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Abstract:

The study aimed to test the impact of the financial structure on the financial
performance of a sample of 40 economic institutions included in the core sector of the
Saudi financial market during the period of 2015-2020. The long-term debt, short-term

indebtedness and total indebtedness variables were used to express the financial
structure; while return on equity and return on assets were used to express financial
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performance. As for volume and liquidity variables, they were used as control
variables; based on cross sectional time series (CTR) data models and using the R.
Studio analysis software, two statistical models were built.

The results of the applied study showed a statistically negative impact of long-term
indebtedness, short-term indebtedness and liquidity on both return on equity and return
on assets, while finding that there was no statistically significant impact of total
indebtedness on both return on equity and return on assets.

The study also found a statistically significant positive effect of volume on both
return on equity and return on assets.

Keywords: financial structure, financial performance, Saudi financial market, panel
models.
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STDR -5.7690e- -5.6319¢- | -5.7690e- | -2.0893¢- -1.4318e- | -1.9934e-01
p-value
3.987e-08 0.026458 | 1.350e-08 | 3.095e-10 0.045266 | 9.484e-07 ***
DER 2.0615e-02* 3.2152e- | 2.0615e- -1.0114e- 5.4774e- | -3.2404e-04
02 ** 02 03 04
p-value
0.0271840 0.003006 | 0.0262276 | 0.7276043 0.856216 | 0.9073028
LIQ -1.2684e-05* | -1.0444e- | -1.2684e- | -7.4695e- -6.2958e- | -7.4441e-06
05 05* 06 *** 06 *
p-value
0.0413001 0.241670 | 0.0401869 | 0.0001445 | 0.012921 | 0.0001406 ***
SIZE 3.9566e-02** | 1.6411e- | 3.9566e- 1.9872e-02 | 1.2571e- 1.7505e-02
p-value
0.0009835 0.154902 | 0.0008455 | 1.989¢-07 0.698668 | 0.0008496 ***
Constant -6.3602¢ 01 * -6.3602e- | -2.9752¢- -2.5544e-01
01* 01 **
p-value 0.0125884 0.0119164 | 0.0002135 0.0234024 *
Observations 240 240 240 240 240 240
R? 0.18518 0.06716 0.18518 0.37063 0.06717 0.22573
Adjusted R? | 0.16777 -0.14333 | 0.16777 0.35718 -0.14332 0.20919
10.6357 2.80779 53.1787 27.5597 2.80824 68.2201
F Statistic p-value: p-value p-value: p-value: p-value: p-value:
3.2022¢-09 | 0-01792° 1 3.0909%- | <5 20e 16 | 0.017905 | 2.4034e-13
10
Note: * p<0.1; ** p<0.05; *** p<0.01
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"REM FEM PEM g3td! op dlolll” :(04) o3y o

ROE g3
3,8 il Syl
o bl PRM el NI 3y P(Value) Df2 Dfy gl F F-test
FEMaz\ 5y ohsé 0.136 195 39 1.2872
o Sl PRM rpond) JEY1 235 p-value Df Chisq Breush —
REMtyal 681 25,2 0.4791 1 0.50083 Pagan
ROA g5
3,8 Lila>Y) RS
o35 oo Sl FEM il 631 23,6 | P(Value) | Df2 | Dl | g3, &1F e tot
PRM xesd) gyl | 315706 | 195 | 39 2.7235
A = s — s | Breuh-
o JRHIREM adlssall 6V 2344 P(Value) Df Chisq Hausman
FEM s 651 i 0.2114 5 7.126 Test
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slasS 31 bLsyY) et @
Lk WS @l il e DWW et cliarb pshin el S (313 Bl alSCin 35y e o 1S Il e
D.W 51 :(03) o3y Jgu
DW P(value)
1.8725 0.1253

