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Abstract

The political crisis happened in the Middle Eastl atill continues in some countries affected iteresmic
indicators. Due to the importance of banks in evagnomy, this study examines the impact of palit@isis
and bank internal factors on financial performaat&1 banks in Bahrain, Egypt, Syria and Yemenrythe
period 2004 — 2014 using financial ratio analysishhique. The effect of political crisis on bankfpemance is
negative. The findings also state that financiafggenance of selected countries’ banks is affegtesitively by
capital adequacy, bank size, asset managementpendting efficiency. On the other hand, the factdreredit
risk, asset quality and overheads have a negatiygadt on this performance. However, the ratios of
management quality, capital ratio, cost to incomor deposits and liquidity have no significantpawt on
ROAA.
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1. Introduction

The term that called “Arab Spring” is used to essréhe political crisis happening in the Middle EEamuntries
started on December 2010 in Tunisia and expandedighout the other Arab countries. It includes bl
protests and demonstrations against current pallitiegimes, in addition to war and armed conflitctsome
countries such as Syria which is considered, a@ogrtb the Global Peace Index (GPI) Report whicls wa
published by Institute for Economics and Peacelit¥? as the most dangerous country in the worle. hajor
events happened in 7 countries namely; Bahraig, Egypt, Libya, Syria, Tunisia and Yemen.

The claim that this period is “spring” is not truecan be called “winter” especially for econontiy.
affected these countries’ economies in differenysvdn Tunisia, for instance, banks’ performancerdased,
inflation rate increased. In Egypt, real Gross DstigeProduct (GDP) dropped down and stock markéieva
declined about 15% (IMF, 2014).

Generally, the banking system is the main nerveclwhégulates the economic and social life cycle in
different economies, and it is one of the most ingu economic and social development indicatotse T
developed economic system must have a sophistidaaking system which Contributes in the process of
achieving economic balance, and encourages investamivities through its facilities and guarante&s
addition, the sophisticated banking system hagh potential to attract domestic and foreign saviagd use it
to support economic stability and development.

The way to know the soundness of bank and othensfis to measure its financial performance. To
achieve that banks and financial institutions usarfcial ratio analysis (Avkiran, 1995) depending set of
ratios that help to analyze and compare finanagfopmance among them and evaluate the efficiefiang
business. This approach gives a simple interpogtaabout the bank’s performance in comparison witter
periods and helps to improve its management pednom (Lin et al., 2005). The current study testsithpact
of the Political crisis and other factors on finahgerformance of banks using data from Bahragyg, Syria
and Yemen during the period 2004- 2014.

The current study is organized as follow: the meadtion following the introduction discusses the
literature review. In the third section, methodglagf the study is discussed. The fourth sectiorvigles data
analysis and discussion.

2. Literature Review
Many researchers investigated factors affectingrfaial performance of banks. Bashir (2003) examivek’s
characteristics affecting profitability of 14 Islambanks in 8 countries in the Middle East (Bahratgypt,
Jordan, Kuwait, Qatar, Sudan, Turkey and U.A.Ejrdui993- 1998. He found a direct effect for capétad
loans variables on bank’s profits measured by RRAE and Before Tax Profit (BTF). Also there areipos
relations between overhead ratios and dependeiables.

Halkos & Salamouris (2004) evaluated the profifabibdf Greek banks over the years 1997 to 1999. it
is found that banks differ from each others acaaydp its performance. It is also found that baizle $ias a
direct impact on bank performance and this relaitsonot exist between ownership and performanceawiaeh
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(2006) used ROA and NIM ratios to rank Omani bainés11999 to 2003. also the study examined the tffet:
banks size, assets management and operating efficen these ratios. The results showed positilaioas
between dependent and independent variables.

Kumbirai & Webb (2010) used financial ratio anatysd evaluate the financial performance of South
African commercial banks. The ratios of profitatyililiquidity and credit risk were measured fron036 2009.
The banks’ performance showed some improvemenisgltine first three years of the study. But, dught®
financial crisis, the performance started to declim 2008 and 2009. the results indicated thatptiofitability
performance was better before the financial casid no significance difference according to liqyyigind credit
risk performance.

