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The impact of credit risk management on return on equity in Algerian banks
Standard study for the period (2002-2021)
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Abstract:

This study aims to demonstrate the impact of credit risk management on the return on
equity in Algerian banks for the period (2002-2021), By using the non-performing loan ratio
and the loan loss provisions ratio as one of the credit risk management indicators as
explanatory variables, and the rate of return on equity as a dependent variable, This objective
was based on the autoregressive distributed lag time (ARDL) model, The results of the model
estimation showed that there is a long-term equilibrium relationship between the variables of
the study, As for the parameters of the regression equation estimated in the long term, it
indicated that the non-performing loan ratio had a negative, non-significant effect on the rate
of return on equity in Algerian banks, The results also showed that there was a significant
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positive relationship for the percentage of non-performing loan provisions on the return on
equity during the study period, and the results of the model estimate in the short term showed
that correcting short term errors and returning to the equilibrium situation in the long term
requires less than one year .
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Glehal b Jsaall Ggail dlee Callaiig copolais ALY ageall il Loga el Clagie 400 2o
(990= 2014 ¢ sile)) aflasase dphcd & (o gy piall (U8 (Dle) Ganals 4335308

oY) halia 3 cipdigan

aic hpee i) Jle ol idial (iliie & (CAR)JW (ul) BS duns sdlal) () AGUS Joma
L) (e desana a3 ¢ (Sharma Poudel, 2012, p. 12) shliall mapal) dcays (o dysie A€
s A Ll e s Sl dasal) edseal (e B a8 Jle Gl i U @il of e S
O sl e Adle Jle uly S Lgpal Al @il o s bl Balap¥) 13 e lys abiall alul) (8
Sl Gy s il o Y ey Lo Wils Gaadl JU) ) o Laliall Gugyne (i) 8 o)l
Jaine Sbedl Alls 8 Lass 8 ) sagaaad) Bluall Dl bjie J Hhlas o) mapall e Jiial)
(Naili & Lahrichi, 2022, p. 6)

& ylats Gladl aay 01988 sle & W Gy RS Glay AV Lelias Bl Al cued
o3 Uy cAanye Ayl Lghysha dagy s Jeal¥) Lo adiad JL o)) B dpalle G auag
sl alllie P e LB gl QW Gy ) i e 2 d3b @Sy & %08 Al
SRl o (I 5Ly g Cipeaall L ety (A Dhlaall dubua ST 5% Gy JU Gl (Y]
by dedill jhlaey Geudl Hhlaey oladl) jhlae deds 2006 slal sl (Al 4 yadl)
o o i) aily 3y il el il ally Ay SN A padl Cililead) [l ciliiiall
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(3 Bt 2yt Ty ) I o el

%08 < = Ll Gy S Jae

(Gondl ik Jinil) ik L) el Jaanyal Aldinall LYl
Non-performing loans Ratio (4yildl j& o ddiaall) 8faiall ag Al 4 @
g A8 (gagy ealdd Qlwd ey il 3yplad S ARG Jpal) Cagn Haxi 22y @ (NPLR)
oheialy Bl ol e iy gl JW g e U 5 0 pagil i gl
Slasasall 3asas Aalaiall JSLEA a3 ga Bfiniall Gyl dand e salls o(Ayalew, 2018, p. 25)

ceDlgustl) Asina
o Al A eSS dplail) gl b QL) Hlalaal iyl dsall (b Biedall Gl A
Slad daw 2383 Cua (o) Jhlad Al B0 e 85e s Sl dala) sasall sl
: (Jubouri, 2018, p. 262) Jl saill e il s3a cilaia) & 5 gl Jaa) ) (g8l
3yaaiall (g 5al)
Cldludly (a5 8l el
Shlia b oSaall Ll Coaa dlie Jay ol o) Lo dge 128 %25 Al o3 cajslas 13

