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Abstract:

The aim of Research was to study the relationship between
financial solvency and profitability in the Saudi commercial banks. The
sample of the study included six Saudi commercial banks during the
period 2010-2016. The focus was on a range of financial ratios. A
series of statistics analysis indicators were used to test the hypothesis.
A number of results were found: there are statistically significant
relationship between solvency variables and return on equity except for
equity to deposits and equity to assets, and between solvency variables
and return on assets except equity to deposits and equity to assets, and
between solvency variables and return on deposits except for equity to
deposits and equity to assets, and solvency variables and earning per
share except equity to deposits and equity to assets. The study also
indicating a long term trade-off relation between solvency and
profitability in general. A number of recommendations related to the
research findings were made.

Keywords: financial solvency, profitability, commercial banks,
Kingdom of Saudi Arabia.
Jel Classification: G11, G21.
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558 cSd Al QLS Asgll pmads Gl e o 8 Cua cclull B!
53l Gad Vs Jumidl Juadll o siaiad) ~LY) G Y ((dag)ll syalial
Gind e b JWl ) G saly ol cadag Juady JIsa¥) JS s JWl) )
JWi) gl (Opportunity Cost) alad) il 44S5 Jalad dpulic dile <V axs
Caagy hlemadl Jall sl J81 e Joley dile Jarey ALY JW)
Required rate of ) coslhaal) silall Jaes Gaiad o cagaadl jrw o dluiladll
« &) (The Cost of equity Capital) 4kl Gsia 48 jlaly g3y (return
/(290 = <2002
Aaudat) Aapay L
Ghradl gl 3 Allad) @il o duhall cuyal cAu)al) ey aaiza -
bl 3l oy L e D586 A LS G35 Agandl Ayl ASladly
cy Sl a5 (2016 —2010) il DA Gy SN leailsa b ddlal
lapall gagandl Sl cglaall JaY) Sl colay) ol 1 a Sgidly s
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bl Ll (e IS Gl Ayl Gyt tasl dilall aladinl 5 e
oulats A (530 e U Dyginal) (grinas (glinall Ciails Jasslly

coll LgaNa s i)
el T A jees clysia) n A Auhal (grall Clegyal zila @
i) i) e dliid)

e dippal (ADF) Jardll jlé S Hlidl Galady dnSull chladl e
Ao @hlal ol ehay ey )il bl o sSa

JaY) sk Auls ADle gy s o ol el Jalsill jlasl e
.(Johansen) slaal Gudaiy duhall il ysia o
tdiagll il .1

L) 5ol cpiial Lbuagl) clplanyl 11 Jgaad

o) sl s | Al sia | ) Al Gais | ) dslal) 3 gha
pyadl) Alaa) gl ea) | Jaad) laa) 8kl J gua¥)
ETL ETD ETA ERA
Mean 0.296935 0.290354 0.170212 1.4508
Median 0.227312 0.186556 0.140071 1.4308
Maximum 4.318465 5.220200 0.824642 4.0108
Minimum 0.149306 0.112321 0.090856 6180591
Std. Dev. 0.359243 0.494563 0.106600 0.99256185
Skewness 9.053863 7.155118 3.478841 0.980994
Kurtosis 96.97948 64.07770 16.61201 3.494017
Probability 0.000000 0.000000 0.000000 0.000000
Sum 49.88503 48.77940 28.59560 2.4310
Sum Sq. Dev. 21.55228 40.84691 1.897732 1.6518
Observations 168 168 168 168

Eviews 10 glin Gph oo dalaill it (e Galll danlg aea 1 jaal)
bl e clyial dpagll cleliany) odlef (1) &) Jsaal) (mpeial
(ETL) Gl Jea) ) 4SL Ggia el (MeaN) sbuall Tl of Jaadl
g Gn (ETD) gilash leal ) AL Ggia el (0.296935) &l
i (ETA) Jsa¥) Jla) ) 8L s uiials (0.290354) Jawssiall
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.(1.4508) & (ERA) syhadll Jsal L A8 sia s (0.170212)
By Ay agadl) o Al gy dldie) musly ddle ddiays

