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Abstract:

This study examined the impact of a set of
factors determining the capital structure on the
financial performance of the listed banks in the
Saudi stock market. To achieve the objectives of
this research, we followed the experimental
method using a model based on the following
explanatory financial variables: size of the bank,
profitability, growth rate, non-debt tax shield,
collaterals, and risk.  The dependent variable
which is capital structure was represented by
financial leverage and measured using total debt
to total assets. The sample in this study consisted
of eight banks registered in the Saudi stock
market during the period 2005-2015, thus
providing us with the necessary views to use a
Panel Data Model.

Based on testing the research hypotheses, it
was found that the size of the bank and
collaterals have a role in explaining the financial
structure of the banks. However, other variables
including profitability, non-debt tax shields and
risk have non-significant role in explaining the
financial structure of the studied banks.
Keywords: capital structure, the determinants of
capital structure, banks, financial performance.
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Pedroni Residual Cointegration Test

Series: LEVIT SIZENDTS PROF GARR BUSR TC
Date: 14/07/17 Time:12:23
Sample: 2005 2015 |

Included observations: 88

Cross-sections included: 8 in non-parametric (PP) test; 7 (1 dropped)
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parametric (ADF) test

Null Hypothesis: No cointegration

Trend assumption: No deterministic trend

User-specified lag length: 1 |

Newey-West automatic bandwidth selection and Bartlett kernel

Alternative hypothesis: common AR coefs. (within-dimension)

Weighted
Statistic Prob. Statistic Prob.
Panel v-Statistic -2.323335 0.9899 -2.435910 0.9926
Panel rho-Statistic 3.299353 0.9995 3.071214 0.9989
Panel PP-Statistic -9.922626 0.0000 -10.93309 0.0000
Panel ADF-Statistic -1.263400 0.1032 0.247177 0.5976

Alternative hypothesis: individual AR coefs. (between-dimension)

Statistic Prob.
Group rho-Statistic 4.141250 1.0000
Group PP-Statistic -14.26048 0.0000
Group ADF-Statistic 2.014868 0.9780

Eviews 7 zaliy @ln e sleze¥ly 2Ll slae] oo 2 jusall
bl gp el JolSdl wldde Gt JI (2) 03, Jouzd! @ Axiosll @ludl 4is
¢ el Jurar olilesall 5 Ogaall il qusall (8901 § Aliailly Aoyl uis oo Alslall Ayl
oady ous (@lg ADF (PP« RHO ¢ V &lias] M5 (pe dlasdls L ldag « 2zl g Jlee¥! Jbolis
Al wlhisyd U315 el JalSs lBMe 3929 pue JUlls Auetall o all Jgudy abudl duin,all
Ot Galile JalSs l8Me 3929 ade ADF. PP« RHO 4cgazll 4las) Loyl (s LS (Com.AR)
Slilasyl sy Awaall syl Jeuds Jo¥l dmyudl e Aslall (Indiv.AR) Al ils,s
. Pedroni J dad!
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Pooled Model Aozl 7 5g0ill cidlolas a3 milis :(3) Joazd!
Dependent Variable: LEVIT

Method: Panel Least Squares
Date: 09/07/17 Time: 17:49
Sample: 2005- 2015
Periods included: 11

Cross-sections included: 8
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Total panel (unbalanced) observations: 83

Variable Coefficient Std. Error t-Statistic Prob.

C -1.779712 0.414008 -4.298735 0.0001

SIZE 0.111483 0.023573 4.729291 0.0000

NDTS -4.669924 6.831334 -0.683604 0.4963

PROF -0.011923 0.008354 -1.427204 0.1576

GARR -1.09E-09 2.45E-10 -4.432736 0.0000

BUSR 6.74E-11 4.49E-11 1.500080 0.1377

TC 0.002725 0.008669 0.314324 0.7541
R-squared 0.375517 Mean dependent var 0.082783
Adjusted R-squared 0.326215 S.D. dependent var 0.073557
S.E. of regression 0.060378 Akaike info criterion -2.695803
Sum squared resid 0.277062 Schwarz criterion -2.491804
Log likelihood 118.8758 Hannan-Quinn criter. -2.613848
F-statistic 7.616769 Durbin-Watson stat 0.658719

Prob(F-statistic) 0.000002 I

Eviews 7 galiys alasiuly yaanll @l e slae¥l 2oLl slae] gt yisall
Al (HEY) oSl 7z 3ges -7
A Ay 2l sl z3g0id Slasyl puadl mls oo 5l (4)dsaz! § Axissll @bl
(JUI ) el il e dlazad | sl il

