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Abstract

The aim of this study to investigate the Lies im thifficulty of estimating the level of bank liguifg
that commercial banks must keep them that guarahteéulfilment of all its financial obligationgnd at the
same time enable them to maximize investments aofitgp The study tested the relationship betweankb
liquidity risk and performance in commercial bamkgordan.
Keywords: liquidity, performance, banking risk.

1. Introduction

Banking activity is distinct from another econonaictivities in diversity in products and services ,
banks as institutions, multi-product also featwadld of activity change and perpetual renewahether at the
level of the working mechanisms of internal ( fotmmaew funding , new services, new technologytc.. @ at
the level of the environment (new customers , eingrdinancial markets , new competitors ... etso)is
assessing the performance of banking institutisr@niessential process and necessary for the gatitin of the
bank's activities and to confront the changes amtircuing challenges.

There is no doubt that the objectives of the penforce appraisal process varies according to the
expectations of the beneficiaries from the perfaroeareports, as depositors focuses, for exampleawage
liquidity and the guarantee of deposits, while shatders cares indicators of profitability, whilark's
management Cares about ability of the bank to geogervices to clients without exposing depositomiey to
the unnecessary dangers. Regardless of the spetifectives for each beneficiary of these repotie
performance evaluation is "the process and malketsucheck out the resources available to the bzank have
been used in an efficient manner." More specificalie performance evaluation is: " a comprehenproeess
using all the data, accounting and others, to asbesfinancial situation of the bank, and detearfiow they
managed their resources through a period of tilaiea' strategic level, the performance evaluatioh dgagnosis
of the strengths and weaknesses, this diagnosisrimaes to construction and management decisions
formulation of scheme assets and liabilities oftthek." management schemes assets and liabilitigge ibanks
Focus on the areas of decision that directly aftectrelationship the return and dangers, this imziahip is
characterized by contradictory to the goals oftihek and of achieving the greatest return withallinfy into
the liquidity risk , or the risk of bankruptcy ooding the relationship with the depositors . Acaagty, the
decision areas that affect this relationship isniyain the areas of liquidity management , and stneent
policies , and the loans portfolio , managemenitahpnd commitments , and interest rate sensjtiviall of
which represent areas of risk management for tmk ba’he management of this relationship in anceffit
manner is the guarantee to continuation of the banlachieving its objectives. The evaluation ofsthi
administration performance reflecting the advandamed disadvantages of this administration andehelts of
the evaluation process form the base for judgiegorformance of the bank in the present and ifiutiuee.

2. Background and Literature Review
Profitability Indicators
Profit is the bottom line or ultimate performanesult showing the net effects of bank policies activities in a
financial year.

Its stability and growth trends are the best surgrmadicators of a bank's performance in both thet@and the
future. Profitability is usually measured by allgart of a set of financial ratios. Key indicatarslude the return
on average equity, which measures the rate ofrretarshareholder investment, and the return ortsasshich
measures the efficiency of use of the bank's piatlent
Other ratios measure the profitability of a bamdse business (e.g., margin ratios,( the contriouto profit of
various types of activities, the efficiency with iaih the bank operates, and the stability of itfifgoRatios are
observed over a period of time in order to deteofifability trends. An analysis of changes of wa$ ratios
over time reveals changes in bank policies andegfies and/or in its business environment.

Numerous factors may influence a bank's profitgbilin some cases, inflation may increase operativgts
faster than income. Marking the value of assetsnawket requires that unrealized gains are recodna=e
income since these gains are yet to be realized, this megptively affect the quality of earnings. Givére t
traditional narrow margin on which banks operatehange in the level of interest rates will triggbanges in
the gross profit percentage. Because banks areded by the high level of competition in the bagksector,
many have made significant investments in infrastme- related assets - especially with regardhtorimation
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technology- as part of their competition stratelgyestments such as these have both increaseavérhead
cost of banking and negatively affected profitatili

Viewed in the context of the financial items to wlinithey are related, operating ratios enable alystrta assess
the efficiency with which an institution generatesome. Industry efficiency norms facilitate a caripon

between individual banks and the banking systemeview of interest income in relation to loans addances
allows an analyst to determine the return on tla lassets. Similarly, a comparison of interest Bseg and
funding indicates the relative cost of funding. Sigrocess highlights the impact of monetary pobeythe

banking system and the effect that changes iniafficterest rates have on the profitability ofank.

