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Abstract:

The research aims to demonstrate the impact of financial innovation on one of
the banking profitability indicators, which is the return on assets. A study has been
conducted with a sample of Arab banks that deal with new financial tools in addition to
innovative service techniques. The study used the Evews10 program and relied on the
panel data method, time series. In the analysis of a sample of banks in the Arab
countries (lrag, Saudi Arabia, Bahrain, Jordan, Egypt, Lebanon) with a total of 60
views, and for the period from (2011-2020).

The research found that the financial innovations represented by (ATMs and
electronic cards) have a positive impact on the profitability indicator represented in the
return on assets. Finance can have an impact on the reputation of banks that have
employed innovative financial tools in their business, which is reflected in the increased
turnout of those dealing with them in the banking market.

Keywords: Financial innovation, banking competition, profitability indicators, return
on assets.
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13,536 | 10,909 | 12,790,33 | 4,336 | 44,070 | 30,234 2011
13,093 | 11,142 | 13,129,32 | 6,852 | 54,909 | 34,318 2012
13,238 | 10,857 | 12,964,13 | 9,077 | 57,967 | 40,572 2013
12,964 | 11,116 | 13,291,53 | 10,137 | 64,580 | 44,779 2014
12,511 | 10,627 | 13,585,73 | 10,479 | 81,534 | 46,661 2015
12,319 | 10,361 | 13,161,90 | 10,088 | 89,285 | 53,866 2016
12,225 | 10,316 | 11,725,17 | 10,059 | 103,470 | 72,036 2017
11,882 | 10,232 | 10,280,28 | 9,472 | 135,766 | 56,342 2018
9,930 | 9,295 | 10,133,36 | 8.737.8 | 158,983 | 56,640 2019
5,851 | 6,953 | 9,875,521 | 7,266 | 201,607 | 51,337 2020

-2011 & 52 S5 &S ) Cijladl L) ) i)y g Ay siadl ) iy 1 jaadl

2020

:(CARD) 455 cilida) ase Jiial) piiial) clily ¢
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dall J 53l (CARD x5 yiShY) lilanl) aae) o(€) Jgaall

St | oo | sas | oamdt | Laeat | g | 24 i
20868806 | 2515044 | 1780000 | 2918208 | 14261993 | 537199 2011
21993504 | 2667262 | 2000000 | 3093635 | 16440258 | 571367 2012
23527968 | 2819479 | 2300000 | 3249487 | 17810653 | 1397456 2013
28167023 | 2971697 | 2500000 | 3298766 | 20550274 | 2261886 2014
30928141 | 3230494 | 10922000 | 4580000 | 22459275 | 3126316 2015
33070306 | 3205099 | 18245500 | 3303329 | 26537349 | 4907616 2016
31765693 | 3346550 | 25569000 | 3300941 | 28402914 | 6377305 2017
32485847 | 3603562 | 30962000 | 3166987 | 28559828 | 8810030 2018
34456670 | 3683430 | 32077000 | 3590030 | 31540067 | 10506725 2019
35368943 | 3957616 | 39609000 | 3640277 | 34336693 | 11749408 2020

22011 ol se S5 38 all Cajlaall L)l Y1y 5 &y giad) & iy 2 jdeaall

.2020

s(Aaag ) il ydisa) Adinall el clibid AlaaY) Ciua gil)

ROA &hasa sall e xilall a2y 3(ROA) Silaga sall Ao dilall dpud dadnall paaial) cilily,
s sally Ll 0Ll G sal) Fomyy e ol 8 Ledle alaie W) &5 ) Gaplial) aal (1
12 s« sall Mlaal o wiladl Jaal deud JMA (e el At (Sayy gAY
(e day Lﬁm 2 gall PR AR vy RV U PR-5 T YEN cdll 28 ) Jia sill al Eaall
. WS 5 «Arab Monetary Found 2=l 3l (3 saia
(Ao e A Aagll) digall J 52 (ROA s sl e dilall) 2(0) Jsaall