Gul, Irshad, & Zaman (2011) aimed to examine facaffecting profitability of 15 commercial banks
in Pakistan during the period 2005- 2009. They ébtirat bank size has a positive relation with ROW 8OE
and has a negative impact on NIM. Deposits andsl@atios also have the same effect on dependeiatbles.
The study found that capital ratio has a negativesict on all dependent variables.

Ramadan, Kilani, & Kaddumi (2011) tested the relatbetween external and internal determinants
and bank’s profitability in Jordan. Data were coléal from 10 Jordanian banks for the period 20@1-02 The
results presented a positive effect for capitalqadey and assets composition on ROA. While onlyitabp
adequacy has direct impact on ROE. On the othed,haedit risk and overhead ratios have reverseaainpn
ROA and insignificant effect on ROE. Moreover, baike has no effect neither on ROA nor ROE. Almiazar
(2011) aimed to evaluate the bank’s performance dassify the selected Jordanian banks accordinipeo
performance measurement for the period 2005- 2Q139. the study tried to find out the factors affagtbank’s
performance. The study found that ROA is affectesitprely by asset management and negatively bk s&ae
and operating efficiency.

Mirzaei & Mirzaei (2011) investigated the internaind external factors affecting financial
performance, measured by ROAA and ROAE, of 175 sdrmkm 12 Middle East countries, over the period
1999- 2008 using the Generalized Method of Momé@GigM) model. The findings refer to positive relat®
between profitability indicators and capital ratidlso the study found negative relations betweenkba
financial performance and credit risk, liquidityffieiency and inflation factors. Moreover, loan total assets
and bank size ratios have no effect on banks’ ofi

Jha & Hui (2012) studied the effect of ownershipaiure and other factors on financial performance
of Nepali commercial banks over period 2005- 204idgi CAMEL approach. The study found that the satid
capital adequacy and management efficiency hawerse impact on ROA. This impact is positive vtk
ratio of earnings.

Ani et al (2012) aimed to examine factors affectumgfitability of 15 Nigerian banks during the pedi
2010- 2012. The study concluded that capital adegaad assets composition have the major and pesiti
impact on bank profitability (ROA) in Nigeria. Whess, the size of bank has a negative impact on FBYafri
(2012) aimed to observe a set of variables that naag effect on bank’s profitability in Indonesa the period
2002- 2011. ROA was used a proxy of profitabilitthe results found that ROA is directly affected dvgdit
risk, capital adequacy and total loans to totab@stctors. On the other hand, bank size, inflaéiod operating
efficiency have negative effects. However, ROAtiaffected by non interest income.

Alkhatib (2012) studied the financial performanddisted Palestinian banks over 2005- 2010 and the
factors that have impact on it. The study used Rf#ge to book value of equity and economic valddeal
(EVA) as proxies of financial performance. The stuevealed that bank size has a strong positivecefin all
dependent variables. The same thing with the mitiasset management, but with a weak impact. Maeov
credit risk and operating efficiency ratios haveyatévze impact on all dependent variable expect itnesk
which has a strong positive correlation with EVA.

ALMUMANI (2013) tested the performance efficiency &audi banks 2007- 2011 using data
envelopment analysis technique. The study revehkdanks are financially efficient and its penfiance has a
negative relation with bank size, capital adequatip and efficiency.

Ameur & Mhiri (2013) investigated the explanatoactfors of 10 commercial banks in Tunisia during
1998-2011. The outcomes of this study concludetithak size and operating efficiency have negatiations
with the dependent variables (ROA, ROE, and NIM)t Bon- performing loans to total loans ratio aagital
ratio have positive impact on bank’s performancpeex the relation between ROE and capital ratiachis
negative. The results also showed that bank owipetss a positive effect on bank’s profitabilitydaprivate
banks seemed to make more profit the public ones.

