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The effect of credit risk management measures on the financial
performance of Algerian commercial banks.

“A standard study using cross-sectional temporal data models for
the period: 2009-2018.”
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Abstract :

This study aims to determine the impact of credit risk management applications on
strengthening financial performance in Algerian commercial banks, by monitoring a series of
factors that explain and contribute to the occurrence of banking crises. Where a set of credit
risk management determinants were chosen that ensure maintaining good financial
performance, as this study uses ratios of liquidity risk, capital adequacy risk and credit risk,
interest rate risk as explanatory variables, and return on equity as a dependent variable to
determine the value of financial performance.

Therefore, we tried to address the issue by studying the effects of credit risk indicators on the
performance of the banks under study during the period from 2009 to 2018, using Panel
models for time segmented series, and the most important results of the applied study
indicate that credit risk management indicators have a positive impact on Evaluating the
financial performance of the Algerian commercial banks.

Keywords: Credit risk management, financial performance, Algerian commercial banks.
JEL classification codes: CO1 ; C23 ; G21
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ROE yi4e aluasmiwly (Fixed Effects Tests) aildl jU¥1 73905 sLas | gilis :(02) o8, Jous

Redundant Fixed Effects Tests
Equation: Untitled
Test cross-section fixed effects

Effects Test Statistic d.f. Prob.
Cross-section F 7.428294 (11,104) 0.0000
Cross-section Chi-square 69.576248 11 0.0000

Cross-section fixed effects test equation:
Dependent Variable: ROE

Method: Panel Least Squares

Date: 03/08/21 Time: 14:54

Sample: 2009 2018

Periodsincluded: 10

Cross-sections included: 12

Total panel (balanced) observations: 120

Variable Coefficient Std. Error t-Statistic Prob.

C 0.271340 0.060579 4479113 0.0000

CAP -0.031568 0.093946 -0.336022 0.7375

CRD -2.324905 0.410894 -5.658156 0.0000

INT -0.155334 0.077306 -2.009340 0.0468

LIQ -0.010396 0.012128 -0.857194 0.3931

R-squared 0.233186 Meandependent var 0.123962

Adjusted R-squared 0.206514 S.D. dependent var 0.095683

S.E. of regression 0.085232 Akaike info criterion -2.046101

Sumsquaredresid 0.835421 Schwarz criterion -1.929955

Log likelihood 127.7660 Hannan-Quinn criter. -1.998934

F-statistic 8.742801 Durbin-Watson stat 0.829887
Prob(F-statistic) 0.000003

Eviews 10 zaliy clayiee (e sleze¥ly cnis Ll slae] oo s yusall

Ll @8 o Lo oM« uilzettl Jdoeid LAy & slyudl clyiiin dged L5 (0
4l a2 Lea (INT .CRD (CAP .LIQ (ROE :=ilpiill arezdd goiadl Goiudl cpo J8T Zguuell
lgall o 16 2 39,80 O (6 ALl s yall Lty pasall s yall a8y Comy
= 0,000003) s yudS ydiad Aglias] Al o oD galaad! Jouzdl miln Joul=ig
oady A Lan ¢ (8.742)  ios yuas Bgumll F dayd lg (0,05) dagall oo 81 ag(Fstatistic
S z3gai 9o Juad¥l z3gadl o 6T (Al 20,8 5T 5929 Ay Joudy Lyagall Ausyall
(ezmill z3gaill pe Wilae Anlell 4ya,al)
Ailgde Boyd U1 a9 HLasl 2.1
sige pleally (Aslgdall 2,0,a01 5UY1 7 350d ae ruezmill z3saidl o Al lall HLasVl i duass
lia ey dop> ((Eviews  10) moblsy 8589 gddly « (Breusch-Pagan) jLas| (yos alslall
A bl Lasy|
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ROE ,é s alaseiwly Breusch-Pagan ;Lus | milis :(03) 03, NPRES

Residual Cross-Section Dependence Test

Null hypothesis: No cross-section dependence (correlation) in residuals
Equation: Untitled

Periodsincluded: 10

Cross-sections included: 12

Total panel observations: 120

Note: non-zero cross-section means detected in data

Cross-section means were removed during computation of correlations

Test Statistic d.f. Prob.
Breusch-Pagan LM 116.3518 66 0.0001
Pesaranscaled LM 4.382564 0.0000
Pesaran CD 0.916154 0.3596

Eviews 10 zolip ciloyies e sbeze¥l catm Ll slaie] (o 2ol

:4aall Lglun (Breusch-Pagan) ;Lasl adlais! ol Jasd goladl Jouzdl JN5 (e
G bl dzge ¥ Gl AL Lyaiall Loyl (a8) aa Las (0,05) (o J8T deyd 29 (0,0001)
Aalsll Ll 3 blayl sgmes (#0531 2ol Aun,all Jgudy Aualasll ol