= dduadl a8l A

(Ayalew, 2018) L)
s Bysdiall Adladl Glibadl 8 Wjledls dull pda Cludialy a8 Chliadll pea Cnpal il
ypaay Al ssladll b G g Jaladl J5Y) Bgladll U5 Biiwial) (g il sl o) (2018 ¢y
33 ey clinllae (S Y oAl lalee S cVa ) Gagsil sda iy el e Laal
LIl S 8 A DU e A
Loan Loss provision « Gadll §)lud clawia duwl )8jkaiall (ag il ciligs Jua -z
Mol axe e Aaill) gl pledl GaadaS adiad il Z LYY ) o3 Guiy ( ratio(LLPR)
Ladiey gl yilud dgalsal el slain) A€ cpi AU Aplay) Hhlia)l Gldse (e Ll 2y
o dhaipall Hhlaall dajs paliaily Gagdll jiled dealsel @lull dagad dany alak duall oda oy
(802 <2020 «rlay) Alzinall s3a ans ) ALSYL (mg al Albine die s & il (uSay
tlaag @il alal oiyyle ia Glaradall dulu ) i 48 5L,
bl seds e ol vl ane @it leie eSSy 1 (€X POSt)iaey Giligse -
Aliaal bl Gulud ol Gl mie dme LeusSs Sus 0 (X ante)idd cligse
(300= <2016 cixile () .Aadsial)
: (ROE) (Return On Equity) 4slal) (358 o xiladl 3.1
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Al by Gaa el b plai¥) s chdseS Jle a8 (8 el s padiin L LWle
(Hosna, lelaaiul caudll €1 Jsuall o 2ilally A8LY Gsin o 2l o ands (y)a¥) o lal gl
Manzura, & Juanjuan, 2009, p. 12)

dle Ly sy daldll JlseVls ddlall dapill gu duall e Hle s ASll G o dile)
D i) a2l o Cipead) 58 S Gy WS o(Ralad) Jse¥l) speindl Jlga¥] sy
(28602 2016 didile () . Sas dlo ol (ol duajiaal)

Gsin e Nl Aty gl 5o S (wld (Ko LS gl dmyy (olil age e ROE sy
- Aliise 2 L) 2l oyl slaall J2all il s sae of ) mag A AL

daand O (S A Z L)Y e Gy Y ZL)Y) g 3 ST (b g ALl 38a o Silad)
Gsia o Loguia dypuall aay 4,80 o) J2al) dla 4l Cipays ¢ agedl JLall uly (e 38530 e le
Jlall Gy 4Slall Bgia Jiaig cihally Clatil) apan ads 220 # L)Y Hliie g8 Jaal) ilas ¢(rat L)
(Hosna, Manzura, & Juanjuan, 2009, p. 12) .sxisall Z LY A ALaYL 45,80 4 i)

@) gl Ly dam€ il e Joasy A 2lall jliie s Grealual) Bgis e dilal)
i) LlSs LY Baiail 3lgal) oa alaatinl 8 il 50 iS D) oy UL sas ¢ lalaall aleat sl
onaa Sally 5T dile 3iat Glanay 3l e Gl Jo WK Jaeall 128

@ Ol Jisal o Bimall mpll dla D gpealiall Ggis e Slall ad ale ISy
Jisel Platial o el 508 a0 s el 8 G ganlisal) dliag 2 2l ) el GllXS, i)
(30 U= 2020 7 )ul) 4y i)

(454 L= 2018 cauny) 24Ul Aalae DA e pealial) Ggia o ilall Jane (uliyg

Jadl ila
L) g

Sl lal) 53l b Gl ey S Ggia Slo el dle Gl b oealidl Jindy ole JS

B o e Jy ESL s

@bl hpad) AU AL Gia o ald) o olay) hlda 53 Y Auuld) Aupy 2
(2021 -2002 ) 35
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) @l B lad 5 aily (Al Glpatie (X2) Biadall gl Glaaday o(XT) 3l (a5l
< yariall oda Cayyan

