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Liquidity and its Impact on the Financial Performance of the Arab
Bank in Jordan

Case study Arab Bank in Jordan

Osamah Rawashdeh
College of Business and Economics, Qassim University « Kingdom of Saudi Arabia

oh.rawashdeh@qu.edu.sa

Abstract:

The study aims to analyze bank liquidity and evaluate its impact on the Arab Bank
performance during the period (2015-2019),It used 4 ratios to measure bank liquidity,
namely the ratio of cash balance, the ratio of legal reserves, the ratio of legal liquidity,
the ratio of employment, while independent variables of financial performance included
variables of the return on assets and the return on equity, and the study model was used
self-regression VAR, and the results of the study found that the liquidity ratios of the
Arab Bank were the most important and most influential factors on its financial
performance, the study recommended that Arab Bank should provide the best banking
facilities in order to encourage customers ‘deposits.

Keywords: VAR, ROE, ROA, Bank Liquidity, Financial Performance.
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Slall Alaag asmgall o 2lall Alslas & duhall Cipiie (o LklSs A 25ng (4) &) Jsaad) cod
S %5 Ligira (ggias die I(1) Wall aill (e ST F- Statistics dad o ¢lliy ¢ cpaalua) 3o o
il 1) dalasio) oK 13 Al elaY skl 7350 (VAR) 313 laail) dsie z3gar ) esall
iide Jal agag ) ALYl o B G5 xie o JY1 @) die ol (gginall die ASLa dad)al) il yaia

Ll el u

I laaiY) daie risal -4

ol lip€e s Laag il (3 ety Gl e A Jaad) daie isas B slaeY) 5
(Impulse Response Jadll 530 dyedll Llaawy) dla Jdasy (Variance Decomposition)

.Function)

o) Ao dlal) zigad padi 1-4

(Variance Decomposition) cplall ciligSe Julai 1-1-4

V) gl e Jsaanll 5 eJgnad) o Silall z3gail ol cilis€a st o

Jsay! e dilal) 7 3sail il i€ 15 Jgand)

Period ROA X1 X2 X3 X4
1 100.0000 0.000000 0.000000 0.000000 0.000000
2 71.41990 1.828017 25.11393 0.043544 1.594612
3 62.99809 4.293314 31.03182 0.262776 1.413999
4 62.03242 4.786379 30.80370 0.443647 1.933856
5 59.77622 4.603601 32.94559 0.440918 2.233672
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(Impulse Response Function) Jaill 53,1 4y, al) dulaiay) 4 2-1-4

X1 gl apayl) duns) b Abiaially gl ol Jpual) o Slall Jad 53 dulaiad) (1) a8y I G
(X4 il gll Ay X3 Ll Agaad) Lowdg X2 Agilall alaaY) Loady

Jya¥l Ao 2lall Lalaal Jadll 53, laicd 11 JS&

Response to Cholesky One S.D. (d.f. adjusted) Innovations + 2 S.E.

Response of ROAto X1 Response of ROAto X2
Response of ROAto X3 Response of ROAto X4
Osadlusal) Ga Ao atlal) zigai jpaki 2-4
(Variance Decomposition) cplall ciligSe Julas 1-2-4
(Y il e Jgemnll 5 8L 3a e dilall 23l il clisSe st
Cpatlall ga Ao dilal) 2 3gail cplall iliga 16 Jgaad)
Period ROE X1 X2 X3 X4
1 100.0000 0.000000 0.000000 0.000000 0.000000
2 78.32300 0.074713 19.44187 0.551845 1.608566
3 70.47199 1.160381 25.52099 1.408225 1.438419
4 69.26374 1.681280 25.21680 2.114678 1.723497
5 66.62899 1.623934 27.64792 2.212223 1.886933

(Impulse Response Function) Jill 54! Z\:w.é:\ dlaiay) A 2-2-4

() a5 Alicially Alpd) el (ppanbaall 3 e S Jud 53, Bt (2) iy JSE
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LSl a o wilad) Alsleal Jadll 50, dlatia) 12 J<&
Response to Cholesky One S.D. (d.f. adjusted) Innovations = 2 S.E.

