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ABSTRACT
The Impact of Risk Management on The Degree of Security

in The Palestinian banking sector

The study discusses, through analyzing the financial data of the study
variables, analyzes the impact of risk management on the security level of the
Palestinian Banking sector. These variables comprise liquidity, crediting,
interest rates and capital aiming to achieve high rate of return on assets. To
achieve the study purpose, a sample of (12) banks was selected. The study,
which lasted from 1997 to 2008, used the method of statistical analysis of panel
data and applied the following formula: yit=Zia + BXit + €it banking security.




The study shows that there is a direct proportion between the banking
security level, on the one hand, and all risks related to liquidity level, lack of
capital, fluctuation of interest rates and return on assets (ROA), on the other.
Conversely, the study demonstrates that there is an inverse proportion between
the banking security level and risk of credit banking.

The study recommends paying attention to and monitoring the behavior
of such variables and applying the formula of statistical analysis mentioned
above because of its vital role in reflecting the effect of the financial status of
banks on banking security levels. Furthermore, the study recommends taking
all necessary procedures for implementing appropriate banking and controlling
policies of risk management, developing methods of its measurement and
mentoring them to secure banking security.
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 (Return on Equity (ROE)

Net Income

Equity

Return on Assets (ROA)

(Net Income)
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(Ross, Westrerfield, Jaffe, ):
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Liquidity Risk :

(Hample, 1999) .
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Eviews

(multicollinearity) (autocorrelation)
.(heteroskedasticity)

(tests cointegration) (unit roots)

(William ,2003) .(Panel data analysis)

eviews (Excel) -

(Panel data analysis)
Panel data analysis

(OLS) Pooled Ordinary Least Square .\
Fixed Effect .Y
Random Effect .Y



(F-test)
(Fixed Effect) (Pooled OLS)

F(n-1,nT-N-K)= (e'epooled- e'eLSDV)/ (n-1)
(e'eLSDV )/ (nt-n-k)

HO: 0 =02=03 = awo:
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Variance
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—: " National Bank " -:

(1) Bank of Palestine LTD
BH BOP =-1.85 - 1.57 + 1.13 * ROA BOP + 0.05 * IR BOP + 0.17 *
CPR BOP -0.10 * CR_BOP +0.05 * LR_BOP

(2) AL- Quds Bank for Development & Investment
BH QB = 745 - 157 + 1.13 * ROA QB + 0.05 * IR QB + 0.17 *
CPR QB-0.10*CR_ QB +0.05* LR QB

(3) Palestine Investment Bank
BH PIB = 791 - 1.57 + 1.13 * ROA PIB + 0.05 * IR PIB + 0.17 *
CPR PIB-0.10 * CR_PIB +0.05 * LR _PIB

(4)Commercial Bank of Palestine
BH CBOP=1.19-1.57+1.13 * ROA_CBOP + 0.05 * IR_ CBOP +0.17 *
CPR_CBOP -0.10 * CR_CBOP + 0.05 * LR _CBOP

" Arab Banks " -:

(1) Cairo Amman Bank
BH CAB =-446 - 1.57 + 1.13 * ROA CAB + 0.05 * IR CAB + 0.17 *
CPR CAB-0.10 * CR_CAB +0.05 * LR _CAB

(2) Arab Bank
BH AB = 491 - 1.57 + 1.13 * ROA_AB + 0.05 * IR AB + 0.17 *
CPR _AB-0.10*CR_AB+0.05*LR_AB

(3) Bank of Jordan
BH JOB = -2.76 - 1.57 + 1.13 * ROA JOB + 0.05 * IR _JOB + 0.17 *
CPR JOB -0.10 * CR_JOB +0.05 * LR _JOB

(4) Egyptian Arab Land Bank
BH EALB=1.59-1.57+1.13 * ROA_EALB +0.05 * IR EALB +0.17 *
CPR_EALB -0.10 * CR_EALB +0.05 * LR_EALB

(5) Jordan Ahli Bank
BH JAB = -4.46 - 1.57 + 1.13 * ROA_JAB + 0.05 * IR JAB + 0.17 *
CPR JAB-0.10 * CR_JAB +0.05 * LR _JAB

(6) Jordan Commercial Bank
BH JCB =-1.59 - 1.57 + 1.13 * ROA_JCB + 0.05 * IR JCB + 0.17 *
CPR JCB-0.10 * CR _JCB +0.05 * LR_JCB



(7) Union Bank for Saving & Investment
BH UBFSI=4.68 - 1.57 + 1.13 * ROA_UBFSI + 0.05 * IR_UBFSI +0.17
* CPR_UBFSI - 0.10 * CR_UBFSI + 0.05 * LR_UBFSI

(8) The Housing Bank for Trade & Finance
BH HBFTF =-2.58 - 1.57 + 1.13 * ROA_HBFTF + 0.05 * IR HBFTF +
0.17 * CPR_HBFTF - 0.10 * CR_HBFTF + 0.05 * LR_HBFTF

(Random Effect) (Hausman Test)

: (Fixed Effect)
W= x2[K-1]=[b-B']" y'-1 [b-B']

HO : no correlation

H1 : correlation

[b-B'l [K-1] x2 W
y'-1 [b-B'] (Random Effect) (Fixed Effect)

(P. value < 0.05)
.H1: correlation HO : no correlation
.Fixed effect
(Fixed effect)
(Panel Data)
(Cross- Fixed effect
sectional)
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F-Test Housman- Test

()
(P. value
.001 < 0.05)
(P. value .059 < 0.10)
Housman F-test
()
()
(P. value
.0012 < 0.05)
(P. value .0148
Housman - test —F-test <0.10)

()



(Fixed effect)

Model (1) | Model (2) Model (3) Model (4)

1.855746™" | 1.198242" 1.03" 1.1257°

(0.0088) (0.004) (0.015) (0.0075)

-0.025593 | 0.058*** | 0.051904 | 0.05093""
(0.1075) (0.00) (0.00) (0.00)

-0.183™ 0.18843™ 0.1688""
(0.00) (0.00) (0.00)

-0.07" -0.1064"

(0.059) (0.0148)
0.0489"
(0.09)

No
bt 132 132 132 132
R2 0.736552 0.915 0.912 0.916
Covallue) 0.0538 0.17 0.001 0.0012
Hausman test
Constant 11777 -0.1908"™" 1.1509 -1.5666
F test(model 2v model 1) 28.3"
F test(model 3 v model 2) 26.03"

F test(model 4 v model 3) 20.23"
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F. test Fixed Effect

yit = Zio + B Xit + £
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