Ongore & Kusa (2013) analyzed the determinatingofacof financial performance in Kenya during
2000- 2010. They used data from 37 commercial banksapplied the multiple regression model. Theltes
found that capital adequacy ratio, asset quality management efficiency factors have significaféa$ on
bank’s performance in Kenya.

Abdelbaki (2013) examined the impact of Egyptiovolation as a part of “Arab spring” and
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instability in politics and economy and other fast@n the performance of stock market exchangegypt
durnig period 23-3-2011 to 30-11-2011. He foundt thH factors affect market performance negatively.
However, political instability is the most importafactor and has more impact on market performahaea
economic instability and exchange rate as an extewattor.

Shah & Jan (2014) examined the profitability ofvate commercial banks in Pakistan and its relation
with selected factors. The study covered the pe2iaf@b- 2010 of the best Pakistani private banksfandd that
bank size affects ROA negatively and NIM positivalyhile operating efficiency has a negative impattoth
performance indicators. Moreover, there is a direlzttion between asset management and ROA, thitsoreis
negative with NIM.

Al-Jafari & Alchami (2014) examined the internaldagxternal factors affecting financial performance,
measured by ROAA and ROAE, of 17 banks in Syriar ¢hre period 2004- 2011 using the Generalized Mtho
of Moments (GMM) model. The results revealed th@AR is affected negatively by GDP, credit risk and
liquidity ratios and positively by banks size anmgemating efficiency. While there are no effectsRBAA by
inflation and capital ratios. On the other hand A&Qs affected positively by inflation and negatiwéy GDP
and credit risk ratios.

Ali (2014) examied political and economic changed.ibya, Egypt, Tunisia and Yemen after “Arab
spring”. He found that economic growth dropped leetv 2010 and 2011 in all countries except Libyactvhi
depends on oil in its economy. However, Yemen medra negtive growth in 2011.

Ghosh (2015) studied the impact of political transi on the performance of 102 Arab banks in 12
Arab countries during 2000- 2012. The results cdeduthat “Arab spring” affected bank’s performantérab
countries by decreasing profitability (ROA) andsiag risk (Z-score). It is found also that the pemiance of
Islamic banks are not affected as much as traditibanks.

Owusu-Antwi et al (2015) tested the determinant&béna’s bank performance for the period 1988-
2011 using Economic Value Added (EVA) model. Stitéd analysis showed strong and positive relations
between dependent variables (EVA and ROA) and egptey factors namely: cost to income ratio, lidpyid
bank size and net loans to total assets ratio. Meryanacroeconomics factors (inflation and unempplemt)
don’t seem to affect bank’s performance in Ghana.

This study will use Return on Average Assets (ROAA&)an indicator of financial performance of
banks, and will use a set of internal factors tha studied before namely: asset management, haek s
deposits, capital adequacy, operating efficienognsé, credit risk, overheads, management qualityligaidity
ratios to examine its effect on profitability of IRical crisis countries’ banks during 2004- 2014 additation to
a dummy variable Called “criss” to express the iotpaf political crisis in the Middle East on thendincial
performance of banks in selected countries.

3. Methodology
The relevant literature was reviewed in the presi@ection. This section discusses research metmpgol
aspects.

3.1 Data Collection

This study uses a secondary data to test the mDdéh were collected from bank scope database whieh
world banking information source. Some ratios halready done by database, but other ratios nedak to
transformed into the ratios defined in table 3.

The aim of this study is to investigate the factaffecting financial performance of banks in four
countries, which are: Bahrain, Egypt, Syria and ¥amThe number of banks that have detailed fin&ncia
statements on Bank Scope database is 114 banksnishmg values are excluded from the populaticsh ttie
outliers of each variable also excluded. The fsmiple includes 61 banks with 309 bank-year obtens
The distribution of sample by country is descriloethble 1.