The ratios can also be used in a broader contéw.cbst and revenue structure of the banking systembe
assessed by calculating and analyzing provisiohsaios and advances; interest margin to grosseisiténcome;
investment income to investments; and overheaddssgncome.
The value added by the banking system can be dietedny calculating net income after taxes in refato
total average assets (i.e., the return on aversggts) and net income after taxes in relation toeswequity (i.e.,
the return on equity).
Liquidity definition: Ability of a bank to meet financial obligation dsety come due in the short term without
disrupting the normal operation of the bank, MeaduWy: current ratio

CR=Current assets /Current liabilities
Basic indicator of short-term debt servicing and¢ash flow capacity. Indicates the extent to whichrent
assets, when liquidated, will cover current obligas.
Liquidity management
Liquidity management is a key banking function and an integral parttiod asset liability management
process.Most banking activity depends on a barklgyato provide liquidity to its customers. Mofihancial
transactions or commitments have implications fobamk's liquidity.Banks are particularly vulneratite
liquidity problems, on an institution-specific ld\and from a systemic/market viewpoint.
The source of deposits (who supplies the fundimglsato the volatility of funds, as some creditors more
sensitive to market and credit events than othHeigersification of funding sources and maturitiesables a
bank to avoid the vulnerability associated with tlemcentration of funding from a single source.Bhqgkidity
management policies should comprise a risk manage(®ecision-making) structure, a liquidity managsn
and funding strategy, a set of limits to liquidiigk exposures, and a set of procedures for lityigianning
under alternative scenarios, including crisis situres.

Liquidity Risk M anagement Techniques

The framework for liquidity risk management hasethraspects: measuring and managing net funding
requirements, market access, and contingency pignni

Forecasting possible future events is an essquaralof liquidity planning and risk management. Bmalysis of
net funding requirements involves the constructiba maturity ladder and the calculation of the aolative net
excess or deficit of funds on selected dates. Bahksld regularly estimate their expected cashdlowtead of
focusing only on the contractual periods duringakihtash may flow in or out. For example, cash outfl can
be ranked by the date on which liabilities fall dbg the earliest date a liability holder can eisrcan early
repayment option, or by the earliest date thatingencies can be called.

An evaluation of whether or not a bank is suffitigrdiquid depends on the behavior of cash flowslem
different conditions. Liquidity risk management ratiserefore involve various scenarios. The "goingazrn”
scenario has established a benchmark for balare-sélated cash flows during the normal courseusfiness.
This scenario is ordinarily applied to the manageinod a bank's use of deposits. A second scenaldtes to a
bank's liquidity in a crisis situation when a sfigant part of its liabilities cannot be rolled over replaced -
implying contraction of the bank's balance shegis Bcenario relates to many existing liquidityulagions or
supervisory liquidity measures.

A third scenario refers to general market crisdsengin liquidity is affected in the entire bankisgstem, or at
least in a significant part of it.

Liquidity management under this scenario is pradit@n credit quality, with significant differencesfunding
access existing among banks. From the perspectiligudity management, an implicit assumption dam
made that the central bank will ensure accessrtdiffig in some form.

The central bank in fact has a vested interestudying this scenario because of the need it wotgdite for a
total liquidity buffer for the banking sector, afokr a workable means of spreading the burden afidity
problems among the major banks.

Literature Review

1. The Al-Zubi and Balloul (2005)
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The study tested the relationship between marketepcand cost efficiency and performance of
Jordanian commercial banks for the period from 1892002. The SFA used in the study according & th
Cobb-Douglas function to estimate the cost efficiepoints. The results of the study to the inapibf the
variable cost efficient to explain the performamndghe Jordanian commercial banks, where the natisttal
relationship with performance measures for banks.

