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The limpact of Banking Liquidity Indicators on Capital
Adequacy an Analytical Study of a Sample of Banks Listed on
the Jordan Stock Exchange for the Period 2010-2023

Assistant Lecturer Abdullah Muhammad Tahir

College of Tourism Sciences / University of Mosul - Iraq

Abstract :

This study investigates the impact of liquidity risk indicators on capital adequacy in a sample of ten
private banks listed on the Amman Stock Exchange during the period 2010—2023. Liquidity risk was
considered as the independent variable, while capital adequacy, measured by the liquidity ratio (owned
capital / total investments), represented the dependent variable. Using EViews 13, statistical tests (T-test,
F-test, R?) were applied to analyze the data. The findings show that liquidity risk indicators explain
43.63% of the variations in capital adequacy, while the remaining 56.37% is due to other factors outside
the model. The study recommends that banks adopt a risk management culture supported by academic
and technical studies, establish appropriate mechanisms to address potential risks, and avoid
overestimating risks, as this may adversely affect banking performance.

Keywords: Banking risks, capital adequacy, private commercial banks
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Panel Cross-section Heteroskedasticity LR Test

Equation: UNTITLED

Specification: Y X1 X2 X3 C

Null hypothesis: Residuals are homoscedastic

Probability df Value

0.1799 10 13.85112 Likelihood ratio

LR test summary:

df Value
136 286.7704 Restricted Logl
136 293.6960 Unrestricted LogL

-(E-views13) maliy; Sloyies (o slaie¥ly Eea L) slael o Jouzd! : yuall

=N



2025 Jgb (78) saall (20 )l ! /3 Laid¥ aglall Alos ... yalls dose diilose debud! Loyl

F-) 4esd ol Lasdl 31 Heteroskedasticity LR Test J cpladl codlis ! alCiw HLasy mlbudl al (7) Jouazd! W ziss
@ s 929 e 658 Juls dzgy ¥ il Gy 1dag (%5) AST (29 (0.1799=Prob) csly &llai>! Ggius e (statistic
a3l GG s Ldlnte syl oSan cletl] 01 1 s Vs k0! sl adl o el
z350¥ 513 (gs (o ST pusiug HLasY) |ia ol Serial Correlation LM Test: 11 Lol ¥ A8lin oo aisd|
-1 b LSy @leld 11 Lol ¥ AlSiis oa ull

(8) gzt
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Residual Cross-Section Dependence Test

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

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

Cross-section means were removed during computation of correlations

Prob. d.f. Statistic Test
0.0000 45 120.5182 Breusch-Pagan LM
0.0000 7.960314 Pesaran scaled LM
0.0000 6.058674 Pesaran CD
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(9) Jgusxtl

(Panel unit root test)sux gl yia &l yLas|

UNIT ROOT TEST TABLE (ADF)

At Level

Y X1 X2 X3
With Constant t-Statistic 0.0728 0.3577 0.2601 0.0525
Prob. 0.8033 0.4569 0.6458 0.9707

n0 n0 n0 n0
With Constant & Trend t-Statistic 0.1699 0.3538 0.4475 0.0982
Prob. 0.8441 0.1944 0.1673 0.2165

n0 n0 n0 n0
Without Constant & Trend t-Statistic 0.5438 0.7118 0.6626 0.5507
Prob. 0.3052 0.9062 0.8917 0.2108

n0 n0 n0 n0

At First Difference
d(Y) d(X1) d(X2) d(X3)

With Constant t-Statistic 0.0035 0.1397 0.0228 0.0136
Prob. 0.0384 0.0982 0.0423 0.0023

*k * *k ook
With Constant & Trend t-Statistic 0.0203 0.3921 0.0804 0.0643
Prob. 0.03 0.3009 0.1369 0.0159

*x n0 n0 *x
Without Constant & Trend t-Statistic 0.0001 0.0144 0.0012 0.0006
Prob. 0.0043 0.0107 0.0012 0.0002

bk ok ok ok
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(Pooled Regression Model) (PME): (aeozmd! lasei¥l 73905 -1
(10) Jguze!
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Dependent Variable: Y