(Unit Root Test il i L) )Judbud) 4 hfia) duls 2.2

LAl sk ol et o W) il Y iliey (i) b b ziea o Ay
Bl o (ssime 51 ey mipall b Aapnal) il dgall JuSlud) Al sxe yaadl saagl s
A Jerind ) CHERY) ab) ey ecliial JalSil 455 pnd why DA (pa e LR 138 Ll (Biny
(ADF) wusall Jls Soo L) asd Al dolai@y) clahall Jlae 8 4ol Judlad) i
DLEAY) 13 il gy (01) o8 Jsaalls Augmented Dickey—Fuller

3aagll yial (ADF) mugall jigh K03 JLd) miliis(01) ad; Jgaad)

daj Js¥ @A (6 Shusall giadll | cfpaiall
&kl | Prob A Al Prob Al Al
sic Adganl) | 4 guaal) Ldganll Lganall
%5 %5 e
|(]) 0.0119 -3.040391 -3.770493 0.6327 | -3.029970 -1.243731 P it &= Y
0.0074 -3.710482 -4.785831 0.8594 | -3.673616 -1.288011 el &=
oLl
0.0006 | -1.961409 | -3.908325 | 0.4714 | -1.960171 -0.535385 | b ojem
sladl )
|(1) 0.0035 | -3.040391 -4.367852 | 0.5519 | -3.029970 | -1.417364 culs &= X1
0.0189 | -3.690814 | -4.229048 | 0.4380 | -3.673616 | -2.250562 ey &
ENP
0.0002 | -1.961409 | -4.290502 | 0.6562 | -1.960171 -0.041476 | b e
slail
|(1) 0.0000 | -3.040391 -7.584893 | 0.0619 | -3.029970 | -2.917175 il = x2
0.0000 | -3.690814 | -8.032780 | 0.2256 | -3.673616 | -2.763203 el &=
oladly
0.0000 | -1.961409 | -7.995425 | 0.1967 | -1.960171 -1.217300 | ey e
sladl )
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e Bl maead dysundll (ADF test Statistic )as o 1S (01) a8) Jsaall Pla e
b o) LS Agnl) Aflany) adll e S ADEN 3kl ay (YXT,X2 ) Al ey dualal)
S it ol Bans Jda gl Al Judldl moan ol Ny %5 (e S PrOb (o) isinall (sginse
cSyiall 2ic

aeal 4wl (ADF test Statistic )ad o) W Lls ety Jo¥1 @980 die HLEAY) chial die
) Ji Prob x5 L iy cddsaall dglas¥l aill e JB Auball clrial dgell Judld)
Gk (Sey JUlls el(1) ¥ daal) (e dLelSie dpejll Judladl S o) gt 4iay ¢(0.05=%5
ARDL £ 35

JSI Bl Al dapy aand (gyppmall e pisall i U o lial) sla) e yaas 3.2
Aadinly Bl Al dap mag JE JSENS ¢ IV Anall e ALelSie LdsS e Al iy
Akaike Information Criteria (AIC) Glaslas jlas

duapal) 7 3gall Aadiall culgadl] JLd) (02) a8 Jeid)

Akaike Information Criteria (top 20 models)
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E-views ilajia @ juadd)

@ (AlC) Ll dad J8) Jisi lly zaseill JBall o Ua¥) 8 o) ey oDl JSEH DA (g

Al (X2) _wiall Wl paals g (X1) Jiad) uially (V) aldl) uiall of a3 a5 ¢ARDL(2,2,1)
Baaly Al da)

8 4y (ARDL) ghsall A plasi¥) zagad aladial Ul & 0 idial) Jalsil) sl 4.2

g (Bounds Test) agaall jlidl PlA e elldy el plall il Hladl chal P e z3sal)

Aol (ke JolS5 a5 Jadal) S s gum b ez saill Ciiia o JaY) Ak 3l (e (i)

il 4)lie Gguadl(F-Statistic F) ied o ofiacadl o3a sl sty o(dide JalS 2ap )
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s pady Wl Llally Loall agaall 8 dspall sl (e ) Agguaadl FoalS 136 (Pesaran J aaall
(354& 2021 ‘c«l,_u.a) d.p.ﬂ\ ua)sn d.m} eAﬂ\
(Bounds Test) agaall jLad) milii (02) a8y Jgaad)