M | A | aa | Gl | gl | (3l iu"
134 | 1.10 | 1.00| 0.18 | 1.60 | 534 | 2011
1.00 | 1.10 | 0.80| 020 | 2.00 | 1.80 | 2012
100 | 1.20 | 1.00| 007 | 275 | 400 | 2013
132 | 1.40 |1.30| 0.10 | 250 | 7.00 | 2014
100 | 1.40 | 1.93| 011 | 1.90 | 7.00 | 2015
0.90 | 1.10 |1.90| 1.90 | 2.00 | 0.40 | 2016
120 | 1.30 | 200 1.10 | 2.00 | 0.50 | 2017
0.90 | 1.20 |1.50| 1.00 | 2.10 | 0.60 | 2018
0.20 | 1.30 |2.10| 060 | 250 | 0.40 | 2019
0.36 | 1.10 |1.70| 030 | 1.90 | 0.80 | 2020

2020-2011 2 sall o padl (saiBY) 5 58l e slaie YU bl dac) e 1 jduadl

yay
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sy b el aiid damlyy ol JS8 e Ganl) piladl delua o sl gisad LS
il sa gall o ailall 8 ALl dpm g gill i paiall i A0 Alslaal 1 SIS 5 Al Alolas
(ROA)
ROA=p, + p;log ATM + p,logP0OS + 5 logCLEA +

[alogCARD + &; (1)
skl diBliag GSLA.U\ _ald
Y Gl iy il ) e ll sl el patal dpia3l Jedlad) 4 iiwd LSS Y )
((2020-2011) 55l 5 ey al) Al (e Aigal B el Ty ) b Akl il il
Aalal) i) 4l Eid LAl MR e Allias o 489 ) Lgad Glany O 55 (o salily Caal
i e gl Ly Candl O e qany

Gl &l paial bl 4 ) 5y Levin-Lin-Chu,2002 Jis) &3 :(V) Jsasll

. Level First Difference
Variables
None | Intercept | Trend & Intercept| None Intercept Trend & Intercept
ATM | 451413 | -2.31801 1.07268 -2.02157|-1.63215 -7.21174
Prob. 1.0000 | 0.0102 0.8583 0.0216 | 0.0153 0.0000
POS 1.1694 | 1.64904 -4.71560 0.10090 | 4.13587 3.23864
Prob. 0.8680 | 0.9504 0.0000 0.0254 | 0.0100 0.0094
Clearing | 0.82214 | 5.04873 0.16493 -1.00497| 0.35601 -4.70054
Prob. 0.7945 1.000 0.5655 0.0155 | 0.0391 0.0000
Cards | 6.64705 | 1.6441 -3.71947 -2.36355|-5.20187 -5.35288
Prob. 1.0000 | 0.9500 0.0001 0.0091 | 0.0000 0.0000
ROA  |-0.91423 | -3.26621 -5.30616 -9.12704 | -8.14481 -8.29124
Prob. 0.1803 | 0.0005 0.0000 0.0000 | 0.0000 0.0000
ROE [-0.80921 | -2.23089 -3.33788 -7.31738|-6.86729 -6.44805
Prob. 0.2092 | 0.0128 0.0004 0.0000 | 0.0000 0.0000