Cua dallall 33l @yuial (Std. Dev.) (lmall cahai¥) alyeind &5
& (ETL) Casdl Jha) ) ASW Gaial (gl Ghaiy) o B
(0.494563) &L (ETD) wdlash Jlaa) ) AsSlall Gsia yarialy (0.359243)
Gsin axials (0.106600) &L (ETA) sl Jlaa) S Al Gsin il
Glays ) el s -(0.99256185) &l (ERA) syball Jsal ) 3SL
A gina Ay ylae cld) )
32l Aalall cilyuaiall aread (Probability) dadlasy) desll sl A ey
SHEAY) gen o e Jy e (0.000000) isice lengen of iy A
o3LE 2 Lein aas Vs Lids i bl Jia el psially dalil) dias)

Loyl alpidal ddagll s laay) 12 Jgaall

o el Jaa | g o sl | s o ) |

ROD gl ROAJ s¥) ROE4swll EPS
Mean 0.012630 0.009357 0.065641 2.208635
Median 0.008137 0.006160 0.049502 1.010000
Maximum 0.029951 0.023065 0.187816 76.00000
Minimum 0.000515 0.000132 0.000212 0.002000
Std. Dev. 0.008191 0.006215 0.046457 7.699489
Skewness 0.582821 0.632245 0.833544 8.750714
Kurtosis 1.976266 2.113709 2.824241 79.68790
Probability 0.000231 0.000250 0.000057 0.000000
Sum 2.109253 1.562676 10.96209 368.8420
Sum Sq. Dev. 0.011137 0.006411 0.358268 9840.835

Observations 167 167 167 167

Eviews 10 zeby Gub oo sl 255 e Calill Uadlsy pan 1 jhiaall
wSel (2) a) Jsaall A Lyl chrial dhiagl) Clelian) Galyinl
& (ROD) wilashl e wilall Jare yidd (Me@Nn) olual) sl of ay G
Lugdl 4y &us (ROA) dsall gsene o bl uids (0.012630)
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sialy (0.065641) &b (ROE) Sl s e 2l iads (0.009357)
G o (sl Luluall BluY) (aty (2.208635) &l (EPS) agadl =)
Al gy Ay
Std. ) lmall Gihai¥) aly Gua gl il dglaal) Cliai) (e 5 LS
Alall yuids (0.008191) &l (ROD) wilagh Je dilall Jaza aial (Dev.
Gsia o 2kl jiad; (0.006215) & s (ROA) Jsall goene o
(7-699489) &li (EPS) agudl gy sials (0.046457) &l (ROE) aslal
o opial el GladV) e Lo Agiase Al Dlilas) Gy A el s
cnl lehas e all Kl Cilai) Sy (53] g

daldll ciysid) seal (Probability) ddlaay) el jlaidl A (e
Aall) dda gl GhlaY) pes o Glo Jy Lae Gysine lonsan o Jaadl day))
3L o Lty 60 Yy Lida UG il i cnally
gl Cilagpall g igai 2

Loyl Ao 4 Sedlall cfpiia Ji 13 Jgandl

Dependent Variables

LOG(ROA) | Prob | LOG(ROE) | Prob | LOG(ROD) | Prob | LOG(EPS) | Prob

0.000 0.000 0.000 0.000
c 15.07869* 0 15.07869* 0 15.07869** 0 17.36407** 0

* % * % * *

0.578622* | 0.000 | 0.578622* | 0.000 | 0.578622** | 0.000 | 0.780778** | 0.000
LOG(ERA)

* % 0 * % 0 * 0 * 0

0.075 0.642 0.642 0.331

Loo(ETA) | 1.351319° | . | 0351319 X 0.351319 \ -0.897819 ;
0.805 0.805 0.100 0.199

LOG(ETD) | 0.175748 1 0.175748 1 1.175748 ) 1.120757 .
B 0.001 ) 0.001 ) 0.001 j 0.000

LoGET) | 1615055+ |~ T | Le1sosse | T | 161s0s5ee | T | 2.0806650 |

% % * *

Eviews 10 zalin Gph oo Jidaill £ (0 Gald) danl s aen 1 jiaal)
e 0.15¢0.05 0.01 48 (s5ime die Aygina dapy ) el (*) (**) o(**¥)
sl