2. Kour and Fayoumi (2007)

This Study has assessed the inefficiencies atethed bf cost and profit (standard and alternatfee)
commercial banks of Jordan, using the method ofribigion Free Approach (DFA) in accordance witke th
function Cobb-Douglas and tests their relationshiihh the banks. Where the results are in favorashpgetition,
and picked up the efficiency of the relationshighwihe profit performance is relatively strong, agale an
overview of the performance of the banks and thel$eof efficiency.

3. Idries Al-Jarrah and Philip Molyneux (2007)

The aim of this study to investigate the levelgfiiciency of banks in Jordan, Egypt, Saudi Aradnia
Bahrain during the period from 1992 to 2000. And tise method in which the curve flex Fourier-fldilgFf)
and the results of the study indicate that theayelevels of cost efficiency was in the rangepgdraximately
95%, and the average profit efficiency standard altelnative profit was up 66% and 57%, respedctivéhe
results also indicated that the Jordanian Islaraitkb are less efficient at the level of cost aradipr
4. Al-Kour study (2008)

This study was aimed to esrtimate the inefficiencie traditional commercial banks and Islamic
Jordanian (fifteen banks) and for the period fro8®3 to 2006, using the translog function and metbbd
reducing Fortuitous parametric (SFA). The studwlitssshowed the presence of severe deviations dqotimal,
and a decrease in the levels of cost efficiency gnodit efficiency and alternative standard. Theulfes also
show the enjoyment of Islamic banks with high levef efficiency gain, but it is far from optimal thirespect to
efficient cost, which may be due to legislation &ds that oblige them to maintain high levelsigbidity, due
to lack of financial instruments, short-term twinstween liquidity and profitability in line with éhlaw Islamic.

5. Adnan Shaher study (2004)

This study aims to help Jordanian banks to apmhbtbst practices regarding liquidity risk managemen
through activating the proposed principles of lidjtyi management recommended by basil committee sy
tried to identify the degree of commitment by Jaiida banks, and answering the research problengstiquns.
The study concludes and recommends that banksdhawke general framework to manage liquidity rigkl a
develop strategy, policies, and practices and sheyld have proper instruments to measure, foléowl, control
liquidity risk. Jordanian banks should publicly d@se information on a regular basis that enablesket
participants to make judgment about the soundnetiseo liquidity risk management framework anduidity
position. Supervisors should also regularly perfaroomprehensive assessment of a bank’s overaildlity risk
management framework and liquidity position to deiae whether they deliver an adequate level dfieese
to liquidity stress given the bank’s role in thedincial system.

6. Evan gatev and Til Schuermann and Philip Ealftn (2007)

Liquidity risk in banking has been attributed tartsactions deposits and their potential to spark ar
panics. We show instead that transactions depdwtp banks hedge liquidity risk from unused loan
commitments. Bank stock-return volatility increaseish unused commitments, but only for banks wibkv|
levels of transactions deposits. This deposit-legdiedge becomes more powerful during periods gift ti
liquidity, when nervous investors move funds int®it banks. Our results reverse the standard naifon
liquidity risk at banks, where runs from deposithesl been seen as the cause of trouble.

7. Douglas W. Diamond, Raghuram G. Rajan (1999)

Both investors and borrowers are concerned abquidity. Investors desire liquidity because theg ar
uncertain about when they will want to eliminateithholding of a financial asset. Borrowers are cawned
about liquidity because they are uncertain aboeir thbility to continue to attract or retain fundinrBecause
borrowers typically cannot repay investors on demanvestors will require a premium or significargntrol
rights when they lend to borrowers directly, as pensation for the illiquidity investors will be gabt to. We
argue that banks can resolve these liquidity probl¢hat arise in direct lending. Banks enable dégrssto
withdraw at low cost, as well as buffer firms frahe liquidity needs of their investors. We show liaek has to
have a fragile capital structure, subject to bamhksy in order to perform these functions. Far frioging an
aberration to be regulated away, the funding afuld loans by a bank with volatile demand depossts
rationalized in the context of the functions it fjpems. This model can be used to investigate ingmbrissues
such as narrow banking and bank capital requiresnent
3. Resear ch M ethodology

Problem of the study
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Lies in the difficulty of estimating the level ofbk liquidity that commercial banks must keep them
that guarantee the fulfillment of all its financiabligations, and at the same time enable them dgimize
investments and profits.

