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Liquidity Risk Management and its Role in Assessing the Profitability of Commercial Banks
— Econometric Study for a Sample of Commercial Banks in Algeriaduring the Period (2011-2016) —
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Abstract : The objective of thisstudyis to examine the impact of liquidity risk management on the
profitability of commercial banks in Algeria by conducting a standard study of 06 active
commercial banks in Algeria, based on annual data for the period 2011-2016. To achievethis
objective, Based on the appropriateregression model for the study and using. In thisstudy,
wefound a statisticallysignificantrelationshipbetweenliquidityrisk and return on assets indices. As
for the Return on equity, Study to exist A statisticallysignificantrelationshipbetween the return on
equity and the percentage of cash coverage, while the absence of thisstatisticalsignificancewith
regard to the employment and legalliquidity ratios as indicators to measureliquidityrisk.

Key words : LiquidityRisk; LiquidityRisk Management; Profitability; Basel Committee;Rate of
return on assets.
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HANNAN-QUINN | SCHWARZ CRITERION | AEATRE INEQ CRITERION ROE ROA CR3 CR2 CR1

0.1l Dol | o.loss 0.5649 0.2105 BNA
S8 .08 9 _Jv- D.2lis D.02/6 D.3061 0.8273 0.2520 AGB
— — - 0.1105 D.1zl0 | o0.1e21 D.5254 D.1551 BDL
14 18 330 ROA ﬁ*‘f'j‘ i 0.1201 0.0015 | 0.1548 05045 01655 BEA
s 0136 D.0l2; | o012 05314 D.1655 SGA
CAC C C o (A . . 5 X X _ . L 122 BNP
3% 316 30 ol i i da 0.0410 0 om_ D 1?63 0 f?n 0.1221 .
oo e 01235 D315 | olat 05730 0.1590 o

16 160 15 G 0.0567 0.0442 | 0.1048 01276 0.0542 el 2
¢ 0.0410 D.001; | o0.1063 04514 01221 R
D2l D.1201 D.3581 D823 0.2520 s
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oY sl i 1(04) 3y Jous oot b2 s ROA 1y BW1 ks 5l 1(03) o3y Jgud!

Lagrange multiplier (LM) test far panel data

Date: 04/2118 Time: 16:04 e g e o
Sample: 20112016 PEM FEM P“Ef“_
Total panel observations: 36 _ o el f.a . c
Probabiltyn () - pies || 00000 | Temd GroB
- 0043102 0075775 [ CR1
Null (norand. effect) Cross-section  Period Both _ 0‘:32; o°o°i’:49 ““)“’;1&9“9‘) _
Alternative One-sided  One-sided - —— e T e rman
Breusch-Pagan 0344288 0011671 0355950 e e
(0.6574) (0.9140) (0.5508) — — ;}DS%Q = [;0;5655 = —
Honda 0586761 0108030 0491292 - R Rl N —
(0'2?8?} [0'4'5?0} (0'3116} - 3.35E-12 2.04E-12 Bs INTERE
_ 0.7531 0.0020 =T (Probl
- 0814070 0673414 R-squared
- 10.94595 12.37190 f-statistic
— 0.000001 0.00001 || Probl(f-statisic)
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Panel Cross-section Heteroskedasticity LR Test Dot Panal Lanst Sauares
i i i Date: 04/21/18 Time: 16:18
Mull hypothesm. Residuals are homoskedastic arpie 2012018
Equation: UNTITLED Periods ncluded: o
. . Cross-sections included: 6
Specification: ROA C CR_1 CR_2 CR_3 ACTIF INTER Total panel (balanced) observations: 36
Variable Coeflicient Std. Error t-Statistic Prob.
Value df Pmbab”m“ c -0.125958 0.021714 -5.800885 0.0000
i i i CR_1 0.075775 0.018895 4010378 0.0004
|_I|(8|Ih00d ratlo 2110803 E UQUQE CR:Q 0.051659 0.022762 2269493 0.0306
CR_3 0.019485 0.021545 0.904373 0.3730
ACTIF 0.008655 0.002202 3.929769 0.0005
LR test summary: INTER 204E12  B00E-13 3392132 0.0020
Value df R-squared 0673414 MWean dependentvar 0.022806
: Adjusted R-squared 0618983 S.D. dependentwvar 0.013556
Restl’lded I—Ug'— 1244'005 30 S.E. ofregression 0.008368 Akaike info criterion -6.577808
i Sum squared resid 0.002101 Schwarz criterion -6.313888
Unresmmed LUgL 1254559 30 Log likelihood 124.4005 Hannan-Quinn criter. -6.485693
F-statistic 12.37190 Durbin-Watson stat 1.312523
Prob{F-statistic) 0.000001

Eviews 10 wlrz Lo slasl L) slis] s yokaal

Tisel Lol )l Bl | :(08) RPN Sty il et wils :(07) NJRPREL
mmm Residual Cross-Section Dependence Test

Mull hypothesis: Mo cross-section dependence (correlation) in residuals

— Equation: Untitled
-2.0; -298 -211 J]p Periods included: 6

Cross-sections included: 6

- - Total panel observations: 36
2;8 286 244 ROE H;ij i Mote: non-zero cross-section means detected in data
i Cross-section means were removed during computation of correlations

AR 150 A8 ;J‘M T Ju o Test Statistic df. Prob.
A i Breusch-Pagan LM 12.67634 15 0.6273