Response of ROE to X1

Response of ROE to X2

e — 1|
(o} (o}
T -1
-2 -2
1 2 3 4 5 2‘// ‘ 3 ‘ 4 5
Response of ROE to X3 Response of ROE to X4
1| 1|
ol o) e
T 0
-2 -2
1 2 3 4 5 2 3 a 5
il gilly gl

=2005) 55l Ba O3 b opall Slill L) oY) e b peadll dlgadl 3 dalys ) du)ll cés
23l =5l ) Jeasill &35 (2019

G (o) aeayl) dawy Sl Jea¥) e bl ob culal) cilip€e dulas lad) il ey
55l e (%1.83) Mon s (giil) dwem ) G & il cal€ Alil) 35l (P 4l ety
Loe cdeaalal) 55l 3 (%4.60) () doail 255 Aol 028 o LoDy clagmgall o Silall &
Sl s sasly 85l Gad gl o Slall o (ool apapl) daus byl 5058 N
o ) il gl eaml) seal) B ol Jadll 5330 Alan) ANy cojelily L Liad 28V L)
sl Joua¥) e 2l gy ) a5 ool ava )l s 53y of Gus (Jpua¥) e xilal)
(03 ATy dudle g) Ay ge (3 elldy (Jsbimill El 138 Tan & g 3 Jlos ) i dia)

(2020
ool alaa¥) daiy Al Clagagall Lo silal) ol cplil) cilis€e st SLas) il gl
(%25.11) s s 35308l  aliia¥) Lansi 3 il il Al s53al) DA a3 ey Cum
sl 3 (%32.95) S deail 05 Aol s3a o Jaadly clagmgal) Ao Slall 8 i) g
oud ol o 3l o gl Jalia¥) das 8 ) 5B 58 Y el Lee cdusdlal
By L b Jadl) 53] LliaY) Al el Laad AasY dae) il s saaly 55

&l @5 sl alaa¥) dus 0L o Cus (Jga) e lall e e 550 g gl
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llyg g UVl il 13 Tay & o Joa S S diey 55 Jsad) o lall (alids)
(2020 g5 aTs ddles) A pe Gl

A glal) Algaad) dany il clasasall e slall o cplall cilis€e Jilat lasl gl cuelily =3
(%0.04) Jon st L393l) Agaad) das & ol puaal) cul€ Ll al) DA 4l ey Cum
sl 8 (%0.44) ) deail 25 Lanail) s2a of Laadly cclagasall o Slall b gl (he
Bl Gl Jpaad) o lall o Lugilal) Agauad) dawss (& Ll 5l 88 ) el Laa cduaalal
od Ausilal) Algaud danss o Jadll 5,1 Aol Alls cpglaly Lo 48N Gy il s saaly
o sl (alia ) sa5 Lngldl) gl daw 83 (Jea¥) o Sl e alu b
Ly e G Al VL Ll 13 Tay & cClgin 4 s ) 80 Ay 35l Jgual)
(2020 «Cpmng aaalyl) g (2020 coyguals dudle )

il ey s Cidagil) Aty il lagagall e sladl ol gulal) cilisSe il las) jelly —4
o Bl & sl e (%1.59) on e Cila gl A 6 il ol Al 55l Pl
B8 () il Lae cdusalal) 85dl) 6 (%2.23) A demil w5 il s3a o LDy clagasal
Lad aaY sy il Jy asly 85 Gl Jgea) o 2ilall e Cadagill das 8 sl Ll
Cun (gl o wilad) o o 580 Lo cada gl das b Jadll 5330 &lanal) Alls cjelily
I & it g ) 28 At 858 Jgea¥) e lall g Uiyl ) a5 Cdagill s 5205 ¢
(2020 ¢055aTs Dileg) A ae i @lldg (Jilaailly 50 13

Can ol weal dawy Aty Cpealiall o o wilall b cplal) GlisSe dulas jlas) ekl -5
550 (e (%0.07) (sn a1 dpea ) danss b ol paal) lS A5l 55 DA 4l oy
Lee cdnalall 35l 3 (%1.62) ) desil 05 dacill 038 Gy cpaaliad) B o Nl S
Banly 8l Gad Cpealaall 3a e Slall e ookl da )l Lo B puall a0 58 ) i
OEl g (i) ana ) B ol el 53y Alanay) Ally cajelaly Liad daaY duiey il sy
Ball gl ) a5 @il wea)l Lo 5Ly of s Cpaaluall G Ao Sl e s
G ellyg Jplaalls a1 Tay & ey 3 s ) i dse) Bl pealiaall 3a e
(2020 g aTs dblegy) Ay e