Method: Panel Least Squares

Sample: 2010 2023

Periods included: 14

Cross-sections included: 10

Total panel (balanced) observations: 140

Prob. t-Statistic Error .Std Coefficient Variable Jeladl

0.0260 2.251543 0.018857 0.042457 C
0.0000 4.605868 0.037705 0.173666 X1 (él.}}_ﬂ ‘_jl.a:-l / so9yall JL@}D
0.0019 -3.163356 0.052586 -0.166348 X2 (CARYEINY JLwl/uaj).E_n JL»I)
0.0000 8.045677 0.004739 0.038127 X3 (éb}n JLA}! / Uogluie ilog>ga)
0.143594 Mean dependent var 0.478851 R-squared
0.043376 dependentvar .S.D 0.467355 Adjusted R-squared
-4.039577 Akaike info criterion 0.031657 of regression .S.E
-3.955530 Schwarz criterion 0.136292 Sum squared resid
-4.005423 Hannan-Quinn criter. 286.7704 Log likelihood
0.411435 Durbin-Watson stat 41.65393 F-statistic
| 0.000000 Prob(F-statistic)
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Dependent Variable: Y
Method: Panel Least Squares

Sample: 2010 2023

Total panel (balanced) observations: 140

Prob.
0.0238
0.0011

0.0322

0.0000

0.143594
0.043376
-4.461186
-4.188034
-4.350185

0.719392

t-Statistic Error Std
2.287501 0.017314
3.343289 0.043832
-2.165799 0.058655
6.247108 0.006505

Mean dependent var
dependentvar S.D
Akaike info criterion
Schwarz criterion
Hannan-Quinn criter.

Durbin-Watson stat

Coefficient
0.039607
0.146544

-0.127035

0.040635

Effects Specification

0.699377
0.670972
0.024881
0.078620
325.2830
24.62139

0.000000

Variable Jeball
C

X1 (gilsdl Jlaz)/ p9,all Jlaz )

X2 (Jlzl/ oon,all Jlea

Sls2sll)

X3 | (alash) Jlex)/ Wslane lsgge)

Cross-section fixed (dummy variables)

R-squared
Adjusted R-squared
of regression .S.E
Sum squared resid
Log likelihood
F-statistic

Prob(F-statistic)
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Dependent Variable: Y

Method: Panel EGLS (Cross-section random effects)

Sample: 2010 2023

Swamy and Arora estimator of component variances

Prob. t-Statistic Error (Std Coefficient Variable
0.0368 2.108763 0.018874 0.039801 X1
0.0005 3.570446 0.042138 0.150452 X2
0.0214 -2.327361 0.056746 -0.132068 X3
0.0000 6.585181 0.006105 0.040202 C
Effects Specification
Rho S.D.
0.5063 0.025197 Cross-section random
0.4937 0.024881 Idiosyncratic random
Weighted Statistics
0.036641 Mean dependent var 0.436290 R-squared
0.032432 dependentvar .S.D 0.423855 Adjusted R-squared
0.082415 Sum squared resid 0.024617 of regression .S.E
0.684166 Durbin-Watson stat 35.08626 F-statistic
0.000000 Prob(F-statistic)
Unweighted Statistics
0.143594 Mean dependent var 0.476795 R-squared
0.412088 Durbin-Watson stat 0.136830 Sum squared resid
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Redundant Fixed Effects Tests

Equation: Untitled

Test cross-section fixed effects

Prob. df. Statistic Effects Test
0.0000 (9,127) 10.351433 Cross-section F
0.0000 9 77.025287 Cross-section Chi-square
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(14) Jouze!!

(Hausman Test) jLas! -2

Correlated Random Effects - Hausman Test

Equation: Untitled

Test cross-section random effects

Prob.

d.f. Chi-Sq

Statistic .Chi-Sq

Test Summary

0.9878

3

0.131897

Cross-section random

Hausman statistic set to zero. * Cross-section test variance is invalid
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