constant), ¢8, c1
ANOVA?
Model Sum of Squares df Mean Square F Sig.
1 Regression 041 2 .021 5.379 .008P
Residual .166 43 .004
Total .207 45

a. Dependent Variable: quickratio

b. Predictors: (Constant), c8, c1
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Coefficients?

Standardized

Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) .888 .083 10.690 .000
cl -.034 .029 -.221 -1.179 .245
c8 -.025 .018 -.265 -1.412 .165

a. Dependent Variable: quickratio

Regressio
Variables Entered/Removed?
Variables

Model Variables Entered Removed Method

1 c8,c1® Enter
a. Dependent Variable: grossprofit

b. All requested variables entered.

Model Summary
Adjusted R Std. Error of the

Model R R Square Square Estimate

1 1992 .040 -.005 .09300

a. Predictors: (Constant), ¢8, c1
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ANOVA?
Model Sum of Squares df Mean Square F Sig.
1 Regression .015 2 .008 .889 A418°
Residual 372 43 .009
Total .387 45
a. Dependent Variable: grossprofit
b. Predictors: (Constant), c8, c1
Coefficients?
Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) 1.172 125 9.414 .000
cl .054 .043 .259 1.257 215
c8 -.032 .027 -.244 -1.188 .242

a. Dependent Variable: grossprofit
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Regression
Variables Entered/Removed?
Variables
Model Variables Entered Removed Method
1 c8, c1b Enter
a. Dependent Variable: netprofit
b. All requested variables entered.
Model Summary
Adjusted R Std. Error of the
Model R R Square Square Estimate
1 3632 132 .091 .00079
a. Predictors: (Constant), ¢8, c1
ANOVA?
Model Sum of Squares df Mean Square F Sig.
1 Regression .000 2 .000 3.256 .048°
Residual .000 43 .000
Total .000 45

a. Dependent Variable: netprofit
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b. Predictors: (Constant), ¢8, c1

Coefficients?

Standardized

Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) .014 .001 13.362 .000
cl .001 .000 314 1.602 116
c8 7.695E-5 .000 .067 341 735

a. Dependent Variable: netprofit
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Regression

Variables Entered/Removed?

Variables
Model Variables Entered Removed Method
1 c8, c1P Enter
a. Dependent Variable: expenses
b. All requested variables entered.
Model Summary
Adjusted R Std. Error of the
Model R R Square Square Estimate
1 3972 157 118 .06064
a. Predictors: (Constant), ¢8, c1
ANOVA?
Model Sum of Squares df Mean Square F Sig.
1 Regression .030 2 .015 4.018 .025P
Residual 158 43 .004
Total .188 45

a. Dependent Variable: expenses

b. Predictors: (Constant), c8, c1
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Coefficients?

Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta Sig.
1 (Constant) 110 .081 1.360 181
cl .067 .028 464 2.408 .020
c8 -.010 .017 -.110 -.569 572

a. Dependent Variable: expenses

Regression

Variables Entered/Removed?

Model

Variables Entered

Variables

Removed

Method

c1P

Enter

a. Dependent Variable: current

b. All requested variables entered.
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Model Summary

Adjusted R Std. Error of the
Model R R Square Square Estimate
1 4048 .163 144 .06274
a. Predictors: (Constant), c1
ANOVA?
Model Sum of Squares df Mean Square F Sig.
1 Regression .034 1 .034 8.571 .005P
Residual 173 44 .004
Total .207 45

a. Dependent Variable: current

b. Predictors: (Constant), c1

Coefficients?

Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) .903 .083 10.847 .000
cl -.061 .021 -.404 -2.928 .005

a. Dependent Variable: current
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Regression

Variables Entered/Removed?

Variables
Model Variables Entered Removed Method
1 c1P Enter
a. Dependent Variable: quickratio
b. All requested variables entered.
Model Summary
Adjusted R Std. Error of the
Model R R Square Square Estimate
1 4042 163 144 .06274

a. Predictors: (Constant), c1
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ANOVA?
Model Sum of Squares df Mean Square F Sig.
1 Regression .034 1 .034 8.571 .005P
Residual 173 44 .004
Total .207 45
a. Dependent Variable: quickratio
b. Predictors: (Constant), c1
Coefficients?
Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) .903 .083 10.847 .000
cl -.061 .021 -.404 -2.928 .005

a. Dependent Variable: quickratio
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Regression

Variables Entered/Removed?

Model

Variables Entered

Variables

Removed

Method

c1P

Enter

a. Dependent Variable: grossprofit

b. All requested variables entered.

Model Summary

Adjusted R Std. Error of the
Model R R Square Square Estimate
1 .0912 .008 -.014 .09343
a. Predictors: (Constant), c1
ANOVA?
Model Sum of Squares df Mean Square F Sig.
1 Regression .003 1 .003 .365 5490
Residual .384 44 .009
Total .387 45

a. Dependent Variable: grossprofit

b. Predictors: (Constant), c1
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Coefficients?