Resear ch hypothesizes
The main hypothesis:
Ho: No statistically significant effect for liquiditgn the performance of Jordanian banks.

Sub-hypothesizes:

Hoi: No statistically significant effect for Loan-degipratio (LTD) on the rate of return on equity
(ROE) in Jordanian banks.

Ho: No statistically significant effect for Loan-depbsatio (LTD) on therate of return on investment
(RQI) in Jordanian banks.

Hos: No statistically significant effect for currenatio on the rate of return on equity (ROE) in
Jordanian banks.

Hu: No statistically significant effect for currerditio on the rate of return on investment (ROI) in
Jordanian banks.

4. Resear ch model

We will consider in this research performance aadgrmance indicators as (rate of return on invesiimthe
rate of return on equity) as the dependent variafliteer liquidity or liquidity indicators will be ansidered as
independent variables.

Liquidity N Performance

Current ratio RO

v

Loans to deposits ratio ROE

Performance

We will use tow indicator (rate of return on inwesint and rate of return on equity) to measure the
performance of the banks.

Rate of return on investment
This rate measures the extent of profitability aghd by the bank to invest its assets in its varamtivities. So-
called-dropped the rate of return on total assatd,is calculated the rate of return on investrbgrdividing net
income (net profit after tax) on total assets,dloWws:

ROI = Net profit after taxes / assets

Rate of return on equity
Is calculated rate of return on equity by dividingt income (net profit after tax) on capital prapdproperty
rights), and this means that this rate measuresxtemt of management efficiency in the use of bankls, and
generating profits, and can be expressed in thésamfollows:

ROE = Net profit after taxes / equity

Liquidity: Liquidity means the overall economic sense: the eyosupply (M2), consisting of cash,
demand deposits (M1), in addition to Fixed Depogitscording to this definition, graduated foreigepdsits of
non-residents of the concept of liquidity destroati
The liquidity of the banking system, it means: tliference between the resources available to himd, the
money used in various types of assets, within #iarze imposed by the banking assets acceptedarties are
in a state of abundance of liquidity, when the ¢ funds in excess of the bank's ability to leantd the limits
of the investment balanced in other budget linesare forced to invest these surpluses within diqagsets, such
as securities, or in the form of balances with Isaok even idle balances with the Central Bank.
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Current ratio
We will usecurrent ratio to measure liquidity in the banks.
The current ratio is a popular financial ratio ugedtest a bank's liquidity (also referred to as durrent or
working capital position) by deriving the proportiof current assets available to cover currentlisds.

The concept behind this ratio is to ascertain wéreth company's short-term assets (cash, cash éntsja
marketable securities, receivables and inventary)readily available to pay off its short-term liglkes (notes
payable, current portion of term debt, payablesrum expenses and taxes). In theory, the higleecuhrent
ratio, the better.

CR=Current assets /Current liabilities
Loan-To-Deposit Ratio- LTD
A commonly used statistic for assessing a bandgsdity by dividing the banks total loans by itsaiodeposits.
This number, also known as the LTD ratio, is expedsas a percentage. If the ratio is too high,eams that
banks might not have enough liquidity to cover anjoreseen fund requirements; if the ratio is w, lbanks
may not be earning as much as they could be.
L TD=Loans/Deposits
6. The community and study sample
The community of study is the banking system irddarthat consists of 23 banks
Table (1): Arranging banksin Jordan by total facilities for 2007

Bank Ranking 2007 Facilities (millions dinars)
Arab Bank 1 2089.00
Housing Bank for Trade and2 1590.40
Finance