W3Sl G AR Gai e zila Axg)l (3) Ay Jsaadl G

)l
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JSS z3sall Aysina iy Cun (ROA) Jsal) gsane o silad) Lo Syjle
L dple sl e L) 3Dl Cilyia pes Lisinay 0.0000 dgine (s5ine xic
&) Jlea) I ASl) Gsis dplegls (ETA) Joa) Jaa) ) A8 (i
bass Cus il Zalal) (Prob) dedl il 51 asay pre L (ETD)
(0-8051) slis Jpa¥) an) N AL Gsia Aot dilell (0.0753) (ssbass
ANV lsies 8 e S g JEL lasl Jlea) ) AL GBoia slesl
Jalae Cms il oda (e Ji g8 clysidl 3L W 0.15 <0.05 <0.01 odel
Blall Jama diple ol ) dabaad) il 3l Culpitia Jile sl g ARl 558 ayaal)
5ol chasie of & (R — squared =0.34 ) sbs Ally Jsa) gsena o
(ROA) Usa¥) gsann o 2ilall Jana 3 il (0 %34 usiss 1)

Ahad) AW s Gbiie Aplegd Ga ADL) SW) zisall
vie JSS zasall dgine (i S (ROE) Alall 3sia o ilall Jans Apledly
Gsias Aple sl lae Bl el Chrie aaen daginas 0.0000 disine (g5
gl Jaa) ) ASW Ggis dlegds (ETA) dsa¥) Jlea) 4L
Cua il alall (Prob) dedl kil SV s s my dus (ETD)
(ETA) Jsa¥) Jlaa) U AL Gsin dus dplesll (0.6423) sl laaas
oo S e Jul (ETD) adlash Jea) Y &Sl 358a 2iyle sl (0.8051) 5
s3a (e Jil b criall 3l L6 0.15¢0.05 <0.01 oMel aVall cilygine JS
A el AL 3Dl Cpaie diple sl Ga A 58 aasall Jeles G il
Ghysie of 6 (R - squared = 0.56 ) Jsa¥l gsane o 2lall G Syjle
(ROE ) 4SLl Ghgia e xilall Jaea 3 il (e %56 pusis L) 50l

L) Ll sl Chsie dpled G A0 Bzl G
Gsia die JSS 73 gaill Lygine (i i (ROD) wilasll e siladl Jans iyle sl
ALl 3sin At Apple gl e ALl 8ol Clpiie aen Aysinay 0.0000 4ysina
Sl ls (0.6423) (Prob) dgsied) 4ied il 535 (ETA) Jsal as) )
(0.1002) Agimal)l aind cly Cum (ETD) pilagl Mea) Y Sl Ggia
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S W 0.15 0.05 0.01 el ANY cligine IS e ST L Julls
dplesd G A 58 aaall Jalee Cons el o3 e B Lgasea Clpaiall
Jea¥) gsame o dlall Zus Jplegly ddbiad) W sl i
& s (e %25 e Al 5ol @lyste of ol (R - squared = 0.25)
.(ROD) gilagll e 2ilall Jasa

Aiple oy Aabiaall bl seDall e Al sl A )l z3saill
0.0000 4isine (ssinn vie JSS #isaill dygina ity Cun (EPS) agnd) )y duns
el ) skl Beis dus Aple) lae AWl Bedlal Gt aen Ayginag
pe LMy (ETD) aihasll s} N ASld) Ggis Siplesls (ETA) Jsma)
sl Aadll il Cua et J$ Aall) (Prob) dedl Lkl Y1 s
iy LS (0.3317) (ETA) dsa¥) Jlaal I Al Ggia Lo dyle sl
Cfialll 0led JEL (ETD) ol Jaa) ) &Sl 358a sjlesll (0.1998)
lersen i)l 3L Wl 0.15 0.05 0.01 oDlef ANA Glsiss IS o LS
L) 5Dl e Aiple sl o AD 58 aaaill Jaelas ang - pil) 038 (pa Al
L 3l e of 6 (R — squared = 0.59) agad) 7y iyl sl dabiaal)
(EPS) pendl gy nsi b i) (o %59 yusi

G Al sedd) clyie dlle o odel Jidatll PUA e bl 05
3Ol hdne A Laall Bl Lyl chdge b @A Bl dapl) s
oda il Al Sl oda amg sl chla) e Gaedldl) ey Nl 4l
Oo O g o S aaey Glldy dabisall el dasl die lieY) b Al
oS A clubiadly S pms 05 (0 s ASle (s elm) Jasaill il
Al il 5l Y ca jaad 13 e gyt 5@y e
sAgigsad) clad) L3

san o paie IS JalSs sy wpaaily LSy clprial) hd e SEI
DA eha) Gy aaed e ae)ll e s Unit Root Test sasgll jia jlidl ¢y
(1979) Jaadl JJi S lsaly cubas 4uball of ¥) sasgl
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Aneill Aulud) o dump e 238 ADF Wil .Augmented Dickey-Fuller
(AR) S laad¥) dglee Alanlsy A5

