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Abstract

Factors Affecting The level Of Banking Hedging Of Commercial Banks
Operating In Palestine

Study aims to develop a standard model based on the financial analysis
of the lists published financial banks through the stand over some of the factors
influence the degree of Banking Hedging in the Palestinian banking system,
and come up with recommendations help departments such banks to develop
their performance in terms of bank risk management (Liquidity Risk) and
(Credit Risk) and (Interest Risk) and (Capital Risk), targeted to achieve high
rates of (Return on Assets) and thus maintain the (Bank Hedging), and for this
purpose has been selected (5) Financial ratios of a sample of (12) Bank -
licensed to the Palestinian Monetary Authority - the period between (1997 -
2007) using the method of statistical analysis known as the Panel Data, through
the application form below:

yit = Zi a + B Xit + ¢t

The study revealed the existence of a direct correlation between the
degree of Banking Hedging point of all the risks concerning the degree of
liquidity (LR) and the risks associated with insufficient capital (CAR), risks
relating to fluctuations in interest rates (IR) and the total rate of return on assets
(ROA) on the other. While demonstrating the existence of an inverse
relationship between the degree of Banking Hedging and credit risk banking
(CR).

The study recommended the need to conduct follow-up attention to the
factors mentioned, conducting financial analyses, given an effective role in the
financial position of banks, as well asitsrole in rationalizing the decisions, and
the application of the model study to determine the degree of Banking Hedging
and the need to take the necessary procedures for the application of appropriate
policies to manage Risks and methods of measurement and follow-up

investigation of the Banking Hedging.
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P e ] (alidd dum i e Jly sed ¢ uSlaall 6l oYU o sid (5) ol W
1A a5 ey e jaw (sd AT 38N e s jraw < sl e X sall (3835 Al
Aol Adee DA (e Gy (8 jaalld

( Cabsand Floors) cibua N1 o o) g8l ¢ i i)
¢l V) et @ ) Y ala) (B Jlexind IS (b eaall Sy
S 53 e Y st Ui sy (L) Gipeaalld 25 LIS (e aa) (il
o praall ey 138 5 ¢t Baaly HY 53 Oaale (Vo) dhar g () Copadll (e (%7)
s s L) a5 Ladie dal) dal DA (%07) 5 osad e G GAN b (L)
o s Y atiee " A ) f 3308 g i () a8 Y ALYL L s
(p) Sa—all iy 138 5 it Bl ¥ 53 Gsale (V) s () paddl 00 (%)
S Gh a8 o Lavie diall JaF DA 5aDU ey (%) 0o G i

sl

SRV U VRS WA I RS- EPY. Y (VR SO IS ER TSN JEI EEREYE
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(Spring, 1997 pp: 28-29) at M anagement of Interes@ Rate Risk
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Al s DA (e Al Gl Slasy) Jilsil) o) ) &5 =&
Tl Al & jeadd) LU il dlalee 2lagy F Test (1

yit =Zia + B Xit + &it
Adisall Al Hall & yria (Al ¢ 535 dada Sy Hausman Test (2

T2ty & jeadd) L) Aa 0 0 3 sal Ay sine aa s aolil) La i g
W= c2[K-1]=[b-B']" y'-1[b-B']

:(Panel data analysis) 4wl al) g3 gai il b addiaal) o) ¥/
1 Panel data analysis 725 s (e dgiladl il Jlal Callad 205 llia

(OLS) Pooled Ordinary Least Square .
Fixed Effect .Y
Random Effect .¥

Al _alaall ¢l sa) ol sl a5 Al bl Aeedle SISV Jlatll Cglud aaas iy
Saal

§ (Pooled OLS) wslud ¢y Alaliall Jal e (F-test) JLadl el o) V/Y/¢
Adleall alasinly Gosllaal) 73 saill i) ) o slu) ladl Cargy 1(Fixed Effect)
saalul)

F(n-1,nT-N-K)= (¢ epooled- € el SDV)/ (n-1)
(eeLSDV )/ (nt-n-k)

