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Abstract :

The study aims to determine the impact of capital adequacy on the financial
performance in Alrajhi Islamic Bank during (2010-2020). Both ratios, return on assets
and return on equity, are adopted to measure the bank’s financial performance using
the autoregressive model.

Findings show an opposite relationship between capital adequacy and
profitability ratios in Alrajhi Bank. Moreover, there is a one-way causal relationship
between capital adequacy and return on assets (ROA). In addition, there is no causal
relationship in both directions between capital adequacy and return on equity (ROE).

Keywords: Capital Adequacy, Financial Performance, Profitability Ratios, VAR.
JEL classification codes : G32; G30; C24.
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.(2020-2010)

(2020-2010) 37al se | Bpan § dulyudl olpiia Hehas 2

e 8,35l Aoyl Aalinll Cag bl pnad Al 6y ) B8 o0 Bulydl Slpdie pas
Jasa¥) e wilally Lilia JUI 610%g cJUI oly LS Ad oo IS 185 2l @iy g i
Ayl Joee clidl § 48U Boas e wilally
ookt g (1) U1 1(2020-2010) sall JUI Ll WSS ddidesy Asbas] dwlys 1.2
gLl Bian @ Lbas ulall jasg (2020-2010) 85al8 (CAR) JUI (i, 2laS

Sras @ abasy unlall pansg (2020-2010) 34l (CAR) JUI iy 2518 5olas :(01) o8, JSadI

% '5-\."-3." ‘._;ub."
CAR CAR
Mean 4.645635 T
Median 5 0015663
Macdinumm 5.585290
Minirmurm 2 686135 50
Std. Dev 0.973295 .
Skewness -0.823286
Kurtosis 2.353962 410
Jarque-Bera 5735704
Probability 0.056821
Sum 204 4080 04
Sum Sq. Dev 41.15366 - .
Observations ad 1o 41 | 42 43 44 | 45 45 47T 48 | 43I0

Eviews10 zeliy ol yiea e sleze¥l oLl slael (o 2 yiuall
glas o Lo Lipds cdye 08 JUI wly 2laS 2wd of Lasdl odlel S IS o0
2018 L Aagd Gioly 2017 Liwe 3 L Zaud 58T caly s Al 848 Dl (olaxiYly
omealudl Goam alazl Jilie § bolelly &bl Glagzsll § 8oLl ) (olazesY) Ida azpug
gl @iglms JUI ly S dwd oF LasMll oy cdale Zagmy JUW ly Jlex) 1S
aaill Auwie (o bl Go¥ uxdl e ely 10.5% (29 3 Jib ddlasl 3 Lele (oguaill
Aasd Lol 4645635 pluc)l lawsll Zagd o 3801 Jgamdl s e Lasdl LS (g3l
Ao iolg 5885290 cualy JUI Loy ,laST 2ayd ST o ¢u> (3 5.001563 (o8 Lagusll
@b Ot deldg S wiad la of sy 0.978295 48 (Glall bl Aayd Wi .2.686135

JUW Gy S
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Ll Jaas s :(2020-2010) 554l (ROA) Jgua¥! e wilall dlilmis dbbas| duwlys.2.2
oo Agads By IS alugeiad (e udeall Alall 7 LY (e uadl clusgll sae J) Joua¥! e
(2020-2010) 35all (ROA) Jsua¥ e wilall sshas mumgs (2) JSadly cclid) milag>ge Jloz]

g2l Brne § WilasY! Luplall (o
pan § dsbasy uslall jaasg (2020-2010) 54l (ROA) Jsua! e wsiladl skt :(02) o, JSCiI

% 89l Ll
ROA ROA
Mean 0604116
Median 0.620499 .
Maximum 0946044
Minimuam 0.292740 *
Std. Dev 0.156151 0.7
Skewness -0.093853 0.8
Kurtosis 2 6295388
Jarque-Bera 0 316137 1
Probability 0.853791 B4
Sum 26 58109 024
Sum Sqg. Dev 1.048475 0z
Observations 44 e w2 w15 8 17 8 1