Table 1: Thedistribution of sample by country

Country No. of Banks No. of Observations Per centage

Bahrain 15 84 27.18%
Egypt 25 112 36.25%
Syria 14 76 24.60%

Yemen 7 37 11.97%
Total 61 309 100%

Table 2 provides a summary statistics of variabiethe sample. The current study used ROAA ratio
as a proxy of bank’s financial performance. Meali@af ROAA is 1.43% with 911 observations, the imam
value is (-37.98) and 30.84 is the maximum one. §tbdy also used 13 financial ratios as dependatidbles
to investigate its effects on financial profitatyilithe description of these independent varialdetiown in table
3.
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3.2. Variables definition and Model development

Table 4 presents the definition of the dependenalile and independent variables used in this study

In this study, the bank’s performance is a functibbank specific vectors. The model is as follow:
Peri;=f (AM 4, BS;;, DEPOS;, CAj;, OE;;, LOAN i;, NPLi;, LQD 4, CIRi;, CR;;, OVERHD;, MQ 4,
CRIS;y) (Eg. 1)
Where:Per;, is the bank performance indicator (ROAA) for barait time t; the right side of the model refer
to independent variables for bank i during time t.

Table 2: Summary statistics of variables

Variable Observations M ean Std. Dev. Min M ax
ROAA 911 1.43 5.87 -37.98 30.84
NPL 434 13.84 16.1 0 83.2
MQ 416 4.78 4.26 0.05 51.06
LOAN 811 36.02 21.62 0.04 98.92

CA 926 26.65 27.29 -15.28 99.82
CR 581 29.34 21.18 1.1 118.2
CIR 871 60.38 51.82 -187.42 461.78
BS 926 6.1 0.73 4.08 7.91
AM 9209 5.46 5.88 -14.66 38.36
OE 900 88.92 592.11 -3466.67 6200
DEPOS 857 66.56 26.64 0.12 93.93
OVERHD 911 3.26 3.78 0.05 37.74
LQD 924 32.61 22.08 0.08 97.31
CRIS 1254 0.36 0.48 0 1

In this model, the data used are time series aosscsectional data (Panel Data). The econometrics
model will be as follow:
Peri,t: a; + Bi.Xi,t+ €t i=12,...N; t=1,2,...T (Eq 2)
Where:Per;, is the bank performance indicator (ROAA)is the intercept specific to each counfys the
coefficient; Xis the set of independent variablegjs the error term.
Table 3: Definition of variables

Variable Code Type M easur ement
Eg;i;g on Average ROAA Dependent | ROAA = Net Income / Average Totabéts
Assets Management AM Independgnt AM = Net Opegdiiicome / Total Assets
Bank Size BS Independent BS = Log (Total assets)
Deposits DEPOS Independent DEPOS =Total deposital assets
Capital Adequacy CA Independent CA =Total equityptal assets
Operating Efficiency OE Independeny OE = Total Operating Expenses/ iNetdst Income
Assets quality LOAN Independent LOAN =Total Lodrotal assets
Credit Risk NPL Independent NPL =Non-Performinghe / Total Loans
Liquidity LQD Independent| LQD = Liquid Assets / Bbassets
Cost to income ratio CIR Independept CIR= TotaltGd¢et Income
Capital Ratio CR Independent CR = Capital / Toigliy
Overheads OVERHD| Independept OVERHD = Overheadgd RAssets
Management Quality MQ Independent| MQ = Interest Paid / Total Deposits
Political crisis CRIS Independertgrli-\;li;: 0 (Before Political crisis), 1 (During Paldl

Thus, the regression model derived from Eq.1 an@ Eaas follow:
Perii= ai + fi* AMi + Ba* BS+ B5*DEPOS + B4* CA ¢ + B5* OEi + Be* LOAN i + f7*NPL;; +
Ba*LQDj¢ + Bo*CIR 1 + B10* CR + f11* OVERHD; ( + B1o*MQi ¢ + f13* CRIS + &
i=12,..,N; t=1,2,...T (Eq. 3)
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3.3. Hypotheses Testing
This study aims to investigate the impact of poditicrisis and other factors on the financial perfance of
banks measured by ROAA. To achieve this objecthe study sets the following hypotheses:

