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Abstract 

Testing the Effect of Financial Ratios and Economic Factors on the 

Market Value in the Jordanian Commercial Banks 

Prepared by: 

Basem Ziad Yousef Awawdeh 

Supervised by: 

Kahtan Al- Samarrai 

This study aimed to test the effect of financial ratios and economic factors 

on the financial performance of the Jordanian commercial banks, the study's 

analytical approach adopted an empirical study based on financial ratios and 

economic variables to test and measure the impact of financial ratios and 

economic variables on the market value, and to study the impact between 

the independent and dependent variables. To achieve the objective of the 

study we used the financial statements for all Jordanian commercial banks 

which are thirteen banks, for the period from 2001-2013, and has data 

processing using simple and multiple regression analysis to test the effect of 

the independent variable on the dependent variable through the use of SPSS 

software. 

The study found a number of results, including: the presence of the impact 

of statistically significant financial ratios (debt, net interest margin, liquid 

assets, deposits) on the market value of Jordanian commercial banks at the 

significant level of (α ≤ 0.05), as well the existence of a significant effect of 

statistical economic factors (GDP and the inflation rate) on the market value 

of Jordanian commercial banks at the significant level of (α ≤ 0.05). 
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The study recommended the need to focus on generating revenue through 

the lending process more than other activities, Kalamolat and documentary 

credits, in order to increase confidence in the ability of the bank to generate 

revenue through the primary activity, and an increased focus on investment 

of liquid assets held by the bank, to reduce the opportunity cost and increase 

the volume of investments and strengthen the financial position of the bank. 

It also recommended an increase of banks' interest in running its available 

financial resources through deposits, and expand the lending department to 

exploit the available deposits at the bank without increasing credit risks that 

it may be exposed to through the allocation of lending policy of the deposit 

funds to ensure the minimum of these risks, as well as to exploit investment 

opportunities adopted by the bank, and the introduction of new banking 

services to increase the market share of the bank, especially in periods of a 

boom in the economy. 
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