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The impact of financial innovation determinants on banking efficiency
A standard study of a sample of Jordanian commercial banks using the panel models -
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Abstract: This study aims to test the effect of the determinants of financial innovation on banking
efficiency, which was determined based on profitability indicators, which are return on assets and
return on equity .in order to reach that. We conducted standard study using panel data models on a
sample of Jordanian banks specifically as sample of prominent Arab banks in the field of financial
innovations, which made great strides in this framework. The study sample included six leading
local commercial banks in field of Jordanian banking, namely: Jordanian Kuwaiti, Al Ahli Jordan,
Bank of Jordan, Cairo Amman, Jordanian Commercial and Housing Bank for Trade and Finance,
During the period from 2008 to 2017, approving the annual reports of Association of Banks and
annual reports of these banks. One of the most important findings of the study results is that there is
a difference impact of financial innovation that was adopted in the study model. The results of the
economic measurement concluded that there is a positive impact for each of the available financial
resources, innovative financial products, and the competition index on both return on assets and
return on equity, while the size of the bank had no effect on that.
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dlyldl Sl pad Bl jailad) (1) o3y Jgud!

ROE ROA SIZE RF NP IHH
Mean 9.666700 1.353250 10.44456 7.287833 11.81667 10.11500
Maximum 20.80000 2.610000 13.44910 23.50000 20.00000 11.90000
Minimum 0.490000 0.060000 6.414959 0.110000 1.000000 9.000000
Std. Dev. 4531983 0.653761 2.380327 5.879114 5.573824 0.907609
Observations 60 60 60 60 60 60

BVIBWS Ol y ol 2 e Ialazsl (i) 3las] o L pobebl

sy ghaan 1(2) oy b

coorellation
ROA SIZE RF NP IHH
ROA 1.000000 0.495196 0.528700 -0.050914 0.119381
SIZE 0.495196 1.000000 0.433186 0.159891 -0.197850
RF 0.528700 0.433186 1.000000 -0.163048 0.084666
NP -0.050914 0.159891 -0.163048 1.000000 -0.897018
IHH 0.119381 -0.197850 0.084666 -0.897018 1.000000
coorellation
ROE SIZE RF NP IHH
ROE 1.00000 0.366640 0.405388 -0.034982 0.190223
SIZE 0.366640 1.000000 0.433186 0.159891 -0.197850
RF 0.405388 0.433186 1.000000 -0.163048 0.084666
NP -0.034982 0.159891 -0.163048 1.000000 -0.897018
IHH 0.190223 -0.197850 0.084666 -0.897018 1.000000

BVIBWS Ozaly ol o Islazel ot shie] e |yl

Balyll z358 Jodd adlasl(3)dy J g

Variables ROE ROA
Panel data Pooled data Panel data Pooled data
FEM REM FEM REM
C -18,81 -32,27 -56,54 -0,79 -1,79 -5,10
-1,88* -3,39%** -3,88*** -0,65 -1,49 -2,51**
Size -0,41 -0,196 0,52 -0,043 -0,029 0,099
-2,31** -1,16 2,29%* -1,98* -1,35 3,09***
RF 1,14 0,60 0,26 0,169 0,12 0,044
6,82*** 5,75%** 2,84*** 8,23*** 7,62%** 3,45%**
NP 0,34 0,50 0,70 0,024 0,037 0,058
2,45%* 3,85*** 3,61*** 1,42 2,23** 2,13**
IHH 201,8 331,59 498,46 10,69 20,92 43,55
2,37** 4, 21%** 4, 17%** 1,021 2,00%* 2,61**
R? 0,81 0,41 0,41 0,86 0,50 0,43
Adj R* 0,78 0,37 0,37 0,84 0,46 0,39
F-statistic 25,22 9,89 9,15 36,79 13,85 10,72
Prob(f-stat) 0 0 0 0 0 0
observation 60 60 60 60 60 60
Hausman test Chi® statistic=0 Prob=1 Chi? statistic=0 Prob=1
LM test Cross-section time both Cross-section time both
(breusch- 28,95 0,27 29,22 40,98 0,92 41,9
pagan) (0.0000) (0.6028) (0.0000) (0.0000) (0,337) (0.0000)
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