Gl BlaaY) dusy Al cpealad Ga e dlall 0b calall GligSe a3 jlas) elils -6
(%19.44) s s 3531l  alia¥) Gansi 3 il il Al s5al) DA 4 ey Cam
sidll & (%27.65) Y deail w5 daaill da ofy copaalinall Ga o 2l 8 sl
ol Ga o bl Lo gl alaaVl L 3 all 800 58 ) 5l Lee (sl
Bl Lo b Jedll 53,1 Alana) Al cojelaly Liad AaaY dgie) il s sasly 85 G
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G35 Sl alaa¥) duws 33b) of Cus opeaaliadl Ga o Slall o ol b W gl
UYL il 138 T 8 i Moa ) 5 dia) 35d] (aaliaal) a o ilal) (alind) )
(2020 ATy duile s s ae i elly

Gus gl Agpad) dasy il S Ga e Sl ol el @lise dilas laa) elly =7
550 (g (%0-55) Mon poadh £ g3lal) Al gaaad) A 3 <l puaal) il Al 55 DA 4 ey
Lee cdnalall g5l 3 (%2.21) ) deail 05 daaill 238 Gy cpealiad) B Glo Nl &
sasly 55l Gl Cpealeaall a (o Blall o Gl Algand) das & aall il 88 ) il
5B gl A glal) Agad) Lo ol Jadl) 53y Alati¥) Ay cpglaly Ll 25N die) il s
Blall b)) (525 Auslall Agaadd) s 3315 o G catlanall Ga o Bl e il
o G Al g UVl a1 Tan 8 cclsin 4 a1 5 G 85 Cpaaluaadl 3 o
(2014 (aLlS) Ll aa Gayleisg (Onjala, 2009) dulys (2020 csyals dablesy) )y

oy un Cialagil) day Al Cpealaad) Ga o ailal) oL oalal) cilis€a dadas jlas) ekly —8
Ball & sl e (%1.61) don s Caadagil) s b il il Ll 353l (DA
58 ) Dol Laa el 35dll (3 (%1.89) (N el s Zpul 028 Oy ¢ Cpatliaall o e
aaY duie) Sl Jy saaly 85 ud Cpealuad) Ga o Slall o Cilagl das (& psall sl
G o bl o alad b L) cadagl s b Jadl) 530 Blana) Ay coelily Lad
i A 55 Cpenlioall o o Slall g i) ) a5 Clasill das ab o s ¢ (e lisdl)

(2020 039,35 dble g) Ay ae (o Sy (Jiloaills B0 13 Taw 5 cpiin s )

b e Auhl) Cuagl Al il e alaely

6 agadlag 3l o eDlaad) punits dal (e @llig Sl cDLgadl) Jumdl sy yal) clid) ol —1
RETA

chlaay) o 5l clill I oYy ddpaaall Agad) Co dloall al) i) 5l e -2
Y Byrad

Aginllaey Cavall Bl o Caggll jaivne JS0 Il 4ol auitis 2ladl) pal) i) e -3

Glexall o bl Allie dal (e algeal 5ol clill alaal A (e i) il b ausdl) —4
cedlandl U8 Cpe

donalad) LY (el (6)130) malin€ g yemall Cpalill malin dund (yal) il 33 e qany =5
Apad ) Galeall el 5 ac bl cualil ()i gali 058 Cpae al) Lleal Liad el

sil) Slbal) g e gl b oSIL Ggial (Sall Slidl slelya 85500 =6
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Cipa ra by clondlly alud) Slacd aladl (ggionall bt ¢l JHEANL daby ikl

Apal) Ll Ll 0 Ky Yol aa Culill Capeall o pl ity Cus ¢ S0

Dbl
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Alatl) Gijlaall Alal) o)) 8 L)) cpatiall 5. (2020) -2 5l se ¢ Cpameng LA ¢l
Lpac] daalall (il slanlly sla@¥) A0S A sgandl Cipaa Ao dududas du)ps — 4l
A5 202l cAaalaadly LoLaBY) aglall dlas Aidlay!

Cladl (e die duhy oY) Gladl day A gl L ashd) S <lla e .

14 s 4 dlaa 220182013 el 85ll Lo gend) ZudLy!

Ll Ay — I el st e Cajliad) Sn 5 (2019) ae Lsy ,olde sale .
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oY) caslly il
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iyl
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