Eviews10 meliyy oilaysen (e slaae¥ly (s Ll slael oo 2 yuuall

@b Lorwsdl daid LT 0604116 ol lawwsdl dagd oo Lasds odlel S s oy
Li .0.292740 dayd isly 0.946044 cialy Joua¥) e lad daid 2ST o cn> @ 0.620499
Jsaa¥! e wsladl @l o delis lia ¢oF ¢ndy 0.156157 (98 (Gsleall C8lies¥ Aoy
e miny 1(2020-2010) 57al (ROE) 48| Ggam e wilall Addeis ddlas| dulys 3.2
Auds Busg IS daids> Lo gy sdly cIordl § Amydl wlidige ul ASIL God e wilal
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ool e JWIl Jag gl a¥lg ccdall lia (SO duadlly Ladl 8 pall Ay oS el 250
oam9 (2020-2010) 3,ial0 (ROE) 481 Boa> e wilall sshat musss (3) JSadly sl
G2 Bpan § Llasy) Lunlall
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.(2020-2010)

ROE
Mean 4.194310 Ros
Median 4 207500 =
Maximum 5. 755504 55
Minimum 2 063073 =0
Sid. Dev 1.060510 e
Skewness -0.390500
_ 4.0+
Kurtosis 2175276
Jarque-Bera 2 365242 27
Probability 0306474 2
Sum 184.5497 2=
Sum 3q. Dev 48.36129 za0 r T T T T T T T j j
Obsen’atioﬂs 44 10 11 1z 13 14 15 16 17 18 139 20

Eviews10 zeliy cilayies e slaxe¥ly oLl slael oo s yiuall

@b Lorsdl 20y el 4194310 lusl awgll daid oo Lasdl odlel JSEI) M5 (0
:2.063073 Aayd oly 5.755504 caly S Boam e wilall 2ayd 28T o1 cn> (§ 4.207500
dels Sl o @ ceaddl o g9 wiiad Slia o) sy 1.060510 (g8 (Gsleall C3limsl Aoy Lo
B8 s A Bgi> e wlall Gorudl panll Ao Iiag (ASIL Goa> e wilall 0ud (0

Aoyl ol i) e | 2l ydial 2ol .3
el sl (37 sazes JaT e Root Test Unit Judlad! &80 3ol jde jlas | o)
ADF sl g8 ($05 5Las¥ Lady Juadlud! &yl yatenl dgams (po ¥ bl paall e
Lyl Slpate Judls Bylyatul dyuzms Jol oo ADF jglall jlod (S jlasl e datad
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S = 4 = i 3 3
I(D) |3 4 3 ) ) ) K o4
R 3 3 ~ |5
xJ xJ
g S ) 3
S |~ |~ & | &g |2 |E | o
[ae] A ~ mM
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Y o~ [ce]
8 ~ ~ ~ ~ N Q@ ROA
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Eviews 10 zaliy Slayiee e slere¥l et Ll slael oo s yiuall

pblis slsw) Sotadl @ Byatus Joua! (e wilall dladee oF Lasdh Jousll P> (10
Lodlly Adguml il oo AST dalal) 2aall Lgumll @uall) of s (ale slasly abla of
& LBpatwl ASWI Goam e wilally JUI (ufy 3leS aladee Wi ADF 5Lasy audlly (el
oo ST Aallall sl Lgumll @il ) O Cus (ale slasly abolay of abolays slgw) Jo¥1 B9yl
Byatus Joo¥l e wilall Aubis 03] ADF HLasy duilly (aalall 2egally adguxd) ouall
ASW Baas e wilally JW ofy LSS el puludad! Wi 1(0) oiwd! § 2lalSiog
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1 awatd VAR zigas e slere¥) @i &uaidl Judladd &ylatay) miln e sleaedly
AT iy @A VAR gises Guas e o8at g Jsaal e ilall e JWI Guly 2laS pas
S e e Yol Y ) Jee clidl 3 Jena¥l e wiladl e JU Luly 2,lS a3
g 3geild sl
slexe¥ :(Selection Tho Lag Length) VAR ziged wjll sbladl sus sue sLasl 114
I (e cU3g «(Lag Length) ae3dl sbolall sulk (e suall dpass cazmg I o) 73503
f > HQ 058 cila slae (SIC 55lsedt slian (AIC CLST jLas) Al 2alas)l slall
I3 rings (02) 3y Joumlly . Jadl gl slalaadl Lblay @lg sl ST 3ayd BT 5L

