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Abstract

The objective of the study was to analyze the impact of credit risk on the
profitability of five Yemeni commercial banks. Profitability was measured
using two dependent variables: The return on assets (ROA) and return on
equity (ROE). The variables utilized to represent credit risk are: The ratios of
non-performing loans (NPL) and capital adequacy (CAR). The methodology
employed for the statistical analysis is Banel's models through Eviews
program technology for commercial bank data during the period (2011 —
2020). The results indicated that there is a negative and statistically significant
relationship between the non-performing loan ratio and both return on assets
and return on equity. In regard to the capital adequacy ratio« the findings
revealed a positive and statistically significant association with return on
assets« while it did not show a relationship with return on equity.
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Olsind) Lzalys 39 aaall aluded) £y i Lasdsy Ojlall 5 g 3y Slisgl) sue 1 e
T L @ i sl S Ll Wkl s is U 5 Olgn jis Lasasy
Lolyldl § dauseandl Lol 106
Cross-) aabill oUL oyl sae cn o e cdensl B 23l o e b3
Data ) esdl JudYl 23l Wde sl ((Gme series) awdl oSl ol (section
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o 8T BN e fadsy calailly o)l LSl Slio o &) 3Ll 8y ((Panel model
e
BU #3U uxl gay o(Pooled Regression Model -PRM) o JadV) #3556 -
SLL WM ol e ey ol (o) SMalall of cold) add OIST elgur 428 LEMslas 2l
(2015 (gl 2l b
Letis aald sl 2558 pasiany :(Fixed Eftects Model -FEM) i 1,5 Ti -
53,40 IS0T jail) i) Ml il ol il e alied) Sobined) Sl s 0S5
2y ool e BB BY odag (i Y e a2 Ledad g Aol Sliv U dabie Samy
Sl plaszal gabail) opbt 38 OV IS e Lenld Sy 3sed) whaie 3 Leolianel
(XU etal., 2007) (LSDV) G xa)l ol bl o3 ap
ol 3san Lol O ((Rondom Effects Model- REM) as\paal) o\l 2356 -
Sl daspe by dflsis Sl Sy msadl waie 3 oSa5 il Sl 5l
(XU et al., 2007) # i)
@ aelsial o el SUL U ga Lee doly (F o O EV) 23U Gy dloliad
Redandant) e JN et o) Ss (Al-Sharkas, 2022, 237) J Gy ),
(Housman test) ouss L1 W) (fixed effect
(FEM) cold) ottt 23Uy PRM el U2V 558 (o aloliall Jo¥) LYl psinn,
) 22l gy mvemndl g3sadl a3y (Hp) il a2, d (REM) Jlpiadl Sl 2354
ST a5l 0685 Lot s o Silly 05 a1 (PrOD) aysiall 055 Loie 1) 2356 (H))
T3) b oA s Al S WM 5l s (sl Z3g0dll) pdal (23 L& Y05
(el
ol 2358 a8y (Hp) aaa) 204 (Housman test) oless jlasl o gl LYl
(Prob) usal 055 Laze (FEM) st o\l 2308 (H) bl 20,4 J539 (REM) sz
e Sl 05 e B
il bLsyVly dwogh shamY) JlE 1 HE
o phnel) dogll sla ) fdS-1
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Lyl gl Slaam ) ko) gy (1) o3y Joutr

NPL CAR ROE ROA ey
0.293378 0.43162 0.134058 0.010689 Mean
0.774770 0.897000 0.40555 0.03486 Maximum
0.072600 0.130100 -0.112180 -0.00585 Minimum
0.164813 0.203047 0.120240 0.009652 Std.Dev

50 50 50 50 JIRTYRAY

2012 5ol iy ol Jo lazel Ol fae n Jgidd
<i155 0.03486 wes ol ol (ROA) Jso1 o bl paze 0F (1) 3y Jgd o el
0.010689 &b Luszgy ccussly adl Sral —0.00585 cotsaud 3ly Lol o) S pal
(ROE) jax glay lady lawdl o casdl aie oo fme .0.009652 o)luis g)las 21401
—0.112180 ik e @ofy (Lol adt Gpal (0.40555) iy 2ad odlel Joud e Lo,

0.120240 ()lan S1,£15 0.134058 4 Lawszgy ccusSUly o) 2 y0al

Gol et 2,0l 251570.897000 il 2ad el Jgudd o LSy CAR jixe Lo Ly
o5 e A 2y 0.43162 Al vzt cusSUly et 212l 0.130100 ol aes 35
il r e OleoY WL U @ e ISzl pde o iy b e Sl galge (3 OLY)
win psaty e o o3 cais el oy 0.203047 f @ glall SLEYY 5T
ool Bl (0.072600 aap 3ly Jodl el SBpal 0.774770 aas Lot sl (NPL)
Jsog B 3 lahll 53 ol oy Gaiie A 29 0.293378 iy lawgzsy (sl
Ty alo) Slas¥l bl e sl pie dlape s 065 W lall 0 %025 ) Al ol
e dedll e caidl oo .0.153384 jlae 1A 0S5 (387 (2017
busy¥i Jld-2