I(l) eV aall I(O)@N\ aall Asmal (g5
F—statistic
3.35 2.63 10%
4.247540
3.87 3.1 05%

E-views cilaaa e alde VU sl slac) (et juaall

oY) aall dapall Aall e adied Caga (1) sV Al (e dlalSie duhyal) Cilyrie S o)) Ly
chiall 03gd aaye uliaS

) ) Wall dgaall s &85 4.247540 cialy Lguaall F aad o) odle) Joaall P e Laadl
35as S s e o= 05%5 o= 10% (e JSI dgginddl cilayal ((Pesaran J algaall adll e S
bl clyatie cpn Siitie JalSE asmg (o) spuial) Clyaially il ial) G JaV1 Jish dls dDle

Op Hiide JalS5 agay xSl ALl bl e lely : Jyghall gaadl B ABMal) a5 5.2
b IS JaV) ALk DAl a3 duhal) <k

ARDL(2,2,1) skl Ja¥) 2 g 3salll cilalra s guilii 1(03) a8 Jsaal

Gl parial) Coefficient Std. Error t—Statistic Prob.

X1 (saiall (g il Aans) | —0.291657 | 0.227600 | -1.281444 0.2290

Uas Al Slaaisedus) | 0.481844 | 0.095574 | 5.041587 0.0005
X2 (3 il
C -5.211897 | 4.728464 | -1.102239 0.2962

E-views cilade e alde WU sl slac) el sl
led (X1) imiall img b Asnsd o) (I (Bp2all lasi¥) Alslas) JaV) Alygle ADal) i ilis s
S o2 8aaly B3 il gl A ) ) oY) S Ggia e sl e o ik
Adlan) ANVY 03 Ll A&l 2D ) ) 13 o) Y0029 @ ASL s e Sl Jaee (alessl
lhsina pde judy Lo 1oy %5 358 a5 %22.90 Caly Addaal) 03] Prob Jlaal) ded oY 1dag
OSags edishll Ja¥) b ASLI Ggia e sl e 55 Y afieid) G ) A o Q) S ils
LAY clgdlse) dyleal L3RG Al cililecally 4yihall dlaill Leam ) dulaty) clulpdl olld s
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iy Gyl (g saaiaal) 43! il il b alills cdlainadl iluall L) claaiall 4GS
mie o L saly il Sl Aalall JIsey) Ay ) g5 Al sedladl dalas algialy sl
- s Al

Glaaic dual (%500 JH0.0005)gsine (Rph dDle) ) ) asmy I il i,
8iaial) g Al laiadie A 32k o) Cus AL Geis o dlall Jars o (X2) iall (a8l
Gelbiv) WS 4l ) aal) ey «0.48¢ Al Ggia o dilad) Jare gléi)l ) (g5 3aaly 3aagp
&t 3l (Jally Sl (& gl o e LS Gag all (e Wyiled ALEL) Glighe panadd Sl
- gy

o WSy JaV) Jysh z3sail) 08 22y:(ARDL-ECM) sl y& Uadl) aal 3gai 6.2
deigall slad) gl A aaiV) giad (ECM)Uadll s 3sei aladinly JaV) bypai 48
: Ju (AORDL)

ARDL(2,2,1)Ja¥) §ymad A8l i il :(04) a8 Jsaad)

Variable Coefficient Std. Error t—Statistic Prob.
D(Y(-1)) 0.453053 0.184583 2.454472 0.0340
D(X1) 0.230343 0.158110 1.456857 0.1758
D(X1(-1)) 0.380048 0.170314 2.231453 0.0497
D(X2) 0.082031 0.145659 0.563172 0.5857
CointEq(-1)* -1.010934 0.215106 -4.699703 0.0008