Model

Unstandardized Coefficients

Standardized

Coefficients

B Std. Error

Beta

Sig.

1

(Constant) 1.191

cl .019

124

.031

091

9.608

.604

.000

549

a. Dependent Variable: grossprofit

Regressio

Variables Entered/Removed?

Variables
Model Variables Entered Removed Method
1 clb Enter
a. Dependent Variable: netprofit
b. All requested variables entered.
Model Summary
Adjusted R Std. Error of the
Model R R Square Square Estimate
1 .3592 129 109 .00078

a. Predictors: (Constant), c1
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ANOVA?
Model Sum of Squares df Mean Square F Sig.
1 Regression .000 1 .000 6.527 .014°
Residual .000 44 .000
Total .000 45
a. Dependent Variable: netprofit
b. Predictors: (Constant), c1
Coefficients?
Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) .014 .001 13.570 .000
cl .001 .000 .359 2.555 .014

a. Dependent Variable: netprofit
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Regression
Variables Entered/Removed?
Variables
Model Variables Entered Removed Method
1 c1P Enter
a. Dependent Variable: expenses
b. All requested variables entered.
Model Summary
Adjusted R Std. Error of the
Model R R Square Square Estimate
1 .3892 151 132 .06017
a. Predictors: (Constant), c1
ANOVA?
Model Sum of Squares df Mean Square F Sig.
1 Regression .028 1 .028 7.833 .008P
Residual 159 44 .004
Total .188 45
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Coefficients?

Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) 116 .080 1.458 152
cl .056 .020 .389 2.799 .008

a. Dependent Variable: expenses

Regressio
Variables Entered/Removed?
Variables
Model Variables Entered Removed Method
1 c8P Enter
a. Dependent Variable: current
b. All requested variables entered.
Model Summary
Adjusted R Std. Error of the
Model R R Square Square Estimate
1 4172 174 156 .06232
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ANOVA?
Model Sum of Squares df Mean Square F Sig.
1 Regression .036 1 .036 9.287 .004°
Residual 171 44 .004
Total .207 45
a. Dependent Variable: current
b. Predictors: (Constant), c8
Coefficients?
Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) .809 .049 16.362 .000
c8 -.040 .013 -417 -3.047 .004
Variables
Model Variables Entered Removed Method
1 c8P Enter
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Model Summary

Adjusted R Std. Error of the
Model R R Square Square Estimate
1 4178 174 .156 .06232
a. Predictors: (Constant), c8
ANOVA?
Model Sum of Squares df Mean Square F Sig.
1 Regression .036 1 .036 9.287 .004°
Residual A71 44 .004
Total .207 45
a. Dependent Variable: quickratio
b. Predictors: (Constant), c8
Coefficients?
Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) .809 .049 16.362 .000
c8 -.040 .013 -417 -3.047 .004
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a. Dependent Variable: quickratio

Regression

Variables Entered/Removed?

Variables
Model Variables Entered Removed Method
1 c8P Enter
a. Dependent Variable: grossprofit
b. All requested variables entered.
Model Summary
Adjusted R Std. Error of the
Model R R Square Square Estimate
1 .0662 .004 -.018 .09361

a. Predictors: (Constant), c8
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ANOVA?
Model Sum of Squares df Mean Square F Sig.
1 Regression .002 1 .002 195 .661°
Residual .386 44 .009
Total .387 45
a. Dependent Variable: grossprofit
b. Predictors: (Constant), c8
Coefficients?
Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) 1.298 .074 17.477 .000
c8 -.009 .019 -.066 -.442 .661

a. Dependent Variable: grossprofit
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Variables Entered/Removed?

Variables

Model Variables Entered Removed Method

1 cgP .| Enter

a. Dependent Variable: netprofit

b. All requested variables entered.

Model Summary

Adjusted R Std. Error of the

Model R R Square Square Estimate

1 .2822 .080 .059 .00080

a. Predictors: (Constant), c8

ANOVA?
Model Sum of Squares df Mean Square F Sig.
1 Regression .000 1 .000 3.810 057"
Residual .000 44 .000
Total .000 45

a. Dependent Variable: netprofit

b. Predictors: (Constant), c8
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Coefficients?

Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) .015 .001 24.293 .000
c8 .000 .000 .282 1.952 .057

a. Dependent Variable: netprofit

Regression

Variables Entered/Removed?

Model

Variables Entered

Variables

Removed

Method

1 cgP

Enter

a. Dependent Variable: expenses

b. All requested variables entered.
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Model Summary

Adjusted R Std. Error of the
Model R R Square Square Estimate
1 .2092 .044 .022 .06386
a. Predictors: (Constant), c8
ANOVA?
Model Sum of Squares df Mean Square F Sig.
1 Regression .008 1 .008 2.019 .162°
Residual 179 44 .004
Total .188 45
Coefficients?
Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) .268 .051 5.286 .000
c8 .019 .013 .209 1.421 162
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