Jordan Kuwait Bank 3 979.00
Bank of Jordan 4 695.30
Jordan Islamic Bank 5 692.36
Jordan Ahli Bank JAB 6 662.37
Rafidain Bank 7 508.53
Cairo Amman Bank 8 496.67
Capital bank 9 489.30
Bank Aletihad 10 455,50
Jordan Investment&FinanceBanki1l 311.36
Islamic International Arab Bank 12 306.00
PLC

HSBC bank 13 298.12
Arab Banking Corporation 14 252.00
Arab Jordanlnvestment bank 15 235.00
Bank Audi 16 189.00
Standard Chartered 17 181.16
Egyptian Arab Land Bank 18 164.12
Society General 19 154.69
Blom bank 20 120.00
Jordan Commercial Bank 21 99.00
National Bank of Kuwait 22 79.20
Citibank N.A. 23 46.10
Total 11094.27

Source: Association of Banksin Jordan.
The sample of study is:
Arab bank
Housing Bank for Trade and Finance
Justification for the choice of the two banks bessathey give the highest in the facilities in Jordad
them the biggest two bank in Jordan.
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Statistical methods used to test the resear ch hypotheses (regression analysis

Regression analysis: is a statistical process for estimating the refeships among variables. It includes many
techniques for modeling and analyzing several Bteg® when the focus is on the relationship between
a dependent variable and one or more independeiatbies. More specifically, regression analysisphebne
understand how the typical value of the dependangble (or 'Criterion Variable') changes when ang of the
independent variables is varied, while the othdependent variables are held fixed. Most commanrlyression
analysis estimates the conditional expectatiomefdependent variable given the independent vasabthat is,
the average value of the dependent variable whemtlependent variables are fixed. Less commohé/facus
is on a quantile, or other location parameter ef ¢bnditional distribution of the dependent vasapiven the
independent variables. In all cases, the estimatawget is a function of the independent varialdeded
theregression function. In regression analysis, it is also of interestharacterize the variation of the dependent
variable around the regression function which canléscribed by a probability distribution.
7.Test of research hypotheses
We will test the hypotheses by regression analstording to the following equatiop = a + b(x)
Will accept an error rate less than (5%)

1. Test theeffect of current ratio (CR) on return on investment (ROI)

Table (2): Current ratio 2008-2012
Arab bank(1000s JDs)

current ratio current liabilities current assets year
1.157207368 19171048 22184878 2008
1.174573129 19298285 22667247 2009
1.17081124 19532813 22869237 2010
1.16477434 20107961 23421237 2011
1.166392315 20036905 23370892 2012

Housing Bank for Trade and Finance(JDs)

current ratio current liabilities current assets year
1.169064666 4519566069 5283664999 2008
1.154799202 5123864965 5917035175 2009
1.144099126 5655732177 6470718243 2010
1.137037022 5889334069 6696390870 2011
1.130849852 6044962647 6835945114 2012

Source

: annual reports

Table (3): (ROI) for Arab bank 2008-2012

ROI Net profit after taxes assets year
360,174 22,751,002

0.015831127 2008
250,039 23,099,491

0.010824438 2009
145,085 23,319,408

0.006221642 2010
263,001 23,921,485

0.010994343 2011
261,341 23,912,416

0.010929092 2012

Source: annual reports
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Table (6): (ROI) for Housing Bank for Trade anda&fioe 2008-2012

ROI Net profit after taxes assets year
101,322.75 5,430,579.04

0.018657816 2008

0.010929198 66,562.51 6,090,337.74 2009

0.01323978 88,437.24 6,679,660.44 2010
100,002.30 6,937,969.69

0.01441377 2011
94,064.33 7,091,627.61

0.013264139 2012

Source: annual reports

Regression equation for CR and ROI (Arab bank):

