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Abstract:

This study aimed to test the effect of internal factors (liquidity, leverage, company size,
capital size) and external factors (inflation, GDP, unemployment) on the profitability of
insurance companies in Algeria measured by return on assets. The study sample included
(08) Insurance companies, and in order to estimate the impact of internal and external factors
,on the return on assets (ROA), the study used a time series model to test the study hypotheses
The results of the study showed a negative and significant impact of liquidity, the size of the
company and the size of capital on profitability Insurance companies in Algeria the results of
the study also showed that there were no significant effects of leverage and inflation on
profitability. The study also revealed a positive and significant effect of unemployment and
GDP on profitability of insurance companies in Algeria

Keywords: Profitability, Liquidity, Financial leverage, Company size, capital size, Inflation,
unemployment, GDP.
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ADF-) ghall g S jladls (Fisher-PP) ¢om cunld lodl) =3l gld oSayg
:‘éjl:d\ Jeaall PR e (Fisher Chi-square
Gl GlLad) @il 1(01) a8y Jgaad
(ADF-Fisher Chi-square) jshall g o sl (Fisher-PP) ggum ounld Lad)

dagl) PP- ADF-Fisher— il
Chi- Fisher Chi-square
prb. squer prb.
ADF Ciia 3ydiua jue 0.0018 0.4937 gl LIQ 4,
(3NN 0.0000 0.0000 JY) G
e 0.0275 0.0195 Gsuall | SIZC Jll ) pas
(SN 0.0018 0.0123 S siuall LEV Ll dad))l)
ADF Ciia 3ydiua jue 0.0151 0.6628 G5l COMS 48,al) ana
8 ivna 0.0000 0.0087 JsY) @l
(3NN 0.0000 0.0000 S5l INF aa i)
SONRETS 0.9997 0.9988 & susall GDP Jadl mll
8 ivna 0.0001 0.0188 JsY) @l
ADF Ciia 3ydiua jue 0.0000 0.4553 S5l UNEM  aladl
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LIQ LEV | SIZC | COMS | INF GDP UNEM
LIQ 1 0.042 |-0.025| -0.59 | -0.11 | -0.017 0.15
LEV 1 -0.01 | -0.07 | 0.036 | 0.11 0.08
S1ZC 1 -0.30 | 0.25 0.13 -0.10
COMS 1 -0.10 | -0.09 -0.04
INF 1 0.44 -0.41
GDP 1 -0.48
UNEM 1

.EVIEWS 8cila e Je aldie WL ofialll dlac) @ jaaal)

S8 Agayy o Auhall 8 sadieall sl Cilide Lls)) dags odlel Jsaall muas
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On IS 5 Al Om g cnge Bl ¢ aall mililly aduilly A58 aaay JW) Gy aas e
oiind AA aaag Jlall Oy paa e IS Dl Zadhl) Lol ass Lt Al 5 ALl Zad))
Gaalls el cdinga s Alladly Jaall iy adill (ge IS AL Zadhl) LU g (b (Al
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ChHERY) DA Gas ¢(3) dsas b eladll oo S LSV laal & Ge o
LAY sded 4 ginall dad IS (e (Bresusch-Pagan LM,Pesaran Scaled LM, Pesaran CD)
) aaall dpmp Jis Jally (%5 e ST lgrses clS Al (0.1151 <0.1572 <0.3971)

On o Bl s Al L) by eWadY) gu S L) agag e o i
gLL.;SI\
g Uad¥) (o (I Bl Y La il 1(03) A8y Jgaadl

Residual Cross-Section Dependence Test

Null hypothesis: No cross-section dependence (correlation) in weighted
Residuals
Periods included: 14
Cross-sections included: 8
Total panel (unbalanced) observations: 109
Note: non-zero cross-section means detected in data
Test employs centered correlations computed from pairwise samples

Test Statistic d.f. Prob.
Breusch-Pagan LM 46.58654 28 0.1151
Pesaran scaled LM 1.414686 0.1572

Pesaran CD -0.846892 0.3971

EVIEWS 8 cila e e aldie WL sl dlac) @ jaaal)
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Dependent Variable: PROF
Date: 03/28/21 Time: 12:14
Sample: 2005 2018
Periods included: 14
Cross-sections included: 8
Total panel (unbalanced) observations: 109
VEFEGIE Coefficient | Std. Error | t-Statistic Prob.
LLIQ ~0.236672 | 0.016155 | -14.64988 0.0000
LSIZC -0.043562 | 0.019838 | -2.195876 0.0304
LLEV -0.019782 | 0.033454 | -0.591315 0.5556
LCOMS -0.408246 | 0.077190 | -5.288871 0.0000
LINE 0.003786 0.022218 | 0.170380 0.8650
L GDP 0.086773 0.033540 | 2.587103 0.0111
LUNEM 0.310855 0.058302 | 5.331809 0.0000
R-squared 0.752469 Mean dependent var 0.499927
Adjusted R-squared 0.737908 S.D. dependent var 1.377560
S.E. of regression 0.705350 Sum squared resid 50.74689
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) il L6 Liw 0.003 08 Jalaars Jaa i o) il seb pdcall dull
10.08 Jalray lilian) Iy e la) il sed JlaaY!
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tal Lo cny e Jpanll il i il DA e
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2018 | 2018 | 2016 | 2015 | 2014 | 2013 | 2012 | 2011 | 2010 | 2009 | 2008 | 2007 | 2006 | 2005 | 4l

11.89 | 12 10.20 | 11.21 | 10.21 | 9.82 | 10397 | 9.96 | 9.96 | 10.16 | 11.33 | 13.79 | 12.27 | 15.27 | Jw=d
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2018-2005 sxdt I3 it b JurY dowadl mstdl 1(03) o3y goukedl
PRAE PR N
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