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A Proposed Model for Measuring and Analyzing the Effect of
Performance Evaluation Methods on the Market Value for the
Commercial Banks in Jordan in Light of the International

Experience and the Jordanian Economic Situation

Prepared by
Abdullah Salah Hardan
Supervised by

Dr. Muhammad Abdulfattah Alashmawee

ABSTRACT

This study examines the effect of accounting indicators
and economic value-added (EVA) indicator on the market value
of thirteen commercial banks listed at Amman Stock Exchange
(ASE). The proposed method aims to build up a model that would
be able to evaluate the performance of these banks in order to
improve investment decisions and thus influence the share prices
of these banks.

The study, which was conducted during the period from 2001-

2007, depends on analyzing the financial reports of these banks.

To test the hypotheses, that have been employed in this model, a
set of statistical methods has been applied. The latter includes:
variance analysis , correlation analysis, discriminant analysis,

logistic regression, and factor analysis.
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The main results of this study can be summarized as follows:

1) The impact of both the accounting indicators and EVA
indicator on the market value of commercial banks is a
fact. However , the study found that each one of them is
unable by itself to interpret the change in the market value
of banks, since they both have the same effect on the
market value of the commercial banks.

2) The results showed different explanatory power of
accounting an EVA indicators to interpret the change in
the market value of commercial banks. As a result,
the indicators have been
categorized into groups according to the connection among
these variables in addition to their influence on the market
value of commercial banks.

3) The study established a model that can be relied upon, with
a high degree of confidence, to interpret the change in
market value of banks. The proposed model composed of
four factors each of them contains high-correlated
indicators. The latter should be treated as one package and

does not deal with each indicator in the model separately.
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In the light of the study's findings, and in order to assess the
actual banking performance, the researcher proposes the need
to apply the model employed in the thesis to assess the actual
banking performance from the investors , the Central Bank of
Jordan as a part of banking assessment and working banks
. Adopting this model by working banks helps them in strategic
planning, improves their performance and enhances their

competitive position.
At last, and in order to expand banking studies in future,

this study suggests the inclusion of other variables to identify more

factors that affect the market value of banks.
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