Jssa¥! e wiladls(CAR) JUI iy LS ¢ (VAR) z3gai § Bueiiall ya 1l dya :(02) 03y Jouzd

(ROA)

VAR Lag Order Selection Criteria

Endogenous variables : ROA DCAR

Exogenous variables . C

Date - 021622 Time : 2326

Sample: 2010Q1 202004

Included observations: 40
Lag LaglL LR FFPE AlC 5C HC
0 -40.92214 A 0.029316 21456107 2.230551 2176639
1 1897492 1108096 0001793 -0648746 -0395414 -0557149
2 21.30951 4085535 0.001953 -0.565476 -0.143256 -0.412814
3 62.58101 S8.09797= 0.000204* -2.429051* -1.837943* -2.215325*

Eviews 10 meliy Sleysen e sleae¥l (il slael o s yuuall

35l el Jgamdl (rag (Lidwlys § 40 31 wlaalid) sae cowsg odlel Jouzdl JM5 e
(P=3) 3355 &g (HQ, SC, AIC, FPE) _wliia S 3 A yiuol Jolas allg 5Ll damyo
IW> (e dwlydl § Bueiall &lariel] VAR (Vector Auto Regression) z3g.i byilas .2.1.4
Slpaied) ALl @ually 4 2alad) @uall e s S deiaaVAR I jlass¥) dxie 739
relld g &Y Walally Bouzll glolall ol ial Ladg 5,5%)
ROA = 0.434422213608*ROA (-1) + 0.150841874619*ROA (-2) + 0.177152407827*ROA (-3) -

0.0625316184495*DCAR (-1) - 0.0861013165188*DCAR (-2) - 0.110398343391*DCAR (-3) +
0.129582011184

R-squared =0.876688 F=39.10232 N=40

(ol Lasdl odlel Walall I (0
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60y sl on Al bl Julxi sy :dgua¥! e wladl zigeid cpbladl Julms 3.1.4
(03) 3, Jsunlly site JSI 3all 3 ol ladie s M5 e« il L e Lga S
sl e wlall z3gaad bl Julxs s

(ROA) Ussa¥! (e wsladl z3g0id bl Jids :(03) 0y Jguix!!

Pericd 5. E. RO DCAR
1 00550632 1000000 O.000000
2 D.OETEEG 81.42852 8571484
] Q.0E1382 0. 72073 1827827
4 D.0E7T3IET 87 _TO0753 32 28247
5 Q022158 TE.O2194 21.291805
5] 0.0335852 TS GTT41 24 IZ2259
T 0025151 T3.01554 262934245
2 Q.DETE0E g88_12045 30 27E54
a 0098588 T3 98276 2503724
10 Q.0e7E01 T3 214894 26738505

Eviews 10 zeliyy cil>yiea (o alare¥l cnis Ll slael (0 2yl

LN O sl Jsee¥l e wilall e JU el 2S5 of Lasdl doasdl M (e
el gull e 8oy plas¥l 3 dsT Cus (UL 3229 4 Aad el 3a> Coo oladdlly
ashall gl e yatuny Jasgill gall (e azlid]
3 A Gamy alpaill i) G oo Sigu> o sdeadludl Gleiw! Jlgay Slovyall Al 414
JUI oy Sy dasll Sloiall Jgua¥! e wilall Blatul g ey «53¥ @lpaall Gl
U3 mngy (04) o, SCAd1
s 84S (CAR) JWI uly 4LaS (e 85 Slaual (ROA) Joua! e wiladl &ylxiwl :(04) o3, JSEI

Response of ROAto Cholesky
Cne S.0D. DCAR Innov ation
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dl 6255 JUI ey a8 8 BUL 14 Alm] Bouie Siga> e 4l Lasdls S M5 (0
G BUL 2.7% ulill 2aid p1ST cily o Jaua¥l e wiladl § 8ab3llg gladidl on odadie pdd
Aal, ) B4l
sLatdY! @ dud) 48Mall a3 :(Granger Causality Test) yo=il it deud! jLas! .5.1.4
e 5301 A e LN i 3S 5 15T i 3 (( cead) 3l e il sl 5,03
3 isgs (04) 03; Joazdly Lalsly ol sl

pan G (ROA) Il e wsladly (CAR) JUI wly S ¢ Aernd | 5Ll sl :(04) o8y Jguz!