O BN ol s ais Ous ol Gy S LYY Jelee ami LYY WS w2
(puedel, 2018, p.167) lewis alizadl Slpadl o B SISy alizall oladdly sl il

s 013 Loy colpadll (p Bhnd of 28 BV s SOlST13 U AT amdl s W ey
alind) Ol o sdaze s bl
Ayl Ol St BLy Y gy (é) oy Jgtr

NPL CAR ROE ROA O el
1 ROA

1 0.9255 ROE

1 0.2471 0.37815 CAR

1 0.7123 0.43928 0.46986 NPL

12 557 w2 Je Blasl OlsU) s o Jgud)
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0.37815 » (NPL), (CAR) .+ IS5 ROA LUV e 0T (2) 03 Jgidl e el
JaV) 3gedld il whaally Jgo¥1 e ) g B0e 39mg o e sl Je 046986,
o NPL; CAR o 155 ROE (o LVl foles 05 i gl 23sadl (osaity aulld)
Gsi> e Wl bl padll o orgn Laf 80e 55mg elay Lo gag . U1sd) e 0.43928,0.2471
Soles 18 Jgadk pty alinll Shad) G B S g (U m3sad) (3 Wil olpally 2SI
Jso W e Wl o w3 Ll calinnd) bl bl suad) alSan sy pde 4107123
O ot sutadl) AlCin 509 5 gons ¥ LT Y] dniie 195 gl 0.9255 (g9l gy 2SI e astally
2 gans e O3 Ly 31 30aidly S5 3 el) Camldl o 3sadl e Olpens Ol aald
Sl il Jlaly mibdl Jolsy Z3ld) il Wy
zildl pum -1
Jgo¥t Jo Wl Jume o OLei¥t bt 31 0o Z3gedl puds—

e ag ) Jo pgdl Sles dey JU L6 Al A Sl bl 5 pus el M 3
S 2398y 2ol Sl 308y mmendl SN 2356 ay BL 3L eI e i) Juas
(AW ol e (B) Jstdl & moge a LS el by Sl il el 1Sy il
Jpe¥l e Wil e Bl blsdt T 300 b 23U Ol o (3) Jgobr

REM FEM PRM 4 ) ) il
0.022 0.034 0.004 CAR
0.0465 0.0101 0.63 pro
-0.017 -0.04 0.024 NPL
0.2103 0.0178 0.03 prob
0.006 0.008 0.002 C
0.1265 0.0313 0.56 prob
0.04 0.55 0.19 ekl dtoud! folas
1.959123 10.93878 6.90738 F o d5la>
0.1523 0.00000 0.0025 Prob

12 50l oy ol e lazel bWl fae n Joidd
LS Jso¥1 e el e ailesVl bl 5T oW i 2350 831 3Ll s & OF s
bl SULS ) o 8 3Ll e LT B ek ALl ey JUsYI E o(3) o3y Jaidl n el
D) s e S 23l el ) oo AW alll @ WT syl £ LS
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Redundant Fixed Effects Tests

Effects Test Statistic d.f. Prob.
Cross-section F 10.308138 4,43) 0.0000
Cross-section Chi-square 33.619067 4 0.0000

Bagdll oMl (e 98 LSl sl ol il (Redandant fixed eflect) sV g5 o il
Ged i)l a8 e e gag (J05 e T (Prob) adla=Yls 33.619067 sslus chi-sq aslaxy)
A st o RO Z3ldl) o) B i) Jads (DI isadl sa mamdl) SN 2368) 3 2l

(Syeally )
Correlated Random Effects - Hausman Test
Test Summary Chi-Sq. Statistic  Chi-Sq. d.f. Prob.
Cross-section random 8.142535 2 0.0171

SN ¢ Jladall SN m3abs ol SN 2308 Gy Alolall o)) Cllay domdl S 550
P ) e anls Ol gl Olega L) IS e 3 g LAl DL ) Lo G

8.142535 (5ol chi-sq asla~y) aedl of (Hausman Test) L) qils ey
7358 Aedle pke) hall s dl) jaby e e Lo gay 905 e BT 2y (0.0171) (5lus adlea=Yly
(oW el bl i (U Z3sadl ga ol U 2358 OF Abad) 204 oy (a2l ol
JsoW) o ) Jums s asles¥) blsl) S
BSUL) B o Wl Juas o Oles¥) bl T gl pagedl pud—o

e Bl Jame G oW ) 2308 a5 el o JaY) i) i aBL sk s
() o3 Jadl 3 LS w2 ilS gy B3 3Ll i el malsy plasaa) PO e 2SI
ESUL o Wl o Asle¥t bt ST z3ged Jib 23U pils bils g (4) o8y Jor