A0,8 U1 e gomy sl z3gaill o oms (Breusch-Pagan) HLasd |ia ¢lya| asy 45l 3)
oo JS o Aalall cha by psdin Gl Ledy «prnmtd] z3gadl oo (sl Al ol Alydie
Ayl 23,5 U1 2 3gasy Anltll 43l ¥ 2 5y
(JW Jgazdl M5 e 23 s g5 duslgdall 4n,all JE¥ 7 3905 Hlas| mlug

ROE iy aluaiiul (Random Effects Tests) auslgduall {131 z3gai sLas| 25l :(04):ady Joutar

Dependent Variable: ROE

Method: Panel EGLS (Cross-section random effects)
Date: 03/08/21 Time: 14:58

Sample: 2009 2018

Periodsincluded: 10

Cross-sections included: 12

Total panel (balanced) observations: 120

Swamy and Arora estimator of component variances

Variable Coefficient Std. Error t-Statistic Prob.
C 0.200860 0.084812 2.368287 0.0195
CAP -0.167057 0.114674 -1.456798 0.1479
CRD -2.467216 0.347271 -7.104591 0.0000
INT -0.029794 0.111813 -0.266462 0.7904
LIQ -0.002775 0.009898 -0.280340 0.7797
EffectsSpecification S.D. Rho
Cross-section random 0.055712 0.4083
Idiosyncraticrandom 0.067071 0.5917
WeightedStatistics
R-squared 0.299724 Meandependent var 0.044105
Adjusted R-squared 0.275367 S.D. dependent var 0.080487
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S.E. of regression 0.068515 Sumsquaredresid 0.539840
F-statistic 12.30525 Durbin-Watson stat 1.278471
Prob(F-statistic) 0.000000

UnweightedStatistics
R-squared 0.152259 Meandependent var 0.123962
Sumsquaredresid 0.923589 Durbin-Watson stat 0.747270

Eviews 10 galip cilayie e sLoze¥l cnto Ll sloie] o 2 yial
Glodis IS 8ypmts Aglll Syl S 13] Le Aslgdiadl LUY 23900 ,Lits | b
929 Eviews 10 ;e puall HLas¥ 46)laay Lied ey alally «Jilg-daall sl U alan Lagd
LIS LYl 5 o wouall ,and Lol § Uasl @lall causledall il Las
(0,05) Zasall (yo J3T 525 (F_statistique  =0.00000) s liasy! ydud Jloil yusy
3929 Asyd JoiBy ydall Aosyall a8y (A Lea (12.305) 1 yaas (F) J gueell 2oyally
z 39aidly Aylan Aslgdaadl Sllidl z3sas g zigad Juadl o (of Auslgdall Ayl ol il
Aramll
U olega” Sl sl agds uslydall U1 Al U 23s0 o Juad¥l z 30l 285al
U pniall dxng o ldag
Al HBY1 7 3gaig Anlgdall Ul 7390 o dlslaell (Hausman) 5Las1.3.1
e datasg Al LY s Ll dall ¥ 3505 e Al liall JLas¥l 1ia ausitug
e oLl i psdy S oy @IS 2355 Wibas| a5 (Al (Hausman) glewsa 4bas]
o) s yall
HO: Prob Hausmann Test == 0,05 (Random Effect Model is appropriate).
ol 5N IR Jad¥l z 39l O zad Gy idpadall 4s yall
H1: Prob Hausmann Test >= 0,05 (Fixed Effect Model is appropriate).
Slsall 31 23500 5a Jas¥l zasell o st @y Al il
U Jgasd! 8 oyl il e Llas 5Las¥l 1 gudas aag

ROE ,djgs alusiuly (Hausman) sLas |zl :(05) 08 Joie

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 9.004680 4 0.0610

Cross-section random effects test comparisons:

Variable Fixed Random Var(Diff.) Prob.
CAP -0.288756 -0.167057 0.004479 0.0690
CRD -2.599218 -2.467216 0.007218 0.1203
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INT 0.182869 -0.029794 0.009214 0.0267
LIQ -0.001586 -0.002775 0.000001 0.2812
Cross-section random effects test equation:
Dependent Variable: ROE
Method: Panel Least Squares
Date: 03/08/21 Time: 14:59
Sample: 2009 2018
Periodsincluded: 10
Cross-sections included: 12
Total panel (balanced) observations: 120
Variable Coefficient Std. Error t-Statistic Prob.
C 0.076111 0.104966 0.725099 0.4700
CAP -0.288756 0.132775 -2.174781 0.0319
CRD -2.599218 0.357512 -7.270293 0.0000
INT 0.182869 0.147365 1.240930 0.2174
LIQ -0.001586 0.009960 -0.159209 0.8738
EffectsSpecification
Cross-section fixed (dummy variables)
R-squared 0.570577 Meandependent var 0.123962
Adjusted R-squared 0.508641 S.D. dependent var 0.095683
S.E. of regression 0.067071 Akaike info criterion -2.442570
Sumsquaredresid 0.467843 Schwarz criterion -2.070904
Log likelihood 162.5542 Hannan-Quinn criter. -2.291634
F-statistic 9.212370 Durbin-Watson stat 1.490178
Prob(F-statistic) 0.000000
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