ARTEN

HO: on = 02= 03 = 0

JS satsaalsdad L ol ccajbadl yies el e Anl (W) dad 1 eael) o Al
A g Al A3l 5 Sl e g e (V) Waade 3l Al die Cajladd)
. Pooled cslul axdius cexell il Jod Alla g 3w (V) e
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H1: oy # 02# 03 # 0=

5 yiie A L ol cciladl s el e Al e (W) Aad il il
Al sl gt e e L LS dd ol due Gjiad) e AY Gpas o
. Fixed Effect sl st Jaadl (5l Jsd

L opdd g

(F-test) LLaay) 5e,:F

V= () giall dae * @ patial) aae) Claaliall sae a3 Ay A Ax 3 I0-]

(< sall) A 3 Claalindl aae * (G jladll) Ladasdll Claalinll aae :NT

el (8 daadiiall (s jladll 2ae N

(i) aad) o san s i) allaall 2ae) Ayl s jo ol 5 judal) Ol juiiall <O lilae 1K
i) 23 saill ¢UadY) ey ye ¢ sens i€'EpOOlEd
Least Square Divination .agdl e zisell ¢Uad¥l ey e § sene €ElSOV
Variance
erall il by il (P value < 0.05) dad of ) Ja) il eyl s
(Fixed sl mlia 3 oS a5l o &) LHL: 0 #0 Jadl () Jis s <HO: 0=0
iy L o (L) e o i iy OV il ) 23 gl Slad asia sy Le 13a 5 Effeect)
(Z 4ad G silldagi g dad 4 i) Z dad

National Banks:

(1) Bank of PalestineLTD
BH_BOP =-1.85- 1.57 + 1.13 * ROA_BOP + 0.05 * IR_BOP + 0.17 * CPR_BOP -
0.10* CR_BOP +0.05* LR_BOP

(2) AL- Quds Bank for Development & Investment
BH QB =7.45-157+113* ROA_QB +0.05* IR QB + 0.17 * CPR_QB - 0.10 *
CR_ QB+0.05* LR_QB
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(3) Palestine I nvestment Bank
BH_PIB=791-157+113* ROA_PIB+0.05* IR PIB+0.17* CPR PIB-0.10*
CR PIB+0.05* LR_PIB

(4)Commercial Bank of Palestine
BH_CBOP = 1.19 - 157 + 113 * ROA_CBOP + 0.05 * IR_CBOP + 0.17 *
CPR_CBOP- 0.10* CR_CBOP + 0.05* LR_CBOP

Arab Banks:

(1) Cairo Amman Bank

BH_CAB =-4.46 - 1.57 + 1.13 * ROA_CAB + 0.05* IR_CAB + 0.17 * CPR_CAB -
0.10* CR_ CAB+0.05* LR_CAB

(2) Arab Bank
BH_AB =-4.91- 157+ 1.13* ROA_AB +0.05* IR_AB + 0.17 * CPR_AB - 0.10 *
CR_AB+0.05* LR_AB

(3) Bank of Jordan
BH_JOB =-2.76 - 1.57 + 1.13* ROA_JOB + 0.05* IR_JOB + 0.17 * CPR_JOB - 0.10
* CR_JOB +0.05* LR_JOB

(4) Egyptian Arab Land Bank
BH_EALB = 159 - 157 + 113 * ROA_EALB + 0.05 * IR_EALB + 0.17 *
CPR_EALB-0.10* CR_EALB +0.05* LR_EALB

(5) Jordan Ahli Bank
BH_JAB =-4.46 - 1.57 + 1.13* ROA_JAB + 0.05* IR_JAB + 0.17 * CPR_JAB - 0.10
* CR_JAB +0.05* LR _JAB

(6) Jordan Commer cial Bank
BH_JCB =-1.59- 1.57 + 1.13* ROA_JCB + 0.05* IR_JCB + 0.17 * CPR_JCB - 0.10
* CR_JCB +0.05* LR_JCB

