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The Risk of The Concentration in The Portfolio of Credit Facilities and
its Impact on the Portfolio Return and Bank Profitability

Empirical Study of Syrian Conventional Banks

Abstract

The current study aimed to find out the impact of the independent variables
represented by the effect of concentration in the credit facilities portfolio by
economic sector and types of facilities, on the portfolio return and bank
profit in the study sample, which are the commercial banks operating in the
Syrian Arab Republic.

It was relied on the intentional sampling method in choosing the research
sample, as all the research community, which numbered 5 private Syrian
traditional banks, were selected by relying on the banks' financial statements.
The study period extended from 2015 till 2020. Regarding the methods of
measuring variables, the ratio of the concentration in credit facilities by
economic sector and by types of facilities were measured by Herfindahl
Hirschman Index HHI, and regarding the dependent variables, the portfolio
return was measured by the ratio of the credit interests and commissions of
the facilities portfolio to the total credit facilities and the bank profit was
measured by the ratio of the net profit to the total assets.

The results of the study, after applying the panel data regression method on
the variables, indicated that there was no significant effect of the ratio of
concentration in credit facilities by economic sector and by types of facilities
on the portfolio return, also there was no significant effect of the ratio of
concentration in credit facilities by economic sector and by types of facilities
on the bank profitability. In light of this, the study’s most important
recommendations for banking decision makers were to increase the
diversification in the credit portfolio at the level of the types of facilities by
marketing the types that are less demanded by the clients which achieves the
appropriate balance and diversity among all types and reduces the risk on the
portfolio, also increase the diversification in the credit portfolio at the level
of economic sector by paying more attention to the sectors that were less
granted during the duration of the study.

Keywords: Credit facilities, Credit Concentration, Bank risk, Return,
Profitability, banks.
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RETURN
Fixed Random
T/2 0.65 0.25
HHI_S Sig 0.519* 0.805*
Coef. 0.014 0.005
T/2 0.26 -0.97
LiQ Sig 0.798* 0.334*
Coef. 0.006 -0.023
T/2 0.90 1.71
BS Sig 0.378* 0.086*
Coef. 0.005 0.009
T/2 -0.36 -1.05
cons Sig 0.720* 0.293*
Coef. -0.051 -0.150
R-sq 0.064 0.030
chi2 0.51 3.56
Prob 0.681* 0.313*
Hausman Test chi2=6.93, Prob= 0.074*
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Fixed Random
T/Z -0.74 -1.04
HHI_S Sig 0.464* 0.298*
Coef. -0.096 -0.146
T/Z -1.32 0.75
LiQ Sig 0.201* 0.455*
Coef. -0.212 0.086
T/Z 3.54 1.84
BS Sig 0.002* 0.065*
Coef. 0.119 0.060
T/Z -3.38 -1.69
cons Sig 0.003* 0.091*
Coef. -2.871 -1.469
R-sq 0.372 0.224
chi2 4.36 4.96
Prob 0.014* 0.174*
Hausman Test chi2=0.25, Prob= 0.969*
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& bl slaeY 5SSV zasall iy (Random Effect) dulsdall JEY) 2 35aig
Cialy Cun ) 3 digiea pe gkl (sYly (Hausman Test) plewslas jlos) Galbs
Random ) dglsiall JEY) #isai miln Ao slae¥) o) 2S5 050 13y (Prob=0.969)
.(Fixed Effect) &l HEY) 73500 (o Juadl (Effect

& DS L o e WDle a4l (5) o) Jeaall DA e Baad Gaw b o el
G aaY) Jalee Lad o g il Gmyg goleai®Y) g Ul Caen Ll Dt
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(Ssiase dic Aflias) AN 93 5 ADLall o3gd dag ¥ adl il cujedl (I ¢(0.146-) <y
%5 e 1S a5 (0.298) Liginall duni cialy Cua %5 AN
iy o Algd) Ll (gyima i agng pae gl cujell dlailiall cipsiall Gads Led
il sl dpwilly S ¢(0.05) o ST a5 (0.455) b Aoginall Gt Cirly i)
(0-05) o0 ST 25 (0.065) Fuginall dus Cialy Cun dugina AN 53 4l 0K ol8
Jiall aaiall digine Ao 53 B sgng pre ol a8 (S 2 sl pl Juals
e oS oay (0.174) disins das by L) el o dadine ddaliall clyuialls
.(0.05)
teh Lo i pa Lo e el
P< ) dusira (Soina die Aulan) ANy g3 A ggag pte Ao pali Allg atel) duiad i
doid) Ay o alaBY) plal) s ALY cBlgadl) Asiaa B U (5%
A gual) dgagdant)
& Sl (P 5%) Lt (ggise vie Alias) AN 53 i aag Y (AR dudajdl) >
doll ool dbiad)l e o cDgndl) plsl i Anla¥) cDlgadl) dadas
A ygaal) Lol
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ZAN) Aaca ) La) i 1(6) Jssa