Eviews 10 z<l_n Gls A e e YU Salil dlae) (e J gaall

@Y Levin-Lin-Chu (2002) (LLC) 4 sl slaie) &3 (V) a8, Jsaall A
Libean) 4ol aill o G 1 95 dsina (5 sime die GURY) 4anilis 4 Caa ol
Led sina i 1 0,05 ) Aad & slad ) Prob ad Lhisaia o) be anay 5 G juaiall gl
Logis sl ey olatily culi aa dsas o) Culi aa 353 OIS 6l sm (5 shaal) die AlianY)
Y s V) oAl vie AilaaY) Leh sine il g Lgh i (aiad CaeUainl LSl
ez o) Feyoladl s Call o 2 ga g gl Culi aa 35 5) SOU)
B a5 ) sl Sl ] 5 sz dgad 08 A Jiigall Jal gad) Julad g el Lol
Qe sama (Sad Cumy 2aeiall lasi¥) Aot bl Jdad 8 ezl g slaal g
sac AV ) yeall aae) AlEal) ol jpsiall 5 4 eaal) Al G i Al 3l
) Do ) G plige (B (A AKY) el dae i) & el Gililee 230 call Lalis
(ROA) hasa sall e xilall jises SV z3salll i Lic
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S lsasdl Jlo vl z3sadl GuSay ((ROA) Cligagall o diladl sl zigal
JLial sV ((ROA) Glagasall e ailall b day V) dlsied) cul jid)
(PRM) opeadll Jaai¥l adsas e Adlalilll Chow-Test (1960)
«(Fixed Effect Model) (FEM) <l ¥ #3535 (Pooled Regression Model)
i) 3 2 g Agliadl LAY il

(ROA) z25¥ Chow-Test Juis) 1(A) Jsaal

Redundant Fixed Effects Tests
Test cross-section fixed effects
Effects Test Statistic d.f. Prob

Cross-section F 8.010427 | (5,52) | 0.0000
Cross-section Chi-square | 34.266683 | 5 0.0000
EViews10 gl a5 SV duall cila jae e alaie Wl caald) slac) (e Jsaal)

Los ¢() @) Jsaall 8 4nilis Ladal Hausman Jlial slaiel s ¢aw L e 2l
o) siall N 23 sl Agliadl ¢ ) sdiall g Bl BVl gad G A5 Jlaal) ie 4yl il

(ROA) s sall e 2ilall 23 53 Hausman _baia) ;(2) Jsaal)
Correlated Random Effects - Hausman Test
Test cross-section random effects

Test Summary Chi-Sq. Statistic | Chi-Sq. d.f. | Prob.
Cross-section random 0.888578 2 0.6413
Eviews10 gl 4 s ySIV) daulall Gl i ) Taliad Gaalid) dlac) (e Jsaal) ;o)
(ROA) o s sall o dilall jiise & Sl S8V 5 0 il () +) Jsaall

Method: Panel EGLS (Cross-section random effects)

Sample: 2011 2020
Periods included: 10
Cross-sections included: 6
Total panel (balanced) observations: 60

Variable Coefficient | Std. Error | t-Statistic Prob.
log CARD -0.392282 | 0.165682 | -2.367683 | 0.0213
log ATM 0.535784 | 0.246297 | 2.175355 | 0.0338
C 0.814915 | 0.882391 | 0.923531 | 0.3596

