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The effect of risk on capital adequacy of Islamic banks and
conventional banks operating in Algeria
An empirical study using PANEL models for period 2009-2015
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This study aims to determine
the relation and the effect of
financial risks on capital
adequacy of the Algerian
banking system for the period
2009-2015, by using Panel
data models. The study has
found that there is a
statistically significant
relationship between capital
adequacy ratio and each of
liquidity risk, capital risk and
credit risk, while return on
assets, return on capital and
interest rate risk is not
statistically significant
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variable | Levin, Lin Im, Pesaran | ADF - Fisher | PP - Fisher
& Chut* | and Shin W- Chi-square Chi-square
stat
Level Level Level Level
y -176.259 -16.8778 42.6373 82.2518
(0.000) (0.000) (0.3584) (0.0001)
X1 -8.51 -6.52 79.79 71.66
(0.000) (0.000) (0.0002) (0.001)
X2 -15.11 -4.617 87.01 83.56
(0.000) (0.000) (0.000) (0.0001)
X3 -10.15 -1.90 60.58 109.28
(0.000) (0.028) (0.019) (0.000)
X4 -8.63 -0.94 48.82 94.19
(0.000) (0.173) (0.159) (0.000)
X5 -9.28 -1.89 61.33 105.09
(0.000) (0.029) (0.016) (0.000)
X6 -179.42 -16.62 40.83 82.17
(0.000) (0.000) (0.433) (0.000)
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Dependent Variable: Y

Method: Panel EGLS (Cross-section random
effects)

Date: 10/27/17 Time: 16:14

Sample: 2009 2015

Periods included: 7

Cross-sections included: 20

Total panel (balanced) observations: 140

Swamy and Arora estimator of component

variances
Coefficient | Std.Error | t-Statistic Peob.
c -0.270705 | 0.111987 | -2.417285 | 0.0170
X1 0.120681 | 0.370444 | 0.325773 0.7451
X2 -0.297286 | 0.902807 | -0.329291 | 0.7425
X3 0.000835 | 0.007515 | 0.111153 0.9117
X4 0.182662 | 0.072246 | 2.528347 0.0126
X5 0.344330 | 0.131459 | 2.619285 0.0098
X6 0.961603 | 0.021619 | 44.47928 0.0000
R-squared 0.952284
Adjusted R- 0.950132
squared
F-statistic 442.3907

Prob(F-statistic) | 0.000000
Durbin-Watson | 1.0488310
stat
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3kl daild
doadadal) clilull gl aladiuls dgadl) il gili 1(01) a8 Galal)
ASNEY el e
variabls | Pooled regression Fixed effects Random effects
model model model
Y

canstant -0.582476 -0.218639 -0.270705
(0.000) (0.0614) (0.0170)
X1 0.663090 -0.069256 0.120681
(0.0833) (0.8639) (0.7451)
X2 -1.548100 0.163076 -0.297286
(0.1132) (0.8681) (0.7425)
X3 -0.002461 0.001213 0.000835
(0.8294) (0.8728) (0.9117)
X4 0.251748 0.176105 0.182662
(0.0039) (0.0212) (0.0126)
X5 0.781038 0.285154 0.344330
(0.000) (0.0382) (0.0098)
X6 0.958665 0.963818 0.961603




(0.000) (0.000) (0.000)
a2 0.058703
(0.4417)
d3 -0.043403
(0.5437)
d4 -0.020538
(0.7485)
ds5 -0.014311
(0.8307)
d6 -0.014999
(0.8198)
d7 -0.004915
(0.9397)
a8 -0.014122
(0.8329)
d9 0.053702
(0.4169)
d10 0.489797
(0.0000)
d1l -0.548468
(0.0000)
d12 -0.020813
(0.7762)
d13 -0.027745
(0.7248)
d14 -0.008419
(0.9007)
d15 -0.000235
(0.9974)
d16 0.020872
(0.7472)
d17 -0.011648
(0.8560)
d18 -0.008702
(0.8968)
d19 -0.009679
(0.8861)
d20 -0.016064

(0.8012)




Adjusted 0.916370 0.972276 0.952284
R-
squared
F-statistic 242.8898 159.9176 442.9307
Prob(F- 0.000000 0.000000 0.000000
statistic)
Durbin- 0.558699 1.233962 1.048310

Watson
stat