Hypothesis 1:
Hypothesis 2:
Hypothesis 3:
Hypothesis 4:
Hypothesis 5:
Hypothesis 6:
Hypothesis 7:
Hypothesis 8:
Hypothesis 9:

Assets Management has a positivetedfebank performance
Bank Size has a positive effect oxklperformance

Deposits have a positive effect arkh@erformance

Capital adequacy has a positive effedank performance
Operating efficiency has a negatffeceon bank performance
Asset quality has a positive effecbank performance

Credit risk has a negative effecbank performance
Management quality has a positivecefdn bank performance
Cost to income ratio has a negafieeteon bank performance

Hypothesis 10: Capital Ratio has a positive eftecbank performance
Hypothesis 11: Overheads have a negative effebaak performance
Hypothesis12 : Liquidity has a negative effect ankbperformance
Hypothesis 13: Political crisis has a negativeafts bank performance

4. DataAnalysisand Discussion

4.1, Regression Analysis

To investigate the factors affecting bank’s finahgerformance, study runs multiple regression rhodang
panel data technique. In this technique, fixedatfflandom effect and ordinary least square (OL&8)ets were
taken in consideration to run the fit model. Thedeloand test were run with the help of STATA 12sEithe
correlation matrix is presented. The matrix sholesdorrelations between dependent and independeabies
and correlations between independent variabledf.it¥@e highest correlation is (-0.79) which is Wween
deposits and capital adequacy. It is clear frometation matrix that no high correlations betweaniables and
no need to drop any of them. The details of coti@amatrix are shown in table 4.

The second step in our analysis is to know the imestel in this case. We started with Hausman test t
know which model is better to use, fixed effectandom effect (Hausman, 1978). Table 5 describadteeof
Hausman test. At 5% significance level, P-valuéhig test equals 0.0972 is bigger than 0.05. Thwascan’t
reject null hypothesis which claims that differerinecoefficients not systematic. As a result, randeffect
model is better to use in this case.

Table 4: Correlation Matrix

ROAA NPL MQ LOAN CA CR CIR BS AM OE DEPOS OVERHD LQD CRIS
ROAA 1
NPL 0.03 1
MQ 0.11 0.2 1
LOAN 0.12 0.49 -0.32 1
CA 0.31 0.08 -0.1 -0.01 1
CR 0.15 0.15 0.18 -0.2 0.48 1
CIR 0.4 0.04 -0.04 -0.02 0 -0.08 1
BS 0.06 -0.38 -0.2 0.25 -0.37 -042 -0.16 1
AM 0.66 0.44 0.22 -0.24 0.4 021 -025 -03 1
OE 0.1 0.02 -0.03 -0.05 0.19 0.17 0 -0.11  0.07 1
DEPOS -0.26 0.03 0.06 0.04 -0.79 -041 0.03 0.23 .29-0 -0.16 1
OVERHD -0.35 0.34 0.09 -0.16 0.33 0.11 0.3 -0.45 270. 0.09 -0.22 1
LQD 0.11 0.26  -0.06 -0.42 -0.02  0.28 0.06 -0.43 .040 0.05 -0.01 0.05 1
CRIS 0.07 0.16 0.04 0 0.01 -0.08 -0.1 0.03 0.22 30.0 0.05 0.09 -0.3 1
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Table5: Hausman test

---- Coefficients ----
(b) (B) (b-B) sqgrt(diag(V_b-V_B))
fixed random Difference S.E.
NPL -0.0273478 -0.0292371 0.0018893 0.0067258
MQ 0.049848 0.0349384 0.0149097 0.0267064
LOAN -0.0050115 -0.0184232 0.0134118 0.0091227
CA 0.0357184 0.0646642 -0.0289458 0.0210248
CR -0.0010024 -0.0058754 0.004873 0.006403
CIR -0.002761 -0.0014308 -0.0013302 0.0007635
BS 1.392734 0.3324161 1.060318 0.8040254
AM 0.8232656 0.865393 -0.0421274 0.0400754
OE 0.0011687 0.0013648 -0.0001961 0.0000941
DEPOS 0.0092966 0.0096974 -0.0004008 0.0100702
OVERHD -1.092673 -1.191028 0.098355 0.0948065
LQD -0.0060532 -0.003857 -0.0021962 0.005594
CRIS -0.4405964 -0.3249151 -0.1156813 0.1128197