Chysiall aea of ciy Ay ADF laa) ol eday oliaf (4) a8y Jsaal
Jsal) Jlea) I AL s (ERA 3)ball Ja¥) I ALl s A
poadll Jla) ) ALl Gsiag (ETD gl Jlea) ) 4l G5 (ETA
3l RTD whagl) Jea) o 2kl (ROA Jsa) Jlea) e 2l (ETL
Lgimay J5Y) @ill 8 ASLs lgrpen LEPS agudl zy)5 (ROE 48kl 3sia e
(1) A8y e dlelSie cfyand) S o & %5

ADF ,lad) milis :4 Jgaal)

Level First Difference
Variable ADF ADF
Statistics Result Statistics Result
ETA -12.28809 Stationary -12.32552 Stationary
ETD -25.08592 Stationary -47.57129 Stationary
ETL -42.49361 Stationary -85.14029 Stationary
ERA - - -12.32552 Stationary
ROA - - -8.855156 Stationary
ROE -3.797407 Stationary -6.922439 Stationary
ROD - - -8.804838 Stationary
EPS - - -13.75963 Stationary

Eviews 10 zalin G ge Jidaill il e Gald) Zauls aes 1 jdaal)

o AL s oay Dbl 33l e muen o (4) 85 Jsaad) Oam
o Sl Bis ETA Jsa¥) Jlea) ) ASl) Gsis (ERA 3)hill Jpal!
)l af paeny ETL asadll Jlea) ) 4SLd) Goins (ETD wilagh lea)
Sl 3l (RTD wilagll Jlea) e ladl (ROA Jsa) Jlea) o silad) oy
ehab maw L J5¥) @il 3 ASLe LEPS agudl zy)5 (ROE 4SLl (3gia
Ll . Jal) Ak dnj)s ddle Lo aag cuilS 13 e dug ) Lo o dad) Jalsill
o 23 o8y Lapl) F Aalal) 33l il el (sginal) b (Sbe lpmns of
el A Gy 1 @l 8 osSadl ey A J5Y) 3l 8 4l lgaan
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sl idal) Jalsil LE) .4
Jyad) ) AL (3gis A of 3asgll 3l ADF sl e o LS
AL Gsia Ay ETA Jsall Jlaa) ) &Sl Gia duis (ERA 35kl
e Blall (ETL agadll Jaa) 1) AL Ggis dus 5 ETD ol Jlea) )
Gsia e sl RTD @byl Jua) e sl (ROA Jsal) s
o JalSie lgia e JS5 JY) 3l 3 A8l EPS agudl my)5 (ROE 4SL
zisall Glysie cilS 1) 4l e lpidl cplall asgie iy J(0) Lda dasal
ol a8l aty il o3a (e gie s OSal 13l (sl 8 AL
ALl s e Wl ol lnsan aial) Gl (l(0) Lia dauall e Sl 68
e Adpd dpsdl Jalkall (Johansen 1995) ddl Gauki s (Sag
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Johansen ,Lid) il : 5 gaal)
No. of co — integration equations
Trace Max — eigenvalue

Variables

ETA
ROA
ROE 5 5
ROD
EPS

ETD
ROA
ROE 5 5
ROD

EPS

ETL
ROA

ROE 5 5

ROD
EPS

ERA

ROA
ROE 5 1
ROD

EPS
Eviews 10 zalin Gph oo Jdaill i e Gald) danls aen 1 jdaal)

) e dlind) Jelsall saals dalas dllia o (5) &) Jsaadl G
5ol Clysie G Ja¥) Alsh Agjls Al asy o dly Lae Azl
Ayl Glpstias L)
cluagilly il LIV
sl .1

Model No. 1

Model No. 2

Model No. 3

Model No. 4

t V) 8 Al =i aaf i
Ay Aagead) gl A 3N Clytia G ddlas) AL G WD aagi -
(ETD) gihasll Jlea) I A€l (38 ko e (ROE) Z8L) Ggin e il
{(ETA) dsua¥) Jlan] ) 2L G35ins
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