Intercept (a) = 0.462326518
Slope (b) = -0.386857287

y =0.462326518 -0.386857287(x)
ROI=0.462326518-0.386857287(CR)
When CR=0, ROI=0.462326518
When CR=1, ROI=0.075469231
R?=0.559717812 that means the change in ROl iS9UBBB12 resulting from the change in CR
Regression equation for CR and ROI (Housing BanK fade and Finance):

Intercept (a) =-0.096985789
Slope (b) = 0.096835458

y =-0.096985789 +0.096835458(x)
R10=-0.096985789 +0.096835458(CR)
When CR=0, ROI=-0.096985789
When CR=1, ROI=-0.000150331
R?=0.265404906 that means the change in ROI is 0B85 resulting from the change in CR
Correlation between CR and ROI

Correlation between CR and ROI in Arab bank is:

-0.748142909 that mean correlation is strong dmedrelationship between CR and ROIreverse

(when CR Increases, the ROI well decrease).
Error rate:5.22708E-10, it is very less than (5k&X tmeans the correlation between CR and ROl Is rea
Correlation between CR and ROI in Housing Bank Toade and Finance is 0.515174637
relationship between CR and ROI isdirect (when @dRdases, the ROI well increase).
Error rate:2.70425E-09, it is very less than (5B8)Y imeans the correlation between CR and ROI Is rea

2. Test the effect of current ratio (CR) on return on equity (ROE)

Table (4): (ROE) for Arab bank 2008-2012

ROE Net profit after taxes equity year
360,174 3,579,954

0.100608555 2008
250,039 3,801,206

0.065778861 2009
145,085 3,786,595

0.038315426 2010
263,001 3,813,524

0.068965345 2011
261,341 3,875,511

0.067433946 2012

Source: annual reports
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Table (5): (ROE) for Housing Bank for Trade anddfioe 2008-2012

ROE Net profit after taxes equity year
0.106279313 101,322.75 953,362.82 2008
0.063887106 66,562.51 1,041,877.05 2009
0.078420804 88,437.24 1,127,726.74 2010
0.086311101 100,002.30 1,158,626.15 2011
0.089870529 94,064.33 1,046,664.96 2012

Source: annual reports
Regression equation for CR and ROE (Arab bank):
Intercept (a) = 3.112319814
Slope (b) = -2.609037934
y = 3.112319814-2.609037934 (x)
ROI=3.112319814-2.609037934 (CR)
When CR=0, ROE=3.112319814
When CR=1, ROE=0.50328188
R?=0.603035605 that means the change in ROE is 035885 resulting from the change in CR
Regression equation for CR and ROE (Housing BanKifade and Finance):
Intercept (a) =-0.205909643
Slope (b) = 0.253548663
y =-0.205909643+0.253548663 (X)
ROE=-0.205909643+0.253548663(CR)
When CR=0, ROE=-0.205909643
When CR=1, ROE=0.4763902
R?=0.060881187 that means the change in ROE is 0818®7 resulting from the change in CR
Correlation between CR and ROE
Correlation between CR and ROE in Arab bank is:
- 0.776553672 that mean correlation is strong &edrélationship between CR and ROE éger se (when CR
Increases, the ROE well decrease).
Error rate:4.7082E-08, it is very less than (5% tineans the correlation between CR and ROE is real
Correlation between CR and ROE in Housing BankTfaide and Finance is 0.246741134 that mean the
relationship between CR and ROE is direct (whenir@Reases, the ROE well increase).
Error rate:1.18541E-08, it is very less than (5B8} imeans the correlation between CR and ROEis rea
Test the effect of Loan-To-Deposit Ratio (LTD) on return on investment (ROI)
Table (6): (LTD) for Arab bank 2008-2012

LTD year
0.7167 2008
0.668 2009

0.623 2010
0.599 2011
0.572 2012

Source: annual reports
Table (7): (LTD) for Housing Bank for Trade and &iirtce 2008-2012

LTD year

0.622048 | 2008
0.534624 | 2009
0.509317 | 2010
0.517615 | 2011
0.567757 | 2012

Source: annual reports

Regression equation for LTD and ROI (Arab bank):
Intercept (a) = -0.010813508
Slope (b) =0.034249278
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y=-0.010813508+0.034249278(x)

