92 | o el (1 sl e I8 s\t el

Ay 13 G Ded) Bl dulyd dgylond) Sgdt @ JWI Wy AUS e 42 )1 S
The effect of profitability on capital adequacy in commercial banks -
the private Banks in Alegria Case study -
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Abstract : The objective of this study was to determine the effect of profitability on
capital adequacy by analysing the financial data of the study variables, namely the rate
of return on assets and the rate of return on equity for listed of the private banks in
Algeria, the number of which is 6 through a time series extending from 2011 to 2016,
Where the method used statistical analysis known as (Panel Data).

The study showed a statistically significant relationship between the rate of return on
equity and the capital adequacy and the absence of a statistically significant relationship
between the rate of return on assets and capital adequacy.

Key Words: Basel Committee, capital adequacy, profitability, return on equity, return on
assets.
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Basle Capital Accord: International Convergence of Capital Measurement and Capital Standards,
July 1988, Updated to April 1998.
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and Capital Standards, July 1988, P: 23.
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Test Summary Chi-Sq. Statistic  Chi-Sq. d.f Prob.
Cross-section random 8.176385 2 0.0168
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Cross-section Radom effects test equation :
Dependent Variable: CA
Method: Panel Least Squares
Sample: 2011 2016
Cross-sections included: 6
Total panel (unbalanced) observations : 32

Variable Coefficient Std. Error t-Statistic Prob.
@ 37.96044 14.61353 2.597624 0.0158
ROA 12.45894- 6.643660 1.875312- 0.0730
ROE 3.468872 1.672799 2.073694 0.0490

Effects Spécification
Cross-section fixed (dummy variables)

R-squared 0.510518 Mean dependent var 42.92531

Adjusted R-squared 0.367753 S.D. dependent var 21.69712

S.E. of régression 17.25225 Akaike info criterion 8.746080

Sum squared resid 7143.360 Schwarz criterion A 9.112514
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Dependent Variable: CA
Method: Panel Least Squares
Date: 08/04/18 Time: 12:59
Sample: 2011 2016
Periods included: 6
Cross-sections included: 6
Total panel (unbalanced) observations: 32
Variable Coefficient Std. Error t-Statistic Prob.
C 46.80600 15.24884 3.069479 0.0046
ROA 4.057061 4.101337 0.989204 0.3307
ROE -1.329134 0.699409 -1.900367 0.0674
42.92531 Mean dependent var 0.154715 R-squared
21.69712 S.D. dependent var 0.096419 Adjusted R-squared
8.979907 Akaike info criterion 20.62460 S.E. of regression
9.117319 Schwarz criterion 12335.86 Sum squared resid
9.025455 Hannan-Quinn criter -140.6785 Log likelihood
0.612017 Durbin-Watson stat 2.653976 F-statistic
0.087407 Prob(F-statistic)

! Article 448/80 du Plan Comptable Général Francais.