Effects Specification

S.D. Rho
Cross-section random 0.337986 | 0.5432
Idiosyncratic random 0.309944 | 0.4568
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Weighted Statistics
R-squared 0.101069 | Mean dependent var | 0.007706
Adjusted R-squared | 0.069528 S.D. dependent var | 0.318168
S.E. of regression 0.306908 Sum squared resid | 5.368958
F-statistic 3.204336 | Durbin-Watson stat | 0.992719
Prob(F-statistic) 0.047995
Unweighted Statistics
R-squared 0.071944 | Mean dependent var | 0.027667
Sum squared resid 9.158309 | Durbin-Watson stat | 0.581971
EViews10 gl 45 S dlall Gils jae I alind Gald) dae e Jsaall 1 jaadll
Sl Gl el (pe paall il ST e G Loy cilhiza (e a8 Le g g B
AV dapal) jaill Aalee 3231 ¢ A sliall Y1 23 gl Al e Lglanay
ROA=0.814915-0.392282 log CARDS + 0.535784 log ATM
A5 I Glilad) axe 5 ((ATM) 4V il pall axe o Laadl odef Jsaall (1
pans Ll T el ) Al Lm 5850 3 1580 Y1 el e 4 ((CARDS)
ol s2ll jaill b 388 ((CLEA) 4¥) 4 sull Clilee 220 (POS) ol blas (e JS 45 5ina
iz (A alalall @l padll e %10.1069 4iwsi W (CARD)s (ATM) (o IS 4y sinall
.(ROA)
(CARD) 45 ily) clidad) axe pigad Slull Y o Jsaall e g X
oaladil a3l gabiaBy) shidl Ladlie (ROA) 4 padll dua )l & jise
Lo ¢%0.392282 Llaiars A el dpag I il jline ad ) o Jany 45 SV lilag) xe
& oall olad) (uS23 9450.392282 Llata: 4 eaall A Il Ol plige (b ol i) Sy
O Sy A g IV clilad) dae o ) GlId 8 gms Lay y g dan g latay A g iSIYT culEUal) aae
s Jeaa YV A padll Gluwsall ) skl (e (prae (5 slse 855 da jl dpan )l ) pdise Hiag
Agalai®) 3y kil ae GATM AdY) il juall axad V) 5V Gl cps Gl
Gl pdse gl ) gam ATM AV il all s e S gl o ) edi Al
SV s sany ke ATM e gliil o) sl «(%0.535784) Llaias 4 jaall da )l
(%0.535784 ) )iy olad¥) Sl s A peaal) dpmy Jll Gl jdige (4 il ol
<l (ATM) Y Gl peall 5356l Luld (POS) gl Lalail 55Kl slac ) a2
g1uYL) Jidial AV Gl pall Slea Lo by ) claadll sasl @lld s (e sina pae & ekl
Cllbiall o dlaad) J8 Glead g dapag iy pull AalS jaiy A Saa ity Gl Caadl
adh ) o e i 5 gane alerd 2 1wl Lol Luld o(Ca_uaal)
Gl g dpn )l e dp s Sy il il dde Leadl Culad) il <o jekal
A O A e & saaall Ay el Jsall 8 Jalol) Ly a5 Laolae ) (aldas) Cas
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Slua gill g clalitiuy)

claunay Y

Clithdl 232 (ATM) 4 il all sxe o JSI 00 4y gina i) il < jelil |
(ROA) 4 padl 4 )ll &l jii5e 4 (CARDS) 45 581

Prob. sl e Leidl all oalaB¥) 73 sail) 4y gina oo Slad ol il 43 yedal Lo aal
WA xa (ATM «CLEA) zasaill & Alalal) dlsiua)l <l juaiall 4y giea 5 ¢(F-statistic)
< il @l 0,05 e 8 Cisla U Prob. af dA (e 4alitin) i le Cauny gy gina a8
Go Sinill i il N gall 8 i ) Lemaen Candl il e ¢ pngia sl
bl S 5l ) da ) sl g sead Cua

Al g Leiys (ROA gisd (o st o fls il (& (CLEA, POS) (ssia Jid,
4 yeal o 31 peaall e gl () Ayl bl ) ) e S e Sa 8l agmy Lay
(POS 5 3eals (ul  28ally Sl J)53Y 4 jlacl) o laall 5 (31 g alazad Ayl o3g Jalalll
i g SV Aualiall s Jygatl) Al a3 e g A el oY) SNl aae e Sl
.CLEA

rcibua gl LG

VAl Ll V) Al Sl (e any Gl Aie Ay pall Goobadd) s (e a2 b
i 5 SN el S s ATM (Y Gl paall e 2l b IS (e ST oLl
O ae A83all 3 jatl i SV pie 48 jually alaia V) 324 ) 44l Caliay

3 shaall o8 agui 38 5 Aipaall byl Jalacill o 305 Al Cila gSal) J8 (e i) 58l Gamy ylanal
AV Bad b agan s 4l Dlaa ae )5l G5 Gl b peadl Jeall Zlas b
Al 3 508l ae 5 (gall Bagey dpadl yiul A3y ) (Bian s Gl Ae b jliadll

el cleaaldly &) Jual il Jilas g alasiinly 4y yod Cliplal oL (o juadll ol 35 gy
Lo Jalatl) il sall a5 o paall U8 (e Lgapali oy A A3l
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