29 175 17 AP Pesaran scaled LM -0.424240 06714

13 1 1 J”wa Pesaran CD 0.638502 0.5231

Eviews 10 oz s blael iU slae] eyl
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Lagrange multiplier (LM) test for panel data ___ ““:'E;:f: — g e
Date: 0412118 Time: 00:04 = Soeazo1 | —oizsess 5o =
Sample: 2011 2016 = G533 50000 | g (Prob)
Total panel observations: 36 - coiioz oo | B cP
Provabiy n N e |
— 0.0913 00306 = (Prob)
Mull (norand. effect)  Cross-section  Period Bath = —Oooozoz || ooioass B- cEs
Alternative One-sided  One-sided - oeedat 02730 || Shemed (Preb)
— —0.008932 0.008655 Ba ACTIF
Breusch-Pagan 1068517 0005111 3073728 e pRanai, B
(0.0798) (0.9430) (0.0798) - 07531 00020 || =3 (Prob)
Handa 1751747 0071492 1188120 - j::‘j:j jj;f:;: Rfv-%-%r-i
(U[ISQQ} EUSQBS} EU-H?d'} — 0000001 ©_ 00001 w&;ﬂ;@d_@
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Panel Cross-section Heteroskedasticity LR Test
Mull hypothesis: Residuals are homaskedastic
Equation: UNTITLED

(534-521 G- ) edlaall Sgial) dmny s A Laysag Agand) Hlalaa 5]

ROE dgdt b2 cd o wilall JsW) 3501 :(11) (3 Joud!

Dependent Variable: ROE
Method: Panel Least Squares
Date: 04/21/18 Time: 0027
Sample: 2011 2016

Periods included: §
Cross-sections included: 6

Specfication: ROE CCR_1CR_2 CR_3IACTIFINTER

Total panel (balanced) observations: 36

Variable Coefficient Std. Error t-Statistic Prob
ili c 0.044792 0.210692 0.212594 0.8321
value df Pmbablm}l CR_1 0.597630 0.183340 3.259685 0.0028
ikeli i CR_2 0226794 0.220869 1.026826 0.3127
lee“hUUd ratlo 19?2300 6 00031 CR_32 0.229381 0.209059 1.097205 0.2513
ACTIF -0.030430 0.021371 -1.423884 0.1648
INTER -6.51E-12 5.82E-12 -1.118543 0.2722
LRtESt Summary R-squared 0.409926 Mean dependentvar 0.206384
Value i Adjusted R-squared 0.311580 S.D. dependentvar 0.097861
. —_— S.E. of regression 0.081196 Akaike info criterion -2.032886
Restricted LogL 4250195 Eli| Sum sguared resid 0197784 Schwarz criterion -1.762066
A : Log likelihood 4259195 Hannan-Quinn criter. -1.940771
Unrestricted LogL h2 45345 K] F-statistic 4.168212 Durbin-Watson stat 0.886081

Prob(F-statistic) 0.005398

Eviews 10 wlrz Lo lazsl L) slias] s yokaal
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Residual Cross-Section Dependence Test

Mull hypothesis: Mo cross-section dependence (correlation) in residuals
Equation: Untitled

Periods included: 6

Cross-sections included: 6

Total panel observations: 36

Mote: non-zero cross-section means detected in data

Cross-section means were removed during computation of correlations

Test Statistic df. Prob.
Breusch-Pagan LM 30.29482 15 0.0109
Pesaran scaled LM 2792440 0.0052
Pesaran CD 0.605528 0.5448
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EXCEL10 w2 s bolazel gl slae] oo 2yl

ROE Sl ¢ :(05) o3 JS2)

ROE

% 2

ois T

0,05 =

o] T T
%‘2‘3 Cbéf Qﬁ‘ 'b“? "i. 9??‘ VE’%

&

EXCEL10 w2 Je Islaze) iUl slas] oy 2 ydaall

g3l (Jarque-Bera ) jiz1 :(07) o3, JSa o33l (Jarque-Bera ) jlz1:(06) o3, |21
8 9

Series: Standardized Residuals Series: Standardized Residuals
7 — Sample 2011 2016 84 Sample 2011 2016
6 Obsenvations 36 7 Obsenations 36

6

5] Mean -8.71e-17 Mean -2.70e-18

Median -0.014535 5 — Median -0.001087
“ Maximum 0.164983 4] Maximum 0.013709
3] ] Minimum -0.126598 Minimum -0.016471

Std.Dev. 0075173 34 Std.Dev.  0.007747
24 Skewness ~ 0.505379 2| | Skewness  0.195878
1 Kurtosis 2.376442 1 Kurtosis 2351231
0L — —— | Jarque-Bera  2.115681 R S S ! Jarque-Bera  0.861562
015 -0.10 -0.05 0.00 0.05 010 015 Probability  0.347205 0015 -0010 0005 0000 0005 0010 0015 | probability  0.650001
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?_ZaphaniahAkungaMaaka(2013), the relationship between liquidity risk and financial performance

of commercial banks in Kenya.

8 -Tom MungaiOuma (2015),Effects of liquidity risk onprofitability of commercial banks in

kenya,project the degree of master of science (finance), school of business of the university of Nairobi.

135—125 PP LG-_J,J_{J&}J,
231 o asidaad) U181 Blhes Alelid) 5id1((2000)aedtine Lkl e 5

Bl el pole 3 olgiS5mg bl (Bylie duslys Sgedl B3LaBYg WU B393 4 e Wby Ugdt b2 3y13) (2017)azsle L 6
32& Cdgla e

(lalllly Sl Sl A @I Jib 23U Slalgwl (b & ddpalt Dgdl pad 083¢(2014)nd) e 552 (s DT 7
il #0) https://www.asjp.cerist.dz/en/article/34428: Ll Led11-112 o oilss anlr i (02)07
(2017/11/20

8 Basel Committee on Banking Supervision (2008), Principles for sound liquidity risk management

and supervision, Bank for International Settlements, p3-4.
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