RETURN
Fixed Random
T/Z 1.75 0.34
HHI_T Sig 0.094* 0.734*
Coef. 0.052 0.010
T/Z 0.03 -1.48
LiQ Sig 0.974* 0.138*
Coef. 0.000 -0.037
T/2 0.41 1.89
BS Sig 0.684* 0.059*
Coef. 0.002 0.010
T/Z -0.09 -1.27
cons Sig 0.928* 0.204*
Coef. -0.012 -0.184
R-sq 0.162 0.034
chi2 1.43 5.85
Prob 0.261* 0.118*
Hausman Test chi2= 8.86, Prob= 0.031*

Goiwa 3 Aglas) AN 13 L8 e ¢ STATA galiy clild) Juiad (e Gald) :juad
(a=0.05)

(Fixed Effect) il Ji¥) zisai slasinly Lumpll sl &3 (6) A3 Jeaall Lo ol
& bl slacy 5SSV zigall laaYs (Random Effect) ddlsiall JEY) #3gai
Caly Gus ) 3 dsies jgll sy (Hausman Test) glawshh sladl Guls
DBV zisa il e alae¥) of S5 aysn 138 (%5) e ial a5 (Prob=0.031)
.(Random Effect) dulsiall HEV 73500 (o Juadl (Fixed Effect) au)

& OSA i On A Do 2 4l (6) o) ol DA e Baad Gaw Lo e ol
G ) Jalee dad e @lldg dlainall Sy cBlgadl) glsil a5l cDlgasl)
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Ssise die Alaa] ANS 5d A1 AL o3¢l aag ¥ il il ciyell (K1 ¢(0.05) sy
95 e ST a5 (0.094) digiaall Lo iy Cum %5 AN
dle o gl dual (geime S gay are ol cogll Al chsidl gads L
panl il XS ¢(0.05) e ST 8y (0.974) g Lgieall A Cily Cum dlaindl
(0.05) e ST 25 (0.684) Liginal) s ialy Cum Augine AN o3 4l (S Al li)
Jiall aaiall digina AN 53 51 agag pre cudl a8 JSS 23l mil Jualis i
e ST (a5 (0.261) disine das by il il o dadiae dadball cialy
.(0.05)
teh Lo i pa Lo e el
P< ) dugine Gsima die Alaan) A3 g3 1 g3 pie o (il Allg atal) Apad Jul
@A dadaal) e o cdlgad) glel cua Adlaiiy) cugadl) diiaa B KA (5%
A geal) dzalail) el gid)

& Sl (PS 5%) st (ggise vie Aflias) AN g3 F aag Y rdal) dudajdl) >
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Aol Ll LA it 1(7) s

PROFIT
Fixed Random
T/2 -0.95 -0.33
HHI_S Sig 0.351* 0.743*
Coef. -0.180 -0.057
T/Z -1.17 -0.60
LiQ Sig 0.253* 0.551*
Coef. -0.188 -0.085
T/2 3.67 3.19
BS Sig 0.001* 0.001*
Coef. 0.128 0.102
T/2 -3.53 -3.09
cons Sig 0.002* 0.002*
Coef. -3.013 -2.505
R-sq 0.382 0.361
chi2 4.54 10.44
Prob 0.012* 0.015*
Hausman Test chi2=5.18, Prob= 0.158*

Goiwa 3 Aglas) AN 13 L8 e ¢ STATA galiy clild) Juiad (e Gald) :juad
(a=0.05)

(Fixed Effect) il Ji¥) zisa slasinly Lumpll jlasl &3 (7) A8 Jeaall Lo ol
& bl slacy 5SSV zigall laaYs (Random Effect) ddlsiall JEY) #3gai
Cialy Cun il B digiea pe gkl (sYly (Hausman Test) plewsls los) Gubs
Random ) dglsiall JEY) #3sai miln Ao slae¥) o) 2S5 oys0 13y (Prob=0.969)
.(Fixed Effect) &yl HEY) 73500 o Juadl (Effect

i (A daSe Ble g 4l (7) W& deanl) DA e B3 G b e el

alae dad Cawa @l clill Lasyy cDbgatl) gloil i Aulay) gl 4 S
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Ao 53 1 ADa)) adgd aasy Vo4l bl ekl oK ((0.057-) caly Al syl
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