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The impact of financial risks on the financial performance of banks in Algeria: An empirical study using panel data
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Abstract:

This research aims to determine the impact of financial risks on the financial performance of Algerian
banks. By examining The impact these variables: Liquidity risk, credit and operational risks and market risk
(inflation, interest rates and GDP) on the financial performance represented by: The (ROE) and The (ROE) of
eight banks, during the period 2015-2021, using the panel data and Eviews 12.

The study findings reveal that the variabales that effect the ROA are capital adequacy, operational risks,
market risks (inflation andGDP). The factors affecting the ROE are: capital adequacy, liquidity risk, operational
risk, and gross domestic product. The rest of variables don’t have any effect on banks performance.

Keywords: financial performance; financial risks; panel data; Eviews; Algeria.
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Levin, Lin & Chu (LLC) RAPEEiY Levin, Lin & Chu (LLC) RAPEEiY
-151.731 CRER -1.66114 ROE
(0.0000) (0.0483)

-1.89969 INT -2.63006 ROA
(0.0287) (0.0043)
-4.95619 INF -4.66530 LQ
(0.0000) (0.0000)
-3.06765 GDP -3.02764 OPR
(0.0011) (0.0012)
-2.97932 CAP
(0.0014)
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ROE ROA

Test Statistic df Prob. Test Statistic df. Prob.

Breusch-Pagan LM 1.5194 28 0.1357 Breusch-Pagan LM 1.4956 28 0.1335
Eviews zaliy ciloyses (e slare¥ly &Ll slue] (e 1yiall

Algdaadl HUY z3gaiy Anll HUY z3sad) BN Z3ladl O (oo Aslyuld s z3gedl Hlasl (o
Hausman g Chow g;lasl (e slaae¥) @5 (et z3gaidly
Chow test jLiil .1.4.4

@9 (CE) ezl Slu=s™) 739459 (FE) Al HUY z3gas o abalacld jlasyl s e sleaeY! (S
ik LS dils,d

H ,: Select CE if (p>0.05)
H, :Select FE if (p=<0.05)
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Al Yz 3445
(Chow) jLus | il :5 Jgu
ROE
Effects Test Statistic df. Prob.
Cross-section K 2315524 (7,41) 0.0437
Cross-section Chi-square 18.655468 7 0.0093
ROA
Effects Test Statistic df. Prob.
Cross-section H 1.902431 (7,41) 0.0940
Cross-section Chi-square 15.750869 7 0.0275
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ROE
Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prob.
Cross-section random 39.4431 7 0.0000
ROA
Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prob.
Cross-section random 39.8041 7 0.0000

Eviews moliyy il e (e sleze¥l &Ll slue) (yo 2 yiiall
il yall jlas 5.4
i LS elldg dylaall JUWI 61o0¥ e Aaliell U blel) 31 asd 2l HUBY) z3g0 (e sleie¥ @i
ROA sl pailly duolid! GilasY! Jelmadl sl 1.5.4
5 yauall olpanl) ¥, ROAS 2l W1 Wslas @l JWI Jouzdl s
Byaacad| il paall Ay ROA Hlui¥l alas il :7 Joux

Dependent Variable: ROA

Prob. t-Statistic Std. Error SDlalal RAPEEY
0.6923 0.3986 0.0109 0.0043 C
0.0000 -5.4715 0.0035 -0.0192 OPR?
0.5049 0.6730 0.0138 0.0093 LIQ?
0.2452 11799 0.0005 0.0006 INT?
0.7903 -0.2677 0.0416 -0.0111 CRER?
0.0496 1.9404 0.0146 0.0283 CAP?
0.0192 2.4424 0.0001 0.0004 INF?
0.0018 3.3541 0.0008 0.0028 GDP?

Cross-section fixed (dummy variables)

R-squared 0.7766 Mean dependent var 0.0206
Adjusted R-squared 0.6964 S.D. dependent var 0.0082
S.E. of regression 0.0045 Akaike info criterion -7.7182
Sum squared resid 0.0008 Schwarz criterion -7.1657
Log likelihood 223.39 Hannan-Quinn criter. -7.5051
F-statistic 9.6840 Durbin-Watson stat 2.6810

Prob(F-statistic) 0.0000
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0.2452> 0.05 ¥ &un,all (adyi diag Prob (INT)=0.2452 o () 4 @8y Jodzll § lusyall las| milu add
(ROA) Jssa¥! Jlaz] e (INT)sLall jlasdd (3T gy ¥ il (4
Sl § Aeladl oidd JWIelaY e el msldl Jlea (3T clilia H s &z yall sLasl 4*

&1 :0.0018< 0.05 (¥ Hs 3 dyue,all Ausyall L 4y Prob (GDP)= 0.0018 ¢, JI 3 o8y Joazdl il pdd
(ROA) Jsua! Jlez] (e (GDP) el glidl Jlozy (3T az gy il

e LS oW zagaidl S oSy 3 08y Joamll Ll Ladg
ROA;=0.0043 -0.0192 OPRjt +0.0093 LIQj t +0.0006INTj ¢ -0.0111CRERjt +0.0283CAPj ¢ +0.0004INFi ¢

+0.0028GDPj t+Ei¢

% 77.66 disud Lo yuuds Asolyll b Aazedl lpall o yudy Les 078 (R-squared) puz=all Jalas il LS
o o3t Sl gy GWls ((ROA) Joua¥l Jlox| e wiladl Juaey Jiell sl aall (9 S (@1 colpasl) e
Z3gedll § ylas

(R-squared) wyu=d| Jalas dasd (ra uST P9 +2.68 (Durbin-Watson  stat) e ddll HLasy) dmids caly
Als Bamie Sl ypaanll e Jams (Al lpaall on G Lo A 529 pue (6T sl lamsl azgy ¥ Qb
Aayladly Al elasl ons Iy Ul e by olaad

Prob(F-statistic) 4dlei>Y1 Lrey8y (9.68aly g umll diasd ol F-statistic L S S oLyl il s
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ROE syl il aoliell jlas¥ Julonll milsi .2.5.4
Syanall Slaaall Aoy ROE J anlidl Y dslas mls 2lll dniall 3 5 Joadl s

E)w.é.U Sl ¥y ROE i osesy! ddalas @L‘b :8 Jouo>
Dependent Variable: ROE

Prob. t-Statistic Std. Error Hlalal RAPEiY
0.0000 4.8234 0.0442 0.2134 C
0.0007 -3.6359 0.0224 -0.0814 OPR?
0.0000 4.6420 0.0443 0.2058 LIQ?
0.2600 -1.140 0.0015 -0.0017 INT?
0.7451 0.3270 0.3089 0.1010 CRER?
0.0000 -7.6258 0.0537 -0.4095 CAP?
0.1049 1.6540 0.0014 0.0024 INF?
0.0219 2.3722 0.0069 0.0164 GDP?

Cross-section fixed (dummy variables)

R-squared 0.8355 Mean dependent var 0.1668
Adjusted R-squared 0.7765 S.D. dependent var 0.0798
S.E. of regression 0.0377 Akaike info criterion -3.4851
Sum squared resid 0.0556 Schwarz criterion -2.9326
Log likelihood 109.09 Hannan-Quinn criter. -3.2720
F-statistic 14.156 Durbin-Watson stat 1.7129
Prob(F-statistic) 0.0000
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