Al ) 2 305 cSlolae yudds las :(4) Jgus)!
Dependent Variable: LEVIT

Method: Panel Least Squares
/17 Time: 17:5007/09Date:
Sample: 2005- 2015
Periods included: 11

Cross-sections included: 8

Total panel (unbalanced) observations: 83

Variable Coefficient Std. Error t-Statistic Prob.
C -1.214137 0.447169 -2.715166 0.0084
SIZE 0.078294 0.025404 3.081907 0.0030
NDTS -5.609933 7.734333 -0.725329 0.4707
PROF -0.009601 0.009763 -0.983420 0.3288
GARR -8.10E-10 2.57E-10 -3.154041 0.0024
BUSR 412E-11 4.48E-11 0.920044 0.3608
TC 0.002163 0.008758 0.246943 0.8057
Effects Specification

Cross-section fixed (dummy variables)

R-squared | 0.516330 | Mean dependent var 0.082783
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Adjusted R-squared 0.425203 S.D. dependent var 0.073557
S.E. of regression 0.055767 Akaike info criterion -2.782649
Sum squared resid 0.214588 Schwarz criterion -2.374652
Log likelihood 129.4800 Hannan-Quinn criter. -2.618739
F-statistic 5.666089 Durbin-Watson stat 0.815742
Prob(F-statistic) 0.000001 I

Eviews 7 galiy alieiuly padll mls e slexe¥l 2L slael ot sall
4! gall (L) Sl slidl 7 3505-8

Al dslgdadl Sl z3geid Glasyl sl @l e 8yl (5)dgazll 3 sl bl
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) gdiad) ool 7 390 D lelae yautds il (5) Jgd!

Dependent Variable: LEVIT | |
Method: Panel EGLS (Cross-section random effects)
/17 Time: 17:5107Date: 09/
2015-Sample: 2005
Periods included: 11
Cross-sections included: 8
Total panel (unbalanced) observations: 83
Swamy and Arora estimator of component variances
Variable Coefficient Std. Error t-Statistic Prob.
C -1.415267 0.416291 -3.399708 0.0011
SIZE 0.090453 0.023709 3.815167 0.0003
NDTS -5.771576 7.177359 -0.804136 0.4238
PROF -0.011675 0.008688 -1.343727 0.1830
GARR -9.11E-10 2.45E-10 -3.716046 0.0004
BUSR 4.94E-11 431E-11 1.146702 0.2551
TC 0.002755 0.008393 0.328268 0.7436
Effects Specification
S.D. Rho
Cross-section random 0.027807 0.1991
Idiosyncratic random 0.055767 0.8009
I
Weighted Statistics
R-squared 0.259527 Mean dependent var 0.044430
2017 -17 —=—all 187 ssantill pgleg dysmlemi8¥| plall dlsa

linll deadbhw deola - puil] @sleg dylailly dialnis])] @olel| duds



oy ddlidbf......... eSagewl] dulol| &ljoll] Souw e dlnul] dgisdl eNLol| claf)] e\e JloJ| yuly J£2ua Slaano 4i

Adjusted R-squared 0.201069 S.D. dependent var 0.063132

S.E. of regression 0.055821 Sum squared resid 0.236811

F-statistic 4.439517 Durbin-Watson stat 0.751759
Prob(F-statistic) 0.000668

Unweighted Statistics

R-squared 0.365940 Mean dependent var 0.082783

Sum squared resid 0.281311 Durbin-Watson stat 0.632840

Eviews 7. galiys pluseiuly st mls e sleze¥l 2Ll slue] gotsall
Ao i | 7 3Laidl o Ainlall-9

O Aelid 73l Bue G Aylaall gty 1458 syl Jolas (e sleredl Solall oy
slexe¥l oSey ¥ adoull Sliledl z3las § 4l Y] Ayl Lele gyt @1 biledd 2L 2>l
oulie e ety dpumall Jolae 0 23 5 @ clldl z3sas Hlast § apazall Jolas e
158 2303 (e il 3 Aaliie
Al ol ziledy aezdl 7 3gaidl oy Abslaald @l () lasl dad e sloxed) @y 1
Sy Aslgdall Sl z3seiy Al Sl 23905 on Wislaall (Hausman) ;lLas| 14s-g
(JWIS S Las¥l el U8 9 Zaidle ASYI 7500l
A HBY 7 390 9 pazhl5lizei¥l 7 dg0d c LM (F-test) yLas(1- 9
Albasly raad ALl Sl z3gas 9 asemill o pezmll Hlass¥l z3gas c sLasdl (o,
1> (3) gl G Aminge Ll 5 (208 HLas ¥l Aas Hlasl) Foall s

