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The effect of diversification on the return on total assets in the Algerian
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Abstract

The study aims to identify diversification strategies and its indicators and
determine the impact of the diversification indicator change on the return on the
total assets in the Algerian Foreign Bank of Oum EI Bouaghi Agency, in addition
to determining the nature of the relationship between the two variables.The study
also aims to identify the causal relationship between the two variables of the
study. The study concluded that the Hrfendahl-Hirschmann method is one of the
most important methods for calculating the diversification index. The applied
study also concluded that there is no causal relationship between the two
variables, the presence of a strong effect of the dependent variable on the
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independent variable, and the presence of two inverse and direct relationships in
the short and medium term, respectively.

Keywords: diversification, profitability, return on total assets, Algerian foreign
bank, impact..
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VAR LagOrderSelectionCriteria
Endogenous variables: DDHHH DDRE
Exogenous variables: C

Date: 01/06/23 Time: 22:35

Sample: 2011Q1 2021Q4

Included observations: 39

Lag LogL LR FPE AlC SC HQ
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3 218.9770 110.3143* 9.40e-08* -10.51164* -9.914465* -10.29738*

* indicateslagorderselected by the criterion

LR: sequentialmodified LR test statistic (each test at 5% level)
FPE: Final predictionerror

AIC: Akaike information criterion

SC: Schwarz information criterion

HQ: Hannan-Quinn information criterion
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DDRE = - 1.0364*DDRE(-1) - 1.0490*DDRE(-2) - 0.9925*DDRE(-3) -
0.0879*DDHHH(-1) + 0.04601*DDHHH(-2) + 0.05395*DDHHH(-3) -
0.0012

R-squared =0.981198 F= 278.3250 N =39
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