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Determinants of the performance of private banks in light of the
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Abstract: The study attempts to identify the factors that affect the performance of private
banks in Algeria within the framework of the financial liberalization policies as a background
toward the market economy. The topic raised looks for the extent to which the private banks
respond to the economic changes and exploit them to maximize profits and enhance
competitiveness both locally and externally. The paper introduces the issue of the factors
influencing the performance of private banks under the liberalization of the Algerian financial
sector. To meet the challenge, the paper adopts ARDL model based on ROE indicator to
measure the performance of private banks during 2000-2016. The study results reveal the low
level of the financial performance of private banks because of their dependence on deposits in
their capital construction and keeping the traditional roles of banks in a way that contradicts
with the conditions of the financial liberation. This situation is also emphasized by the control
of the public banks estimated by over 90% of the Algerian financial sector assets. The
elements of internal financial liberalization have had a positive moral effect: Private sector
credit, financial sector credit, financial employment index and rediscount rate, while external
financial liberalization variables have had a negative impact on the return on property rights
of private banks.

Keys words: Bank's performance, Financial liberalization, Private Banks, ARDL model.
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UNIT ROOT TEST TABLE (ADF)

At Level
ROEPV CFs CPS DPVB DR EXR IF IR LDRPVB LR M2 NIM QIF PBR PER RIM
\With Cons t-Statistic |-2.4493 -2.3183  -0.15857  -1.7022 -2.4083 -37704 -3.4650 -36568 -25238 -1.6658 -3.9972 -13.4076 -3.2226 -2.8657 -4.7254 -53122
Prob. 0.1451 0.1790 0.9266 04114 0.1549 0.0152 0.0278 0.0166 0.1285 0.4284 0.0086 0.0000 0.0375 0.0730 0.0033 0.0009
no no no no no = = = no no xx xxx = B . .
With Cons t-Statistic |-2.7906 12972 -1.6837 -2.8444 -18576 -2.7727 -3.2553 -3.5097 -25528 -26060 -4.0353 -8.6910 -2.5458 -1.6208 -27711 -3.5420
Prob. 02197 09998 0.7107 0.2035 0.6290 0.2265 01173 0.0749 0.3024 0.2821 0.0299 0.0001 0.3051 07311 0.2301 0.0711
no n0 no no no no no = n0 n0 = i n0 n0 n0 *
Without Cct-Statistic |-0.7585 -1.7541 21838 04099 -16930 -01307 -0.0035 0.2538 05211 -01210 -37934 01237 0.1163 05709  -0.9131 0.0264
Prob. 0.3695 0.0756 0.9892 0.7896 0.0849 0.6209 0.6667 0.7451 08172 06265 0.0008 0.7046 0.7045 0.8271 0.3046 06756
n0 > n0 nQ * nQ no n0 no no = n0 Jalt] Jalt] Jalt] Jalt]
At First Difference

d(ROEPV) d(CFS) d(CPS) d(DPVB) d(DR)  d(EXR) d(IF)  d(R)  d(LDRPVEG(LR)  d(M2)  d(NM) d(OF) d(PBR) d(PER) d(RIM)

With Cons t-Statistic_|-4.2807 -1.1681 377290 -49012 -18651 -1.8203 -1.4920 -45873 -41226 -43584 62499 -28409 -18116 -40670 -6.6151 -1.9649
Prob. 0.0055 0.6582 0.0141 0.0018 0.3379 0.3563 05030  0.0036 0.0074 0.0048 0.0002 0.0817 0.3610  0.0089 0.0001 0.2971

n0 n0 n0 n0 n0 n0
With Cons t-Statistic |-4.6998 -3.2828  -3.7195  -47085 -1.9745 54006 -0.5965 -4.4286 42110 -43407 -6.0257 44175 -1.1734 -51099 63285 -3.3803
Prob. 0.0118 0.1068 0.0534 0.0103 0.5677 0.0034 0.9626 0.0181 0.0237 0.0191 0.0012 0.0184 0.8784 0.0062 0.0008 00918
= no » = no wan no = = = s = no wr wr .
Without Cc t-Statistic |-4.2587 -1.1886  -2.9702 48241 14676 20220 17231 46120 -39114 43157 64858 35783 -1.9147 40972 68638 -16213
Prob. 0.0003 0.2036 0.0059 0.0001 0.1280 0.0449 0.0802 0.0002 0.0007 0.0003 0.0000 0.0019 0.0554 0.0005 0.0000 0.0971
* no wan no = wm s s s . . wr wr .

Notes: (*)Significant at the 10%; (**)Significant at the 5%; (***) Significant at the 1%. and (no) Not Significant
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UNIT ROOT TEST TABLE (PP)

[At Levet
ROEPY CFS CPS DPVB DR EXR [[3 IR LDRPVEB LR M2 NIM OF PBR PER RIM
With Cons t-Statistic |-2 1677 08455 01297 18596 26639 21131 05264 36570 31679 15082 39972 24082 904502 19344 25416 20589
Prob. 02239 07780 09300 04313 01017 02423 08616 00166 00415 04648 00086 01548 09999 03097 01249 02616
nQ n0 nQ nQ n0 nd nd i nod . nd nQ L] nQ n0
iwnl\ Cons t-Statistic |-2 5416 1.2872 16837 -28444 18537 06598 -0.5123 7.3751 24925 -24509 4.1021 10219 297739 12419 33705 09155
Prob. 0.3068 0 9998 o.7or 0.2035 0.6309 0.9583 0.9703 0.0001 0.3264 0.3436 0.0267 09111 0.9999 08648 0.0909 0.9282
nd nd nd nQ n0 nl nd i nd nl i nd nd nd . nQ
[Without Cet-Staustic |-1.2435 04389 28300 1.3860 21366 -05677 0.0035 06443 08505 -00203 -3.7934 10206 -02588 04784 12568 05544
ob. 0.1871 05076 09972 08513  0.0352 0.4553 06867 04222 08843 06610 0.0009 09108 05769 08069  0.1832 0.8250
nd nd nd nd i nd nd nd nd nd i nd n0 nd nd nd
d(ROEPV) d(CFS) d(CPS) d(DPVB) diDR)  d(EXR) d(lIF) d{IR) d{LORPVEdI(LR) d(M2) d(NM)  d(OIF)  d(PBR) d(PER) d(RIM)
With Cons L-Statistic_|-5 2036 13075 AT720 57996 18651 37158 06589 116714 41245 44420 143010 25348 04720 27984 66344 21083
Prob. 0.0010 05972 00142 00004 03379 00157 08285 00000 00074 00041 00000 01274 09791 00819 00001 02144
n0 - 0 - 0 - e a0 0 . 0
lWﬂh Cons t-Statistc_|-46013 -T6389 37508 69331 18745 54395 05965 115438 -42025 -4.8200 143983 -30169 11734 389678 63412 3.3219
Prob. 00124 00001 0.0507 00003 0.5877 0.0031 09626 0.0000 00241 0.0068 0.0001 01598 08784 00355 0.0008 0.1005
e . o o et a - n0 0 - no
[Wahow CcrStatistic |48318 13201 -29702 51373 16020 37087 06486 07189 39131 43157 149884 25511 15040 28413 68618 17368
Prob. 0.0001 01622 00058  0.0001 01006  0.0011 0.4192 0.0000 0.0007 0.0003 0.0001 00147 09600 00078 00000 00781
et n0 . o o . - s - 0 - .
Notes: (*}Significant at the 10%; (*)Signficant at the 5%, (™) Significant at the 1%. and (no) Not Ssgnificant
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