(7) Union Bank for Saving & | nvestment
BH_UBFSI = 4.68 - 157 + 1.13 * ROA_UBFSI + 0.05 * IR_UBFSI + 0.17 *
CPR_UBFSI - 0.10 * CR_UBFSI + 0.05* LR_UBFSI

(8) TheHousing Bank for Trade & Finance
BH_HBFTF = -258 - 1.57 + 1.13 * ROA_HBFTF + 0.05 * IR_HBFTF + 0.17 *
CPR_HBFTF-0.10* CR_HBFTF + 0.05* LR_HBFTF
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A Alsbaall Gkt sl 3l 54

The functional forms of one-way panel data models are as follows.
= (.r_z+,uij+X;,ﬁ+v ~HD(U,ij_

~ IDN0, %)

Fixed group effect model: ¥« #, Where Vi

:a+X;,ﬁ+(,ui +v

Fixed group effect model: *# =) where ¥

The notations used in this document are,

o ¥y, dependent vartable (DV) mean of group i.

o ¥, means of independent variables (IVs) at time £

¥, and T for overall means of the DV and IVs, respectively.

# the number of groups or firms

T the number of time periods

MN=nT" total number of observations

& the number of regressors excluding dummy variables
=] (ncluding the intercept)

(Random wglud ¢ Adalial) Jal ¢ (Hausman Test) Las) gla)  Y/Y/¢
[(Fixed Effect) 4 Effect)

DAl Aol aladsiuly

W= c2[K-1]=[b-B'] y'-1 [b-B']

&

T
G pusid) o 3Ll aa 0 Y I eaall 8l HO @ no correlation
) paatiall G (3 dals ) s sy tdiad) a4 H1 : correlation

B lalaall 48 saima o ‘_A;\ [b-Bl]’ Privap c[K-l] L Als o e €2 &S W 3
« (Random Effect) ; (Fixed Effect) 7235l 5 ;084
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oab) S b sy (P.ovalue < 0.05) dad o ) sy =il oslal a8
o Lﬁi H1: correlation Jidll (= 4l Jsé5 <HO 1 no correlation  «all (a4l
Fixed effect cslul mllal (S o 51
A ‘_,,_°. ).\Si 58S 5 40 giea ¢d (leed effect) Jalanl) &_ULJ u}.“. clld ‘539 el g
aall e 13a ((Panel Data) zises Jals gAY dilaall cudlad (e 4l culily
cabias A Alegall @ paiall 8 oS3 6 aals Fixed effect da sk alaasial of SAl
ool gl Al sda b (el e s Cajladll s s (Cross-sectional)
i Dalae moains Mg a3l e g Cojiadl e (o) adaial)l 305y 23 sl
) Al sadl) o B padll ol
yit =Zia + B Xit + &it
1ol &
(domaall GLY) aall il Y sty
i=(1,2, e, 112)(l e ) Al e i jamall 222 ) i
(Yo oV=1393Y (e 4w pdie saa)) 4l jall & i dae ) i ot
AY G e lind b eaddl Gl A 0 4 S5 A0 e e <) yiie 7
() iy Fuaay) Galdl i) zdsall A da o dal sl e
(a3 e s Cijbad e Bl Aad ag) W ) et e
ey sl Judl) a s — Al Alkiall l puial) (e e JSI Jelaall) Uiy B
B iy b yeadl LYl Aay0 i %0+ laey X i) 1Y)
bl de —lge 1l 2 s Alid) < il e dael) Jedy 4aie 1X
() Mea) o silal)l 528080 e jlalie = Jlal (il 5 lalie - laiy)
(s 8 Uadd) Jlaia §f 23l 8 Uad &gan 3lainl) i sdadl Uadd) e
Criea 3 23y aill s e dll gl e Xit asidll Jaidl LS 1
g ¢ el

