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Measuring profit efficiency and analyzing its determinants a
sample of banks operating in Algeria
An applied study during the period 2010-2016
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Abstract :
Given the conditions and challenges imposed by globalization and the resulting
fundamental changes in the nature of the banking sector, it was necessary for
Algerian banks to find for themselves a set of ways and mechanisms that allow
their growth and survival in the banking market, and from this standpoint this study
aimed to assess the efficiency of profits and their determinants for a sample Of the
commercial banks operating in Algeria consisting of eighteen (18) commercial
banks during the period (2010-2016), this study also used financial ratios to
measure efficiency through the rate of return on assets, and It was concluded that
private banks are more efficient than public ones in terms of profits. As for the
standard aspect, the panel models were used to analyze the profit efficiency
determinants of the studied banks, and a number of results were reached, the most
important of which are: the determinants of profit efficiency (ratio of ability to
attract savings, bank liquidity ratio, bank size) had a statistical significance at the
level of significance 5 %, However, the negative indication of the variable size of
the bank contradicts the logic of economic theory.
Key words : Profit efficiency, Return on assets ,Panel models.
JEL Classification : C4 C40
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_ (sSRpoorea=SSRLspy)/(N-1)  (0.011027-0.005711)/17

Fs SSRpspy/(N(T—1)—k) 0.005711/18+6-3
Foos(NT —N —k,N —1) = F;,5(105,17) = 2.001

OF Tkl ez dll iy adall ol 235 ey (lpddl i adlam] o ST dygetl 3 b alas] OF Lo
Fealail o B Al UV 2308 pLT 0S5 b Sl ol A @ Jads 3Dy
Olergn jlest 4] bl atlpse oTa0l o2 s 23 d)l LV o OF 38,
,GJL:;J\ oda s QU Jgadls c%;tj,:,d\ C';)A;Jb ol CS}A;M om Al 3 L) s Bl s o
Hausman i) il :(06) a2, Jgaad)
Correlated Random Effects - Hausman Test
Equation: EQ04

Test cross-section random effects

=5.796

Chi-Sq.
Test Summary Statistic Chi-Sq. d.f. Prob.
Cross-section random 9.756006 3 0.0201

Cross-section random effects test comparisons:

Variable Fixed Random  VarDiff, Prob.
X1 0.029511  0.025104  0.000021  0.3405
X2 0.014585  0.012296  0.000005  0.3067
X3 -0.024333  -0.015286  0.000025  0.0677

Cross-section random eftects test equation:
Dependent Variable: Y

Method: Panel Least Squares

Date: 03/03/19 Time: 00:03

Sample: 2010 2016

Periods included: 7

Cross-sections included: 18

Total panel (balancedy observations: 126
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Variable Coefficient  Std. Error  t-Statistic Prob.
C 0.118413 0.030035 3.942490 0.0001
X1 0.029511 0.008851 3.334038 0.0012
X2 0.014585 0.004773  3.055405 0.0028
X3 -0.024333 0.005533  -4.397635 0.0000
Eftects Specification
Cross-section fixed (dummy variables)
R -squared 0.720610 Mean dependent var 0.021351
Adjusted R -squared 0.667393 S.D. dependent var 0.012788
S.E. of regression 0.007375 Akaike info criterion -6.830459
Sum squared resid 0.005711  Schwarz criterion -6.357746
Log likelihood 451.3189 Hannan-Quinn criter.  -6.638411
F-statistic 13.54095 Durbin-Watson stat 1.987995
Prob(F-statistic) 0.000000

Eviews9.0 jla>¥l msbpll ol - yball

0ly 0.05 oo B 29 0.0201 » Olersa ¥ (P-valuey a1 2l of xS Jgadt w5 Jos oo
ades < 1z (0.05, 3)=7.815 . 5ually algast aedll o ;ST UT e (9756006 - Jas5 dygdtl o 68 23
5 o) 3sadl OF 55 G Ak Bl oy Jatall p3sadl 2l Jo a8 ) Apdall n )l by e G

N

Jgadl gy Lo s e o gl Bles o5 Ladmy ol m3saidl dpall ladl BLS| o G L S

: 4\;5\

Y/ROA i) a8 S\ldl £39é flas s @its 1(07) o3y o)

Dependent Variable: Y

Method: Panel Least Squares
Date: 03/10/19 Time: 20:37

Sample: 2010 2016
Periods included: 7

Cross-sections included: 18

Total panel (balancedy observations: 126

Variable

Coefficient

Std. Error

t-Statistic Prob.

C

0.118413

0.030035
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X1 0.029511 0.008851 3.334038  0.0012
X2 0.014585  0.004773  3.055405  0.0028
X3 -0.024333  0.005533  -4.397635  0.0000
D2 0.000574  0.004363  0.131690  0.8955
D3 0.001350  0.003788  -0.356321 0.7224
D4 -0.012195  0.004907  -2.485226  0.0146
D5 -0.010365  0.003802  -2.726086  0.0076
D6 0.015506  0.003792 -4.089255  0.0001
D7 0.007990  0.007643 1.045393  0.0000
D8 0.010083  0.010597  0.951484  0.0002
D9 0.022316  0.010684  2.088699  0.0393
D10 0.020370  0.011590  1.757454  0.0819
D11 0.008017  0.008251 0.971594  0.0000
D12 0.004119  0.011804  0.348917  0.0000
D13 0.009670  0.007809 1.238352  0.2185
D14 0.003974  0.008853 -0.448847  0.1545
D15 -0.000338  0.006051  -0.055915  0.9555
D16 0.001969  0.006208  0.317224  0.0000
D17 0.012179  0.011504  1.058665  0.0000
D18 0.004709  0.012806  0.367756  0.0000
Effects Specification
Period fixed (dummy variables)
R -squared 0.720610 Mean dependent var 0.021351
Adjusted R -squared 0.667393 S.D. dependent var 0.012788
S.E. of regression 0.007375  Akaike info criterion -6.830459
Sum squared resid 0.005711  Schwarz criterion -6.357746
Log likelihood 451.3189 Hannan-Quinn criter.  -6.638411
F-statistic 13.54095 Durbin-Watson stat 1.987995
Prob(F-statistic) 0.000000

Eviews9.0 e~y milipll ol :jall

g sy S o oo dl Y1 of e asTlll (Wald Testy aly jles slarly hlas Y1 dlede oSy
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Wald _LEs) @il 1(08) a2y Jgaal)
‘Wald Test:
Equation: Untitled

Test Statistic Value df Probability
F-statistic 63.56841 21, 99y 0.0000
Chi-square 945.36893 21 0.0000
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(X2 (0.05, 21)=32,671y ¥l (Sgtms _uiis
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