R Studio meby plasccal ) slasl shali
2,296 :1,704] JW&1 (3 x5 251.8725 (sles DW J aflasY1 aedll of La>3 05 Joudt Jos o
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JELOC [ P W=y

op i o (Breuch -Pagan test jLat! el podn aldl WlE o aSTT ol g 3 80kas 8
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tk LSl Sl L W el dm (0,05 e BTP(Value) aed colsTI3) wild ssmg pae (o 2l
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BP Df

645.3 1

p-value
< 2.2¢71¢(0,0000)

R Studio gt plascals 2L slast o ¢ bl
oL ol e 1 dls WL 0,05 o BT 2 p-value 2es of L3 06 3, Joadl s I3
s et > (Robust-Standar Error) jles! slesb psiin uilnd) pids Al memeady duldll #3560 (3
t Al Jgdl (3 ao sl sl

@3’5@’4‘ Ay 3.«\).\5\ CD}C (07) (.3) Jj-\ﬁr\

t test of coefficients

Variable Estimate Std-Error t-statis P(value)
(Intercept) ~6.3602¢01#* 2.4225¢™ -2.6254 0.0092242
LTDR ~4.5361 ¢ 01x* 1.2073¢™! -3.7572 0.0002170
STDR ~5.7690e 01 #** 1.6288¢™! -3.5419 0.0004793
DER 2.0615e™ 2.5508e™ 0.8082 0.4198094
LIQ -1.2684¢70> ** 3.8356e™ -3.3069 0.0010918
SIZE 3.9566e 2% 1.2082¢™2 3.2747 0.0012180

Signif. codes: 0 “****(0.001 “*** 0.01 “** 0.05°°0.1°"1
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«Random Effects Model wslpzall 5V 2358 sy anlydll Sl pndd k) 2350l 0 A
daldlly a5las V) AUl e 3 ged) iMoo gl OV Jazs
ROAZ3 sl IS0 dygal) s

Sy (ROA)5oY! de By aie jally wld) paddl G 50 OF LS 03 Jgadt il e
e Lo e Al 2 wlpadl Of 6f R = 0.22573 tpumd) Julas gl o alanngin 83 o 3ill
O LS ot Jolse opns SU5 ) |2 Sl sall J5o) e ) (3 Sad 3 i) 0% 22,57
10,05 .o 3 2y P(value)= 2.4034e™" a0 cal e dpiie 350l 1450 250all
Tl AW o 23501 Ao jlas O
sl I LLsYY st @
S ) a8 e DWW el sy poiion slUasSU 313 bl ASin 3y pe n 25T ol o

"D.W et :(08) o8y Jsu

DW P(value)
1.7328 0.01401

R Studio gty plisccnl 2Ll slasl e yaald
2,296 :1,704]J 3 ai5 291.7328 (g5ls DW J aslaxy) aedll 0OF L35 08 Joadt IS e
els ) oy @5 b)) day ¥ LWL

JEL0C [ P U= Sy
Jo5 e~ (Breuch -Pagan test L) ol agiin ol (Gl 0 ST ol ey 38T Bglas 3
b o @ 0,05 o xSTP(value) aed sl 15 adlpialt slasYl ol Wl e o @) pdall 20
LaS” il oS sV el dar (0,05 o 5T P(valug) aed sl 15] uild sy pde (ol 2had) 20,4

e
"okl S Lt 1(09)3 Jgust!
BP Dt p-value
21.014 5 0.0008
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t test of coefficients

Variable Estimate Std-Error t-statis P(value)
(Intercept) ~2.5544¢01 # 9.3999¢%2 | -2.7175 | 0.0070704
LTDR —2.1343 701w 4.8461e™% | —4.4042 1.616e-05
STDR ~1.9934¢ 01 #* 3.1149¢%% | —6.3995 8.421e-10
DER -3.2404e-04 2.0475e"% | —0.1583 | 0.8743833
LIQ —7.4441e706 7.6639¢" | —-9.7133 < 2.2e-16
SIZE 1.7505e 02 #* 4.6729¢™ | 3.7460 0.0002263

Signif. codes: 0 “**** 0.001 ***0.01 ** 0.05°70.1 " 1
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