REM FEM PRM g g
0.06 0.25 ~0.08 CAR
0.6413 0.1368 0.47 prob
-0.02 0.42 0.39 NPL
0.9242 0.0496 0.006 prob
0.1123 0.1497 0.0538 C
0.0160 0.0015 0.1549 prob
-0.035 0.51 0.17 b Aol Jolas
0.156595 9.49517 5.939718 (F) i iilar)
0.85549 0.000001 0.005014 Prob

2012 55wl sl Wby LUl Las oo Jouldl
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A Gaim e ) e b1 bl Tl Al 23sad
52 Le B poMsuny a3 250 alolil) (s (4) Jodb) 3 LS 3Ll s e90 3
Sl 23Uy ) V) 2308 LU B 4z s s LSy cullll SULS W 23 5adl
obp Sl e wms S @)y (Redandant fixed effect) jlas) 9+ 0 idlsially )

QU ) e
Redundant Fixed Effects Tests

Effects Test Statistic d.f. Prob.
Cross-section F 9.200252 4.,43) 0.0000
Cross-section Chi-square 30.916800 4 0.0000

a1y 30.916800 (sls chi-sq aslamY) ae i) Of Mol mivsn 58 LS Las VI w515 lisy
Eosed) 5n ol JUEY) 358 0F) R aall B ) 2y ) e Lo sng 05 e J8T (s5Lus(pTOD)
(B SBL 2 a1 3L O) Akl 2o 4l Jsdy (S

aslpall SLl 23ady Bl Sl 2308 o Aol JUsY) Cllan el S ep ey
Eviews b, 25 gk (Hausman Test) jlatl ol day cOlevga Lol I om0z sl

P ol s ) il

Correlated Random Effects - Hausman Test

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

Cross-section random 12.703004 2 0.0017

idl=Yly 12.703004 s5lus chi-sq ala=Y1 aedll ool e oa LS JLas V) i gliss
adlyiall Sl 2308 OF) B hall 2o il by U1 i & 905 e T 29 0.0017 g5tes (prob)
AW 3l SULS W Z3gadl gn Bl Sl 2358 O bl (o) Jady (o 2350l o
ASW Gais o Wl Jaes e OLsNI bl
Sl Al jlaslg @w-z
dx b Ly Jo¥I z3gedl il

SLL (I 2350l oo 2l Sl 358 O domd) OIS ) 3L (o Aokl o)) 13
sl s (3) 3y Jodl oy (oY1 e aila)) 2 )1 e aslesW) bl 51531 23sadl

ROA=10.008 - 0.04NPL + 0.034CAR
Prob 0.0313 0.0178 0.0101
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(Jo¥ B Yl o ) LoV B il 0 d)) 32 amad) g (0.04 s J50¥1 e L
WYl e Blly 20 8l Slus jae2 iwd Y05 Gsns L idlax] Vs 93 T sy
Anwar, Sun , Al-Mekhlafi et al. (2016). 5 2015 0 a5 or siny
LS Al e il
LIS T a3 iy (D05 (Sstmn dis dysimng imse (0.034) sl JW L S as Jules =4
e Bl a1 5aly 1) U3 (655 sy s Aaedl Bt )Ll 3 JUI ) 5l
o 385y ( LoV Bt ) 22, dl) U Bo i 334 amadl iy ((0.034) jlaac JeoY
2015 ( Sy bl wo iy (Charles & Kenneth, 2015) oL,
gkl o) Jalas O] (3) gt oo el 35adll IS psially G5l B35 s Gl e 3
iedl Ll 3Ll (3 JeoW) Je wladl alie a2 ) 3 olad) e %055 0 e 055 sl
Y045 13U 2l Ofy (JW Wy By (29 A1 Sl s g m3sadll (3 Wi a3 i) g
L Y05 o Bl b=ty 10.93878 (sslus F aed oF Jgudl o glayy co 2 Y1 Julsall ) 3505
gell Flo 239l Oly bl ad) e m3eadl @ Alinad) Sl b Rigies U i
Wil B Ly (élﬂ\ cb}d\ Fw—<
Fb oSS ALUl el Fy (W Z3sald (4) Joad) e el LS BN 3L i &)
i) e bV bl ST gl el SULY IO 2300l ga dnldl Sl 58 OF Sl
LSy (4) Jotd! pn ) 23 gail] 20l Sl 2308 Wslan o ppannd el c9 3y L (ASU S L))

ROE = 0.1497 - 0.42NPL + 0.24CAR
Prob 0.0015 0.0496 0.1368
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