b = consistent under Ho and Ha; obtained from xtreg
B = inconsistent under Ha, efficient under Ho; aidd from xtreg
Test: Ho: difference in coefficients not systeimat
chi2(12) = (b-B)'[(V_b-V_B)*(-11¢B)
=18.65
Prob>chi2 = 0.0972

We also used Breusch and Pagan Lagrangian multipe for random effects (LM test) to determine
what to use random effect or OLS? (Breusch & Paj880). Table 6 presents results of LM test.

At 5% significance level, P-value of this test dgu& 1415 is bigger than 0.05. Thus, we can't tejec
null hypothesis which claims that variance equalgero; this means the change in countries ands yosasn’t
affect the model and OLS model is preferred here.

Table6: LM test

Estimated results:

Var SD=SQRT(Var)
ROAA 7.514717 2.741298
E 1.267408 1.125792
u 0.082562 0.2873351

Test: Var(u) =0

chibar2(01) = 1.15

Prob > chibar2 = 0.1415

Other tests were used in this analysis to checkicollinearity and heteroskedasticity; variancdatibn factor
(VIF) test was used to check for multicollinearifyVVIF exceeds 10, then multicollinearity is saadbe highly
(Gujarati, 2004, p362-363). Table 7 presents tHe tébt’s result.
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Table7: VIF test

Variable VIF 1/VIF
CA 3.93 0.254172
DEPOS 2.86 0.349466
BS 2.15 0.46612
LQD 2.07 0.48296
AM 1.86 0.536441
NPL 1.83 0.545062
LOAN 1.76 0.569455
CR 1.7 0.587654
OVERHD 1.58 0.631004
MQ 1.47 0.679756
CIR 1.31 0.760565
CRIS 1.23 0.812157
OE 1.06 0.947281
Mean VIF 191

It is clear from table that all VIF values are I&isan 10 and the biggest value is 3.93. This mézats
no multicollinearity between explanatory variablége also checked if heteroskedasticity exists drayousing
Breusch-Pagan / Cook-Weisberg test for heteroskiedgs(Breusch & Pagan, 1980). The test rejected n
hypothesis and accepted the alternative one wHmims that there is a heteroskedasticity probleunt, e
controlled it with the help of Robust.

We found that the fit model is OLS and there ismdticollinearity between independent variables. In
addition, we controlled the problem of heteroské&dig. Thus, the final results of this analysig @s in table 8.
Table 8: Linear Regression results

Linear regression Number of obs = 309

F(13,295) = 20.05
Prob> F = 0.0000
R-squared = 0.8228
Root MSE =1.1792

ROAA Coef. RObéJrSrt Std. t P>|t| [95% Conf. Interval]
NPL -0.02852 0.006288 -4.54 0.000%*** -0.04089 -(604
MQ 0.034184 0.030544 1.12 0.264 -0.02593 0.094295
LOAN -0.0188 0.005235 -3.59 0.000%** -0.0291 -0.G08
CA 0.067112 0.015496 4.33 0.000%*** 0.036616 0.0960
CR -0.00604 0.005912 -1.02 0.308 -0.01767 0.005597
CIR -0.00149 0.002771 -0.54 0.592 -0.00694 0.003967
BS 0.361925 0.16969 2.13 0.034** 0.027969 0.695881
AM 0.865444 0.077029 11.24 0.000**=* 0.71385 1.01903
OE 0.001384 0.000746 1.86 0.064* -8.3E-05 0.002851
DEPOS 0.010194 0.007426 1.37 0.171 -0.00442 0.®480
OVERHD | -1.19031 0.15343 -7.76 0.000%*** -1.49226 88835
LQD -0.00341 0.004037 -0.85 0.399 -0.01136 0.004533
CRIS -0.32438 0.148053 -2.19 0.029** -0.61575 -8B
_cons -2.76073 1.730364 -1.6 0.112 -6.16616 0.68469

*** 105 significance level

** 506 significance level

* 10% significance level

Table 8 presents the impact of explanatory varglole bank’s financial performance measured by
ROAA. The model is significant at 1% significanexél with 309 bank-year observations; the tablevshihat
R square of this sample regression is about 83&4, it about 83 percent of the variation in theetefent
variable, ROAA, is explained by the independentalzdes.