(1) William H. Greene, 2003, Fifth Edition Econometric Analysis, New York University,
Prentice Hall, PP. 283-305.
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o iy e ) e 5 Cosbaddl e s X dad o ) s LU X dad i + Al 2 tadaadle

el e e Yy Cajlad) je i Z ded o s Z ) dads | Al

ralad) A Al zdgadl ¥/¢

(zilas (£) Adaud 5 llyg ((Fixed effect) dilas it aal L Lad Gl jall (o 0
O 13 Lo el Cangy @l cal Gl 23 gall pe zdgad JSI lal) A )l el i
g sl 13gd A el B sl e Gueng Al Bl 35l iy Zagas IS () patie A8l
(V) Jsaa Lkl —(P. value < 0.05) A (e 73 saill Ay sina Ao YN S5 Y
Lalll Cuald ¢ asay) dallaad 4ul ) clily Je (Fixed effect) dalas coslad Guki
Go e JSI A el 5 gl LAY saaie sl je e Ll 5 Al e dladial
G zigall o juie J$ il DA (e o daddl LY s o e Gl ¢ e
Lsima oty iy xie o puiall 4 jpedill 5 8l g zalas (£) Loal maad
(P. value < dad e slae¥l (Husman Test) 5 (F-test) jlasl B e JSS 73 gadl)
(Y ai) Saay) Galdl jhail ol Y eadl) o a9 0.05)

Slagasall ) o dilall flas Jadd (g e ae zdsail 138 Jalaill 23 2() ) gadl)
e e s cbmad gL Lase o usid) gta A Gl Galdl) jeu i
Seal o il G e g3 saill 13gd -l il Ay giee JaY — Jaladll il 45 ekl Las
Do il ekl Lot ¢ A pad) LY g ae ginay B3k Wy il Jsea)
eloak Al V) ¢ dad QLY pise e sl jau hlie pigd Dy e s dnse

Zasall) A gina pae (pily =SS 23 sl Ay pine LAY — Husman Test il

ighas o ol Jle Gl ) 508 sae (uSey e Al &5 zhall 1 8 1(Y)zdeadl
&b ol 5305 (Gl 73 gailly A3 Jlia paiall 138 ddlia) T eld Cangy Glld g ¢ lalal)
ea) Ao wilall Jame o) ) Al ol cliag iy ¢ sl (V) &8 23 saill Ayl 3 4l
ey g paall Gla¥) ige aa Aysinas Ak ABDay Jag 33080 e Hhlaay J sl
Saa) ehpal 4l V) L ead) QY1 b5 ae dguSe Ay g 5 Jll Gl i
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Al die JSS 23 il 4y gine pde ity =SS 23 gaill 4y gine LY — Husman Test
Gy el 58 e Gy ) el 138 Al o e L sl G S 85
CGbaal) 23 sailly 4 jlae M) (Y) 23 saill

Lo JLod) Chagy @by (itV) plaliey (alaiy e ddlia) &3 23 sail 16 8 2(¥) Z3 gail)
55l e Gt Gl z3sall Ly Zisall 13 ) S0l dila) culS 1Y
«(P. value .001 < 0.05) Pla (1o z3saill dygima Ao IV Sy D gaill 4yl
53 e hlia JeaY) Jea) oo il Jame b5 of Al jall ekl s
Hase i yaddl QLY pise ae dyginey )k WDy Lagp JW o) hlae
5 ae (P value .059 < 0.10)  xie 4ysina dne Aay hadi p L) llas
13 4 sima ) —JSS z3saill 3y gine HLEAY — F-teSt lial gl judiy . g peaddl (L]
(V) o zisaill @i Jad (V) a8, zisall Gubd Adaadl i L 52y czdsail

LGl

Lo JLas) Chags @lldy gl jlaliey laty it 48L) o5 =3 saill 138 2(%) 3 gail)
iy ez dsaill Lyl 5l (e sy sl Z3sall ) aaiadl 13a dila) culS 1Y)
i @eldl 85 (P value .0012 < 0.05) Ba (e gisall dysiee o YY)
Jull Gl halaa s sald) jra Hhlaay Jsal) Jea) o ailall Jaes e of 4l )l
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