_ (R¥ixep—Rpoorep)/(N-1) " _ N
2)....F = (-RZ,0p)/(NT-N-1) "~ F(N—-1,NT— N —K)

) ,NT =83, N = 8s,.sll ol pasll suc R%;4£)=0.51633, R%,yzp = 0.375517,K = 6 (

_ (0.51-0.37)/(25-1) _ ] i
Feqp = (1-051)/(83-8-6) =2.869753876  3F;,51(7, 69)=2.08868

Sgiue Jie2.0886 Uguzell ,4ub 4oys L).Aj\si @52.869 Solud LM\ 8 Bug (3w Lo
Aalaall HUY cnesat J1 ado Leo o gl t‘abj owlmy alslalt ra.u_” Ay d yndy slias 5%
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a3 3) Ayl Lo @I 7 390l g8 FEM 2Ll 5U¥1 73005 o0f (6T« z 390l @ 3uia3dl 5Ll
(b ol ol alold) aemal) slami¥l 7 Sgeiy 45)lin plusiad] § eadl 4> (1o
Ul @M L) 7 390l dyamad Aslgdiadl HUY1 73005 9 Al HUY z3ges o bolas s
Chi-Sq &slasy gl dagall col 13) 4l cy> o (Hausman test) Godas S5 (o dlyl]
Ainyall Jguby puall duinyd (ad, @iy dildiabolall (9o 8yuall cdlolas sue Jolad &y Slayy
REM 73505 (pa J4a8TFEM 7 3905 ol AsLall alyu )

lda msla bl Eus . Juadl REM z 3903 ol busg was Hausman ,Las| plasiwly
:JU (6) Jgutl gy LS Liasy|
Al gl B o ALl ,UY) 25903 s Al lael) Hausman jloss | Aol (6 ) J 9!

Correlated Random Effects - Hausman Test

Equation: Untitled

Test cross-section random effects

Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prob.

Cross-section random 6.145692 6 0.4071

Eviews 7 zaliy gyt e sloze¥l 2oLl sluel oot yusal
Adgazl Aadll (o BT (29 6.145 (g9lud Chi-Sq aslasyl Aad of man cu>

¥l JWl o ¢ %5 Lgias Gotuw 9 6 Liy> Axys wie 12,59 golud Chi-Sq ) dblasy!

Lgiras Bl puall (o8 Joud Jslia ALl HUY1 Lginay AN Ayud) dus,all Joud aulaiud

Allaasd! Aagall I3 e uS309 FEM 73503 (30 8] REM 73503 01 (Gay L ¢ &uslgdindl 515

z35a3 O uS5y 1da 9.%5 Lgiall WYL Goiua o ST (29 04071 o oyad &I (p-value)

Ayl Sbled el o dslgdatl ol sl

Jiad¥ 7 3 gaidl s @l Julxs-10

-(5) Jouzd! @ Wislae Ly LaS -2aalyuld @I sl gdind) ¥ 7 3gai ypuas il (3) Aalall s

(hleS il Eos

LEVj = -1.41+ 0.09 SIZE;;-5.77 NDTS;; - 0.011 PROF;— 9.11 GARR;; +4.94 BUSR;; +0.002 TCji+ & (3)

t, = (-3.3997) (3.8151) (-1.8014) (-1.3437)  (-3.7160)  (1.1467) (0.3282)

R?=0.26 . F.=4.43. DW.=0.75. nrob = 0.00066.
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LEV,,= -1.41+ 0.09 SIZE, -5.77 NDTS,, - 0.011 PROF, — 9.11 GARR,, +4.94 BUSR,, +0.002

&+ TC;,

1 Lo oy el z 35l M5 (40
IS 31 ams (Sasg (+1.41) Lrasd il S Ayl duge loiy JSO 200,801 5BY1 aazs 2 b0
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Ho:bj=0

H,:bj#0,j=1,234,5,6.
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- Series: LIVIT
Sample 2005 2015
104 Observations 88
8 o Mean 0.078080
Median 0.066970
Maximum 0.353156
6 Minimum 0.000000
L Std. Dev. 0.073967
4 Skewness 1.696013
b Kurtosis 6.393339
2 Jarque-Bera  84.40883
Probability 0.000000
0 SERERE AR A U E—
0.00 0.05 0.10 0.15 0.20 0.25 0.30 0.35
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