The findings show that NPL has a negative impadR@RAA at 1% significance level; 1% increase in
NPL will decrease ROAA about 0.03%. The same figdinvere conducted by (Al-Jafari & Alchami, 2014;
Alkhatib, 2012; Ongore & Kusa, 2013; Mirzaei & Mawi, 2011). Also LOAN has a negative effect atsame
level, when LOAN increases 1% ROAA declines abo02®. This finding doesn’t consistent with any poes
study. Moreover, OVERHD tends to affect ROAA negalty at 1% significance level, ROAA will drop 1.19%
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when OVERHD rises 1% at 5% significance level, Ahaia (2011) got the same result. We found that GRIS
this negative effect on ROAA,; and that what Gha&bil6) found recently. On the other hand, CA and ralkibs
affect ROAA positively and strongly at 1% significa level; 1% rise of CA and AM tends to increasgAR
about 0.07% and 0.87% respectively, the finding€Afconsistent with (Ongore & Kusa, 2013; Syaff12;
BASHIR, 2003), and the findings were also found (barawneh, 2006; Almazari, 2011; Shah & Jan, 2014;
Alkhatib, 2012). BS has the same effect at 5% WiB6 % increase, the studies of (Al-Jafari & Alchak014;
Tarawneh, 2006; Alkhatib, 2012; Owusu-Antwi, Mens@nabbe, & Antwi, 2015) showed the same conclusion
At 10% significance level we found that OE affegtsitively ROAA, this effect is only about 0.001%d-Jafari

& Alchami (2014) and Tarawneh (2006) have samalt@sHowever, the ratios of MQ, CR, CIR, DEPOS and
LQD have no significant impact on ROAA.

4.2. Conclusion

This study examined the relationships between ieddent variables namely; Asset management, baek siz
deposits, capital adequacy, operating efficiensgetiquality, credit risk, management quality, ¢osincome
ratio, capital ratio, overheads, liquidity and ipcal crisis and the dependent variable, Finanpefformance
measured by retutrn on average assets. The rebofged that the determinants of return on averageta are:
credit risk, asset quality, capital adequacy, bsiak, asset management, operating efficiency, eag$ and
Political crisis. The positive factors are: capddequacy, bank size, asset management and opegéftaiency.
While, credit risk, asset quality, overheads anlitiPal crisis are the negative factors.

4.3. Limitations
As any research, this study has limitations. Thiesiéations can be as follow:
a. The study is limited to an eleven years period f2084 to 2014.
b. The financial performance measurement is basedstorical financial data from financial statements
which has some element of inflation.
c. The research depends only on financial ratio appraead excludes other models.
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Appendix
Table 1: Therelationship between dependent and independent variablesin the literature
BS AM CA LOAN DEPOS | OE NPL MQ OVERHD LQD Relatedtéiature
+ + + + Bashir (2003)

Halkos & Salamouris (2004)

Tarawneh (2006)

4|+ |+

Gul, Irshad, & Zaman (2011)

Ramadan, Kilani, & Kaddumi (201

Almazari (2011)

*

Mirzaei & Mirzaei (2011)

Jha & Hui (2012)

Ani et al (2012)

Syafri (2012)

Alkhatib (2012)

Ameur & Mhiri (2013)

Ongore & Kusa (2013)

Shah & Jan (2014)

Al-Jafari & Alchami (2014)

+

Owusu-Antwi et al (2015)

(+) Positive relation

(-) Negative relatio¢t) insignificant
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