ROI=-0.010813508+0.034249278(LTD)

When LTD=0, ROI=-0.010813508

When LTD=1, ROI=0.02343577

R?=0.334385638 that means the change in ROl is 0&B8B resulting from the change in LTD

Regression equation for LTD and ROI (Housing BanKTfrade and Finance):

Intercept (a) =-0.011120517

Slope (b) =0.04583451

y=-0.011120517+0.04583451(x)

ROI=-0.011120517+0.04583451(LTD)

When LTD=0, ROI=-0.011120517

When LTD=1, ROI=0.034713993

R?=0.54824314 that means the change in ROI is 0.5W24esulting from the change in LTD

Correlation between LTD and ROI
Correlation between LTD and ROI in Arab bank is78260873 that mean the relationship between
LTD and ROI is direct (when LTD increases, the Rell increase).

Error rate:7.38607E-06, it is very less than (5B8X imeans the correlation between LTD and ROlak re

Correlation between LTD and ROI in Housing BankToade and Finance is 0.740434426 that mean the
relationship between LTD and ROl is direct (wherCLificreases, the ROl well increase).
Error rate:5.33879E-06, it is very less than (5B&f imeans the correlation between LTD and ROldk re

3. Test the effect of Loan-To-Deposit Ratio (LTD) on return on investment (ROE)

Regression equation for LTD and ROE (Arab bank):
Intercept (a) = -0.074041272
Slope (b) =0.223773396
y=-0.074041272+0.223773396 (X)
ROE=-0.074041272+0.223773396 (LTD)
When LTD=0, ROE=-0.074041272
When LTD=1, ROE=0.149732124

R?=0.338124227 that means the change in ROE is 0B@&T resulting from the change in LTD
Regression equation for LTD and ROE (Housing BamKifade and Finance):
Intercept (a) =-0.056390635
Slope (b) =0.256862694
y=-0.056390635+0.256862694 (X)
ROE=-0.056390635+0.256862694 (x)
When LTD=0, ROE=-0.056390635
When LTD=1, ROE=0.200472059
R?=0.576116636 that means the change in ROE is 01%B&b resulting from the change in LTD
Correlation between LTD and ROE
Correlation between LTD and ROE in Arab bank is30484503 that mean the relationship between LTD and
ROE is direct (when LTD increases, the ROE weltéase).
Error rate:6.09621E-06, it is very less than (58} imeans the correlation between LTD and ROEaik re
Correlation between LTD and ROE in Housing BankTaade and Finance is 0.759023475that mean the
relationship between LTD and ROl is direct (wherCLificreases, the ROE well increase).
Error rate:4.08744E-06, it is very less than (5B8)} imeans the correlation between LTD and ROEaik re
Conclusions
This study investigates the causes of liquidityk rend the relationship between bank liquidity riskd
performance for 2 banks over the period 2008-200h2. model is estimated through fixed effects regjan. In
the bank liquidity risk and performance model, wegard liquidity risk as an endogenous determinértaok
performance, and apply panel data instrumentahkbes regression to estimate this model.
During the test of the correlation coefficient @Relgression analyze and test hypotheses of the stadihed the
following conclusions:

1. There is statistically significant effect for Lodeposit ratio (LTD) on the rate of return on equity

(ROE) in Jordanian banks, and the relationship eetaLTD and ROI is direct.
2. There is statistically significant effect for Lodeposit ratio (LTD) on therate of return on invesim

(ROI) in Jordanian banks and the relationship betweTD and ROI is direct.
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3. There is statistically significant effect for cent ratio (CR) on the rate of return on equity (RQE
Jordanian banks.

4. There is statistically significant effect for cunteatio (CR) on the rate of return on investmé&®() in
Jordanian banks.

Will reject the main hypothesis and accept theradtive hypothesis:
H,: there is statistically significant effect for imlity on the performance of Jordanian banks.
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