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A study of the Impact of Inflation on Return on Equity in
Private Commercial Banks Listed on the Damascus
Securities Exchange

Dr. Mohamed Fadi Abdel Moneim Shockfah

Department of Finance and Banking, Faculty of Economics, Hama
University

Abstract :

This study aims to EXAMINE the effect of inflation on the return on equity in
private commercial banks listed on the Damascus Securities Exchange.
Financial data extracted from the financial statements of the studied banks was
used, on a quarterly basis, and the descriptive approach was adopted. This was
done by using books, research, studies, scientific journals, periodic bulletins
and reports, financial data, reports and budgets published by the studied banks,
and publications of the Central Bank of Syria. The study variables were
extracted from these, and then statistical analysis was carried out on the data
of these banks, (11) bank, for the time series (2011-2024) using the statistical
program (EVIEWS10) by following the DATA PANEL methodology.

The study results showed that there is a positive effect of inflation on the return
on equity of private Syrian commercial banks in the short term, which appears
after two quarters. This effect turns into a negative effect starting from the third
slowdown period, and this negative effect continues in the long term. The value
of the error correction factor for the estimated model shows that private
commercial banks do not have the efficiency to manage inflation risks, as they
need a year to return to the equilibrium position.

Keywords: Inflation, return on equity, private commercial banks, banking
financial performance, panel data time series.
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ROE INF
Mean 0.08 56.62550
Median 0.03 42.34634
Maximum 0.59 184.1567
Minimum -0.03 28.66567
Std. Dev. 0.20 47.46236
bservations 616 616
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DDl Jiials (OLS) daeadl ol jlaai¥l oy & 5365 pe ginil) o LS
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Aalya) il (S5unal) (b A L) @l (3) Ay Jsaad)

ROE INF
Method Statistic | Prob.* | Statistic ‘ Prob.*
Levin, Lin & Chu t -0.59512 | 0.2759 | -1.48641 | 0.0686

* Probabilities are computed assuming asympotic normality
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5iana (o ST Al (gpaie ST LAY Al any Ablaall Lllaay) daall (o
Lyl (gyarial Apia3l) Jedladl elgialy AN anell dycajp Jiis A (5% Lsginal
LW Ggin e dlally adail) Alade clly i) axe ol asgll jia e
iy o I Bl e bl all &hyaaY) laal sale] cang GUA (gl i
1(4) &) sl
L) cptial g1 @A B AubEiuY) LA il (4) ady Jsead)

D(ROE) D(INF)
Method Statistic | Prob.* | Statistic Prob.*
Levin, Lin & Chu t -10.9725 | 0.0000 | -7.12876 0.0000

* Probabilities are computed assuming asympotic normality
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didall Jalsilly VAR gigas aladialy Slial) slaiy) 553 JL3a1 julea (5) 4, Jssal)

Endogenous variables: ROE CA

Lag | LogL LR FPE AIC SC HQ
0 | -5876.33 NA 6.09E+11 33.86257 33.82578 33.95724
1 | -5847.14 | 1410.666 | 6.95E+09 | 28.32587 | 29.23587 29.24687
2 | -5122.12 | 91.21658 | 5.58E+09 | 28.78523 29.02587 28.39875
3 | -5185.02 | 58.23158 | 4.55E+09 | 28.58762 | 28.65875 28.76258
4 | -5046.71 | 49.25864 | 4.14E+09 | 28.31658 | 28.36975* | 28.35847
5 |-5076.82 | 14.31586* | 4.16e+09* | 28.75321* | 28.34586 | 28.31587*
t- ADF
Statistic Prob. Statistic Prob.
Panel v-Statistic 3.21586 0.0016 3.87512 0.0082
Panel rho-Statistic -3.36857 0.0027 -3.25875 0.0025
Panel PP-Statistic -3.87563 0.0084 -3.58752 0.07
Panel ADF-Statistic -3.87532 0.0147 -3.35875 0.0258
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t- ADF & aidial Jalil) jLasl C_ul.“u s (6) @5) Jgaadl
Statistic Prob. Statistic Prob.
Panel v-Statistic 2.450843 | 0.0071 | 2.499666 0.0062
Panel rho-Statistic -2.63976 | 0.0041 | -2.60665 0.0046
Panel PP-Statistic -2.34584 | 0.0095 | -2.32491 0.01
Panel ADF-Statistic -2.28615 | 0.0111 | -2.29227 0.0109
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Al i piial ) LSS @l (7) o gl

Null Hypothesis: Obs F-Statistic Prob.

INF does not Granger Cause ROE 616 26.6458 0.0346

PROFIT does not Granger Cause 8.57932 0.0038
INF
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z il (Giiadd ECM sl il cpm (8) ady Jgaall

Standard errors in (ROE) & t-statistics in [INF]

Cointegrating Eq: CointEq1 R-squared

0.433375

ROE (-1) 1 Adj. R-squared

0.524833
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INF (-1)

_14.72586
(5.40258)
[ 4.33587]

Sum sq. resids

1.54E+09

C

-7258.62

S.E. equation

4265.358

Error Correction:

D(ROE)

F-statistic

19.54258

CointEql

-0.325864
(0.03487)
[-6.61587]

Log likelihood

-2932.15

D(ROE (-1))

-0.005741
(0.07258)
[ -0.08245]

Akaike AIC

17.49258

D(ROE (-2))

-0.04258
(0.07258)
[-0.5725]

Schwarz SC

17.72586

D(ROE (-3))

-0.008325
(0.05832)
[-0.2847]

Mean dependent

-26.5847

D(ROE (-4))

-0.08245
(0.05423)
[-1.35874]

S.D. dependent

4256.615

D(ROE (-5))

-0.223584
(0.06587)
[-1.83254]

Determinant resid
covariance (dof adj.)

4.07E+08

D(INF (-1))

3.71235
(7.42582)
[0.65874]

Determinant resid
covariance

2.74E+08

D(INF (-2))

71.24586
(6.32541)
[9.8521]

Log likelihood

-4125.4

D(INF (-3))

~41.35842
(7.42158)
[-5.44158]

Akaike information
criterion

31.59256

D(INF (-4))

-32.4584
(8.35847)
[-3.40254]

Schwarz criterion

29.11524

D(INF (-5))

16.27582
(9.77258)
[2.25843]
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C -398.8256 p- values
(257.338)
[-1.59025]

0.0001
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