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Determinants of credit facilities at Jordanian commercial banks
(2000-2015)

Prepared by:
Daham Latif Daham

Supervised by:

Prof. Sulieman I. Al-Hawary

ABSTRACT

The aim of this study to identify the determinants of credit facilities at Jordanian
commercial banks, the factors affecting credit facilities represented by (inflation, the
size of the assets of the bank, interest rates and the volume of deposits) considered as
independent variables, the dependent variable was credit facilities for the period (2000-
2015). To seek results; the researcher used (Panel Data) and (Random Effect).

The study concluded that there is a significant statistical effect of the inflation,
the size of the assets of the bank, interest rates and the volume of deposits on the credit
facilities at Jordanian commercial banks . Also the researcher found a positive impact of
inflation rate on the credit facilities at Jordanian commercial banks , negative impact of
interest rate on the credit facilities at Jordanian commercial banks, and insignificant
impact of the size of assets and the volume of deposits on the credit facilities of
Jordanian commercial banks.

Accordingly; the researcher recommends the need of commercial banks
cooperation in exchanging information about customers to reduce credit risk to the
extent that maintains the confidentiality of depositors’ banking transactions at

commercial banks

Keywords: Credit Facilities, Commercial Banks, Jordan.
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ASST DEPO INTERST INF
-0.0037 -0.055 0.28 1 INF
0.067 -0.107 1 INTERST
-0.103 1 DEPO
1 ASST
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Dependent Variable: FAC
Date: 11/23/16 Time: 20:33
Sample: 2000 2015
Prob. t-Statistic Std. Error | Coefficient Variable
0.0000 18.01954 1239.016 22326.50 C
0.0000 4.712442 98.10057 462.2932 INF
0.0000 | -8.836461 225.1569 | -1989.590 INTR
0.0005 | -3.570639 1.53E-07 | -5.45E-07 ASST
0.1186 | -1.567858 9.83E-08 | -1.54E-07 DEPO
Cross-section fixed (dummy variables)
R-squared 0.383880
Adjusted R-squared 0.330880
F-statistic 7.243070
| Prob(F-statistic) 0.000000

EVIEWS clajie o alaieYU caalld) slae) (et jiuaal)

Hsdad) Y 7 dgal gl (V) s

| Dependent Variable: FAC

Method: Panel EGLS (Cross-section random effects)

Date: 11/23/16 Time: 20:35
Sample: 2000 2015
Prob. t-Statistic Std. Error | Coefficient Variable
0.0000 17.87390 1219.022 21788.67 C
0.0000 4.931691 97.92458 482.9338 INF
0.0000 -9.664399 221.2734 -2138.475 INTr
0.1852 -1.329417 6.33E-08 -8.42E-08 ASST
0.2723 -1.100940 9.44E-08 -1.04E-07 DEPO
Cross-section random
R-squared 0.339770
Adjusted R-squared 0.326432
Sum squared resid 4546.056
F-statistic 25.47384
| Prob(F-statistic) 0.000000
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Correlated Random Effects - Hausman Test

| Equation: Untitled

Test cross-section random effects

Prob.

Chi-Sq. d.f.

Chi-Sq. Statistic

Test Summary

1.0000

4

0.000000

Cross-section random

* Cross-section test variance is invalid. Hausman statistic set to zero.

** WARNING: estimated cross-section random effects variance is zero.

Cross-section random effects test comparisons:

Prob. Var(Diff.) Random Fixed Variable
0.0004 34.498152 482.933809 462.293188 INF
0.0003 | 1733.723813 -2138.474600 | -1989.590476 INTR
0.0009 0.000000 -0.000000 -0.000001 ASST
0.0654 0.000000 -0.000000 -0.000000 DEPO

Cross-section random effects test equation:
Dependent Variable: FAC
Method: Panel Least Squares
Date: 11/23/16 Time: 20:36
Sample: 2000 2015
Periods included: 16
Cross-sections included: 13
Total panel (unbalanced) observations: 203
Prob. t-Statistic Std. Error Coefficient Variable
0.0000 18.01954 1239.016 22326.50 C
0.0000 4712442 98.10057 462.2932 INF
0.0000 -8.836461 225.1569 -1989.590 INTR
0.0005 -3.570639 1.53E-07 -5.45E-07 ASST
0.1186 -1.567858 9.83E-08 -1.54E-07 DEPO
Effects Specification
Cross-section fixed (dummy variables)

11625.50 Mean dependent var 0.383880 | R-squared

5539.161 S.D. dependent var 0.330880 | Adjusted R-squared

19.75531 Akaike info criterion 4531.020 | S.E. of regression

20.03277 Schwarz criterion 3.82E+09 | Sum squared resid

19.86756 Hannan-Quinn criter. -1988.164 | Log likelihood

0.684442 Durbin-Watson stat 7.243070 | F-statistic

H 0.000000 | Prob(F-statistic)
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