E-views clajaa e aldeWU opfialll slac) (et jdiaall
0=0.05) iysime CointEq(=1) Uadll mamai aa Zabea o Dol Jsaall DA e Laadls
Gaad gl (=1.010934) Ll Lgiad o Loagl Jaadly ¢ 8K Layill (38a5 iy (Prob = 0.0008<
g3l (5)a) Bl cdyshall Ja¥1 & Il olaily JaW) 6 yuald 405150 4l Sy Lo Moy ca 301 Jajul)
O B @pxin 43) Cua cpshall da¥1 (8 (D) gl sasally uadll Ja¥) o lbd) maal o 308
cashal) JaV) 4515 e fslyy yuadll Ja¥1 8 DAY Jaaedl (1/1.010934=0.989) 4

JSLiall (g oslig yatall zdsaill Basa (o S 1 jakal) (ARDL) g dgadl dpadiiill) cylsy) 7.2
2300 dpasimll chlaaV) ¢ haly a s 4l
Ol ehaly ey :Normality Test  dugdall sUaddll andall ajeill jLad) =

Jarque—Bera
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Jarque—Bera lial milis :(03)ad) Joid)

Series: Residuals
5 Sample 2004 2021
Observations 18

Mean 1.23e-15
Median 0.235579

Maximum 5.711454

Minimum -3.750468

Std. Dev. 2.245763

Skewness 0.565264

Kurtosis 3.508421

0 - - - Jarque-Bera  1.152438
-4 -3 -2 -1 0 1 2 3 5 6

4 Probability  0.562019@

N

=

E-views ila i jaaal)
@sludt Agllaia) dagdy 11524385l Jarque—-Bera jlaal dad o) LDl odlel JSAN (1
dchga ¢adl) o) ABWEN dpadall diajell Ji8s diag %05 AV (gsiie die dgima pe SR 0.5620.19
Ll Ly
& man Jull Jsaalls :Autocorrelation sUad¥) o A3 LLGN) axe jLEd) =
sl co el L5 S iliaY g pine L)

EhaY g e lidl il 1(05)ad; Jgaal)

Prob JLiaY! ﬁg‘ il
0.4627 F-statistic=0.588266 Serial Correlation
0.2933 Obs*R-squared=1.104348 LM Test

E-views cilade e aldie WU sl slac) (et sl
Alaay) el &ua Chi- Square; F-statistic 4ygiea pae ) JLoaV) =38 uln
Sl Y zasalll Gl BE paall =y s by <0.05 e oS) as il e 0.293300.4627
L1 Bl ) A (e
:Heteroskedasticity ¢ulall @l axe L3d) =
ARCH jlial il :(06)a8) Jgaad)

Prob JlaaY! il Sl
0.7258 F—statistic=0.127664 ARCH
0.7049 Obs*R-squared=0.143464

E-views cilaaa e oldieVU Giiall) slac) (et juaall
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G panll dpcad Jod A (ARCH) 5131 jlasi¥l dag piall cplall il ane HUaal il uls
Chi— ;5 F-statistic (e S dy5ine aaed 1y ¢ pliill (BA) A5G d5ag a2e ) cplall @l e ai
.Square
iz dgail) 13gd Al JSEN Gua G akall z 3gadl) Aaidla Ll .
Ramsey RESET lidl xilis:(07)ad, Jsdd)

Value Probability
t—statistic 0.669722 0.5198
F—statistic 0.448528 0.5198
Likelihood ratio 0.875419 0.3495

E-views cilade Je alde WU sl slac) (et sl
! «0.05+ S (Probability )idlaay) adll o sk Ramsey RESET laal DA
2 dsaill g aaiinall Jal) JSEN daaal il 1345 %35 dygine ssine de NS ade
z sl Aphsinl e S0 Auay :a8al) (ARDL) gz dgad cdlalaal ASell Jhiiad) Lid) 8.2
gsanall Jlidl Cusum Test L bl ehab agiin dighlly juadll cpla¥) 8 adhaie ciliy
- Axgliiall Algll Slagpal aS)AN g geaal) ladl Cusum Of Squares Test 5 ¢ dlsall STl
A5l (S panal) L) 5 1 (04) o Jed
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—— CUSUM 5% Significance
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—— CUSUM of Squares 5% Significance
E-views cila ia 1 jaaal)

llapas lsll ASI g panall ol ofiaddl cpiniall o ol oI

dm L;\A ..-.~

Jashally suadll cpadsail)l e IS A hain) la o) Jsil) (S addes (%5 Aygina 3g0a JAl ST

