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Capital adequacy and profitability of
Syrian private banks listed at Damascus
Stock Exchange

ABSTRACT

The aim of this study is to exam the effect of capital adequacy
ratio on the profitability of Syrian private banks. The study used
data from published annual financial reports over the period from
2010 to 2021. Ratio of equity to total assets and return to equity
were used as measures for capital adequacy and profitability. The
study utilized a simple regression model and multivariate regression
model with control variables. A Granger causality test for the
relationship between capital adequacy and profitability were
conducted. Results show that the effect of capital adequacy ratio is
significant and positive, even after including control variables the
regression model. Additionally, the granger causality test referred to

a significant granger causality from capital adequacy to profitability.

Keywords: Banks, profitability, capital adequacy, OLS, granger
causality.
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Heteroskedasticity Test: Breusch- Pagan-Godfrey
Null hypothesis: Homoskedasticity (6) a2, Jgaal)

F-statistic 1.122367 Prob. 0.3519
F(5,126)

Obs*R- 5.628386 | Prob. Chi- 0.3441
squared Square(5)

Scaled 7.935641 Prob. Chi- 0.1598
explained SS Square(5)

aady) il il

Daad) zasar of Jasd) Jlaad¥) il sy g (7) Ay dsaadl e o
b el Gl s oY) yimay cmge Jlall Gy BUS alas ol gpine
Lt o (8) Ay dsaad) (e s L(RP=6.43%) Liatiic cuilS ail) juxial
Sl Bila) vie Lgale (K& coly) 8 gl el el colal
B e Aol 030 BE L (grinay inse JWl i) RS Jaled elty ae ddasliall
(Bitar, Pukthuanthong, & Walker, 2018; Obsorne, Fuertes, & <)
Milne, 2012; Kosmidou, Tanna, & Pasiouras, 2005; Surtikanti,
Saepudin, Arizona, & Anggadini, 2022; Menicucci & Paolucci,
. 2016)
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Joel) Janiy) it 1(7) by Jgaad

Variable Coefficient  Std. Error ~ t-Statistic ~ Prob.
CR 0.536190 0.179341  2.989771  0.0033
C 0.120862 0.051474 2.348014  0.0204
R-squared 0.064336  Mean dependent var 0.240117
Adjusted R-squared 0057138 g5 dependentvar 0.384969
;Erﬁosf(;fjgrr:ﬁ'g:i ] Soroees  Akalkeinfo criterion 0.884892
Log likelihood -56.40290 Schwarz criterion 0.928571
F-statistic 8.938730 Hannan-Quinn criter. 0.902642
Prob(F-statistic) 0.003340  Durbin-Watson stat 0.621463
daadiall jlaady) il :(8) féJ Jsaad)
Variable Coefficient Std. Error t—Statistic Prob.
CR 0.632692 0.281224 2.249781 0.0262
AS 0.173661 0.267127 0.650104 0.5168
EFR -0.003820 0.001174 -3.253438 0.0015
LIQ -0.042876 0.064396 -0.665819 0.5067
LNSIZE 0.223441 0.034428 6.490024 0.0000
C -5.484588 0.902226 -6.078953 0.0000

R-squared 0.390620
0.240117

Adjusted R-squared (.366438
S.E. of regression 0.306422
Sum squared resid 11.83072
Log likelihood -28.10113
0.569931

F-statistic 16.15351
0.719834

Prob(F-statistic) 0.000000

Mean dependent var

S.D. dependent var (0.384969
Akaike info criterion 0.516684
Schwarz criterion 0.647720

Hannan—Quinn criter.

Durbin—-Watson stat
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Chaiall G Al Gasds Al claball o6 (Berger A, 1995) dulyy sy
gng e JalS (gl o Liaa il Aisa3l) Bl Gui e ibaiiall o 330
o 1Y) P e bl i e caiddl) o) Llesleall (dla f) lals
P e J wjmmh);cuuwum)ubﬁqu\ 8 lacY)
0o Aadgiall 2 LYY Baliys Load macss JalSIL Lgasysi paes WY1 (e i Slaial
Gl (maiss ) sagie JW Gy L Bl O W) Guly dss 82b) Pla
DBl axe 35 of WS .(Berger A, 1995) Ladlay) elly & L ddlall 52
ahla) JlY JW oy BUS daws by o oS ehad) o e 8 cilasladl
Sl alaely iy . (Berger A. , 1995) Juadl e old) Jon ciladgily (3gull
olat¥) Al Granger Causality ladl ehal & (1995 Berger A.) au)
sad) Ol (9) & Jsaall e gy LS L lly Jlal) () LUS dans o A
Go Y (el dush o OSAY) Al ) Dl G RS e s Al
L ADle 35a5 ) il Granger Causality las) of ) (sl 5y dsgull
al e ol chund) aaf ded sl LalSe) ) el Wl ol el

Al S dll) el gl
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Granger Causality jLad) milii :(9) a3 Jgaad

Pairwise Granger Causality Tests
Date: 02/24/23 Time: 16:08

Sample: 1 132
Lags: 3
Null Hypothesis: Obs F-Statistic Prob.
ROE does not Granger Cause CR 129 | 1.55869 0.2029
CR does not Granger Cause ROE 4.44967 0.0053

B LY shal sdlel &l deas o8 ) gl daa e Rl
slo il (e Yoy daayll GuliaeS Joa) e wiladl plasid ae oSIg lasiyl
dalas dalaly Disine G e L) duagill & Al lull Cgoldn L 4Skall Gan
Lo ADle 35a5 ) Granger Causality las) i ol (Sly JWl Gy LS

Lomlasy) (& ellyy L) ) LS Ay Bl o

rala iy

dppedl Cijliad) iy 8 JL) Gy LUS daws 5ib (e Al i
o A Cajleadl padndl Al B lEl e clily Hadiul @y
dal DA e 22021 Sas 2010 (e 5l DA W Bl Bded dayss
lagi (gpall layall diph Al pailly said) lasiylg Bl lassy)
ciladll dunsy b nsas (Sine JSE A5 W) Gy BUS Lns o ) Al
et Glo alae YL L)l i gl (K4 aif Granger Hladl el e o WS
AW ) s
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: Cilana o)
Sl Gy LS Gapa3 Bllall Cagylall Jla  djguad) Cijliaall o Cangi
Loy b ol IS iy Gjladb Geeasall AE e (A g B L
dijee W Gy AU s e L6 DA e Goeieea]l (K8 LS L Caladll
e Moy Cajliad) daay goiilly Adlall cila)Y) dgalse o Capad) 553 (52
Ll (sae Liad cnl Helah Ljleadll & L) hainl o léna) 4l
b gl dldad) @habl duhy Ogialll ol 555y JWll oy LS
Ay oy WS cplad) oY A ahasdl 8 JW) o) LS
Llaa) e 4 pal) adlially CadlSal) el 45 )laay Cajleaal] Lually JW) () IS

O el e dalite b
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