==l

Pairwise Granger Causality Tests

Date : 02M16/22 Time : 23:.43
Sample : 201001 202004

Lags: 2

MNull Hypothesis: Obs  F-Statistic Prob.
DCAR does not Granger Cause ROA 41 1.01104 03739
ROA does not Granger Cause DCAR 4.44339 0.0189

Eviews 10 zeliys cilayiea e slare¥l oLl slael (e 2 yuuall

bl ) W Gely S o g slamsl (@ ol yailie Bae OF LoD odlel ol 00
Ayl Jome cidl 3 Jgua¥! e ladl a3 3 s JW (ol LS Gy «Joua e
G2l Gpas § AU Bod o wiladl e JUI (uly BLaS 45 3 Awlid dulys 2.4

LS 31 wan! VAR z3gai e slene¥! @ 2uiapd) Jeadleddd &) il e sleaedly
255 81 iy @I VAR 73903 Gadat oo oSk Gy &SI Bgi> (e bl e JUI )
Sk dgdzmi e Vol ay ¥ Al dxe el @ ASW Gods e wiladl e JUW )y 3laS
g 3geill sboLall
slexc¥ :(Selection Tho Lag Length) VAR zigeid gwjll sbladl suw sue slasl 1.2.4
M e i3y (Lag Length) o3l sbladl sl Jie¥! saadl dyues g I lazs¥) 735w
ok Cu HQ OsS ila slas (SIC 335ls0d slas AIC AlST Hlae) AW 2sbas¥l sulall
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Sgd> e wilally (CAR) JUI (wly LaS (s (VAR) z3gas § Buiaiall ya Ll days 2(05) o3y Jouzd!
.(ROE) a4

VAR Lag Order Selection Criteria
Endogenous variables - DROE DCAR
Exogenous variables - C

Date - 02/16/22 Time - 23:59
Sample : 201001 202004

Included cbservations - 40

Lag LogL LR FFE AlC sC HQ
4] -91.02540 MA 0.358889 4651270 4735714 4.6381802
1 -B86.26849 53032976 0345810 4613325 4.866656 4704921
2 -82.03411 7.406665 0342522 4601706 5023925 4754367
3 -32.29914 3206271 0.024961% 2.314957F 2.908065% 25285633~

Eviews 10 zmeliyy cil>yiea (e slare¥ly il slael (e il

Jolas @llg ol dmps sl odlel Jgamdl ey Lilalys (3 40 J1 clualadl sue o
(P=3) 3355 &g (HQ, SC, AIC, FPE) (wlidia S § dasd yiso]
IW> (e wlydl § Bueiall &lariel] VAR (Vector Auto Regression) z3g.3 byilas .2.2.4
Slpaiell 48 Ludl wudlly A daslud) eudll e s JS deiay VAR 1A Hlases¥) deeie 7395

3 i gs &Y Walally ozl gholall ol ial Ladg 5,5%)

DROE = - 0.56425210894*DROE (-1) - 0.451689730911*DROE (-2) - 0.36107296843*DROE (-3) -
0.418718652857*DCAR (-1) - 0.497012580912*DCAR (-2) - 0.5302123021*DCAR (-3) -
0.0109335500916

R-squared =0.898811 F=48.85369 N =40
(o] Jasdl oMlel Walall IM5 ye

IS0 dadlly sl S culty alslall sda I (o iy AU Bods e wilall V)
t el 3 AW Goam e wiladl o (o W Loly 3,laSs ASIL Goam e aslall 10y
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Period S.E. DROE DCAR
1 0. 479702 100 0000 0000000
Z 0616119 9491743 3032571
3 0.516706 94 92700 3.072997
4 061777 94 872&0 3127204
> 0.591591 89.45129 10.54371
G 0. 780Z29 87.09746 12.90254
T 0. 730937 S7.07017 1292983
& 0. 733031 S7.023595 1291405
O 0.528574 S4. 72126 1527374
10 0.593633 S33.66321 16.33679
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Pairwise Granger Causality Tests
Date : 0217/22 Time : 0013
Sample : 2010Q1 202004

Lags: 2

Mull Hypothesis : Obs  F-Statistic Frab.
DCAR does not Granger Cause DROE 41 0.12534 0.8526
DROE does not Granger Cause DCAR 0.38059 0. 6852
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