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specification focuses on the reported Return
on Equity (ROE) that is assumed to be a
function of credit risk, liquidity risk, capital
or solvency risk. For testing purposes, panel
data analysis is used by employing two
dternative models to estimate the
parameters of the model, the Fixed Effect
Model and the Random Effect Model.
The data has been analyzed and the findings
revealed a number of important points as
follows:
e There was a negative significant
relationship between the Return on

equity and liquidity risk.

e There was a positive significant
relationship between the Return on
equity and Capital risk.

e The relationship between Return
On Equity and the credit risk were
found to be negative and wesakly
significant.

Based on the results of the study some
important recommendations have been
suggested which might lead enhance and
develop the role of commercial banksin the
process of developing the Syrian economy.
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ABSTRACT

This paper aimed to identify the impact of
Financial Risk on Profitability of
commercia Banks within the context of the
Syrian banking industry. To achieve the
objectives of the study the data has been
collected from those commercia banks
listed on the Damascus exchange stock
(DES) during 2006-2010. The sample used
in this study consists of a panel data set for
sixe commercial banks. The empirical
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