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Abstract :

This study aims to analyse and measure the impact of the capital adequacy standard,
according to the Basel Committee requirements, on the profitability of a group of banks
that operating in Algeria and Middle Eastern countries during the period (2014-2020). We
measured banks profitability using Return on Assets (ROA), as dependent variable, while
we use Capital Adequacy ratio established by the Basel Committee as an independent
variable. Therefore, to achieve the aim of this study, we relied on Panel data Models. The
study reached a set of results, the most important of which are: that the capital adequacy
ratio has a positive and statistically significant effect on Return on assets (ROA), as the
sample of banks characterized by maintaining high capital adequacy ratio, which in turn
leads to a reduction in risks and thus a lower return. However, this reduction in the level
of risk was greater than the reduction in return, which led to a positive impact on the ratio
of Return on assets.
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xi: regress roa car 4i.bank
i.bank _ Ibank 1-27 (naturally coded:; _ Ibhank_ 1 omitted)
ss ar MsS Number of obs - 189
(27, 161) - o.14a
as.24as818309 =27 1.8128957 Prob = F o.o0000
Residual 31 .92425303 161 .198400809 R-—sguared = o.6051
Ad) R-—sguared = o.s5389
Total 80.89207142 188 430269757 Root MSE —= .aasaz
roa Coer . std. BErr = =t res Interval]l
car .0195262 .o1ze6118 1.55 o.124 —.0053 .04aaa321
_ IThank =2 —1.507925 .z77a814a —5.4a3 o.o000 —2.055898 —.9599527
_ ITbank 3 —.1984as502 .zo3s54z21 .es o.s500 —.7781395 .3s812391
Ibank_ 4 —.8zazas1 .zo935105 .81 o.o00e6 —1.403875 —.za4a6213
Ibank S —1.573735 .z784a017 5.65 o.000 —z.123525 —1.023945
Thank__ 6 .osa1e629 .2762858 o.30 o.761 —.4614a85 .ez29774a2
_Thbank_ 7 —.32112305 .z797268 —1 .11 o.zes —.8636372 .za11763
 Ibank 8 .37921978 .zZ854005 —1.33 o.186 —.24az28091 1844134
_ Ibank 9 —.asz2713 .z7731s5 —1.7a o.osa —1.030357 .06a9309
ITwoank 10 —1.200653 .zas83a24a —a.83 ©0.000 —1.e621082 —.710z2245
Thank_ 11 1.023116 .z2950246 —3.4a7 o0.o001 —1.605733 —.4404a995
_ Trhank 12 .81320335 .zs05719 2 .90 o.oo0a 1.3671009 258958
_Ibank 13 —1.4az754az2 .3124a4a67 —a.57 o.o000 —2.04a564 —.8105198
Ipbank 14 —.885278 .zo980az23 —=z.97 0.003 —1.a73854 —.z2z967016
Thank_ 15 —.8258422 .2920775=2 —=2 .84 0.005 —1.400067 —.2516171
_ Trank_ 16 —.24779207 .zoz21783 —3.24a o.o0o01 —1.524787 —.3707948
_ Ipank 17 —.76736 .zo292007 -2 .57 o.o11 —1.357631 —.1770=86
_ Ipank 18 —.77154az=8 .zsv1z1 —=2.69 o.oos —1.338552 —.zo0as34a
_ Ibank 19 —.389758 .za03726 —1 .62 o.107 —.86aaa77 .osa9317
Thank 20 —.2992925 .3015124 —0.99 o.322 —.89a7217 .z2961367
_ Tehank_ =21 —.74009 .zoz23873 —z2 .53 o.o1z2 —1.3217499 —.l1ez2e813
_Ihank =22 —.z15165 .zs78784 —0.75 o.ase —.7836695 .35333906
Ibank =23 —.953142 .z999933 —3.18 o.o0o0z —1.545571 —.3607127
Thank =24 —.z2957362 .z989769 —o0.929 o.324 —.8861582 .z2oae858
Thank_ 2 —.3571102 277278 —1.29 o.z200 —.204as6811 .19204607
IThank 26 —1.018494 .3001359 —3.39 o.oo01 —1.611204 —.azs7828
IThank =27 .a9z2s5027 .z3821955 z2.07 o.o0a0 .ozz1123 .oezs8932
_cons 1.68999s5 .a157653 a.06 o.o000 .ses89386 z.s511052
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- xttest3

Modified Wald test for groupwise heteroskedasticity
in fixed effect regression model

HO = sigma (i) "2 = sigma~2 for all i
chiZz «27) = 1484 .03
Prob>chi2 = O .0000
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xtserial roa car

Wooldridge test for autocorrelation in panel data
HO: no first—-order autocorrelation
F ( 1, 26) 2.644
Prob > F 0.1160
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R TY: 14 Jous

. xtpcse roa car, rhotype (dw)
Linear regression, correlated panels corrected standard errors (PCSEs)
Group variable: bank Number of obs = 189
Time variable: years Number of groups = 27
Panels: correlated (balanced) Obs per group:
Autocorrelation: no autocorrelation min = 7
avg = 7
max = 7
Estimated covariances = 378 R-sguared = 0.0504
Estimated autocorrelations = o Wald chiz2 (1) = 5.04
Estimated coefficients = 2 Prob > chiZ2 = 0.0248
Panel-correc ted
roa Coef . std. Err. z P>z [95% Conf. Intervall
car .020035 .0089244 2.24 0.025 .0025435 .0375266
_cons 1.026827 .185301 5.54 0.000 .6636438 1.392001
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