1gasaill Alaal) andll)
Zsaill AlasV) anil) ailii :(08)ad; Jgaad

R-squared 0.829115 Mean dependent var 19.82944
Adjusted R-squared 0.709495 S.D. dependent var 5.432648
S.E. of regression 2.928117 Akaike info criterion 5.287698
Sum squared resid 85.73869 Schwarz criterion 5.683419
Log likelihood -39.58928 Hannan-Quinn criter 5.342263
F-statistic 6.931254 Durbin-Watson stat 2.312423

Prob(F-statistic) 0.003498

E-views cilaaa e alaeWU iiall) slac) (et juaall

o &l %82.91 (R-squared) yaaill dalee P o zidsall Ayl

syl o) asdl

Dl e L AL Ggia o el Jee b Jealal) Ll e %82.91 e Aliiad) < jaial
A Ghasial sy (%17.09)

Jil a5 (%0.34) 0.003498 = Prob(F-statistic) ¢ odel Jsaall A e Loyl oDl

Shlie Y Aolant AV 53 ) sag 4 f (JSS (sine z3sall ) Jy Ting %5 Lgiadd (sgine (3

AL Ggia e silal) Jaee e olasy)
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iala
Dbl (e a4 @)y Le Ledalin o V) s palaall cilolai@yl b gl Ll Al a2,
Aol bl sy Lo ST e Apla¥) halaadl yoeiy codeadl o) LelSay gimny o Ll i A
i) 485 o2 ela ey O] Hhlaa Bylal e 5Sylly alaal) gl 3hal (e pedinl Las
zisai e alae¥) gy dpihall ol 8 AL Gga e sl e oladyl jlalia sl i LY
b Al ) Y Jeagill 2 (ARDL) dejsall ¢ Uaiy) culyial I3 lasay)
lay Prob(F-statistic)=0.34%< 5% ¢ LD zisall Slas¥) ausill PR 0 -
D ang 43 laalde AN Abad) ducajdll Jod (HO dpeaall d)l) dpadll (b ) Loy
Giradll il LSk Ggia e dldl e olay) jhlie syl dilasl ANy
C Al 558 DA gl
Lpl Aflanl AND 53 aan ¥ 4d) e et ) HOp (V) Lol dunjll Jed -
S OASW Gaa o sl e glay) hlie 5yld) Glise aalS sl g sl
Lpihall dadll leain Al LaladV) Glubudl s aag o) Sars ddpihiall Cijladl
Slall L Glaaadadl LGS I AVl s Llead AL AU @lilally
ial) el Capla (e sadiaal) 330 paY) ac sl gl alaes ollls (Al
flias) AVs 53 ) aag 4l gl Al Zaadl) Jsdy HO, 4B dejdl) dpaill by =
Gsia e gl e olaly) halae 3)a Clydse aalS sfiatiall (g il ligge dunal
gl Cliaate dus 32l o) Cyedal il o Cua cdgihall Cajliadl 8 ALY
el 15 <0.48 Skl Gaa e dlall Jaea g L) ) (0% Basly 3aa g B fiatall
il Ll s LS (g il (ha Lajilt ALla) Ciligie Ganadd Sl che Uiu) LIS 43
gy sl by Lyl b
Deadll Ja¥) slad) mmaal o malll Ja¥) 8 pisall o i DA e Laads -
Baals s (e JB ey Jyshall Ja¥l (8 515 aaia sl 53 52dls

Rhay L) Lhlie 3l dale Adeay Lhlad) Bla) e dee clahy WUl gygpm -

b Jiar alea¥) sl oy o(J Gy LS Jaee Jie ) leabd) (e Aabll o3
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o BNl R ey m ol ks e de Al gl e -
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