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The effects of bank competitions on liquidity risks and profit sustainability

An applied study on Saudi banks for the period (2013-2020)
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Abstract: The study aimed to identify the effect of banks’ competition on Liquidity risks and profit sustainability. The study
used competition as an independent variable, while the two dependent variables are liquidity risks and profit sustainability.
The sample of the study consisted of eight commercial banks, and the period of the study was between (2013-2020). The
study applied descriptive statistics, the Hausman test, and multiple linear regression to test the hypotheses. To measure the
independent variable (competition) used Lerner index, as an indicator of market power. The study’s dependent variable of
liquidity risks was measured by the liquidity risks of the bank’s traditional activities and modern activities. Profit
sustainability as the dependent variable was measured by income diversification, return on assets, and return on equity, in
order to achieve the main goal of knowing the effect of bank competition on liquidity risks and profit sustainability, through
six subs-hypotheses. The study indicates that there is a significant positive impact of the Lerner index has been found at a
low level on liquidity risks (liquidity assets ratio). Moreover, a negative significant impact of the Lerner index on income
diversification indicator, and a positive significant impact of it on income type (Interest income, non-interest income) was
founded. Thus, the bank’s low competition level increases the bank’s profitability. The study indicates that there is a
significant negative impact of liquidity risks (employment ratio of traditional activities) on income diversification, return on
assets, and return on equity. In addition, a positive significant impact of liquidity risks (liquidity assets ratio) on return on
assets, while a negative significant impact on return on equity. Furthermore, the study shows that commercial banks exceed
the minimum standard of Basel Il liquidity ratios requirements of the liquidity coverage ratio (LCR), and net stable funding
ratio (NSFR). The study recommends enhancing banks’ profit and minimizing liquidity surplus to achieve a high return on
assets, and return on equity by the expansion of banks’ activities. Commercial banks need to increase profitability to support

their sustainability to enhance and maintain banks' financial position.
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(%1.34) Zly (2017) ales (%1.01) Zewds (2016)

Ludy (2015) ale @logzsll (e wile Jane Hwd el i€y (%1.50) lowsio lu cly 3i> -
ple oo wladl e 8ISy Aopall wl ol (%151 ) duwdy (2020) ple dud oly «(%2.31)
(%2.82) L (2018) alat 3501y cilyall b cilagzsll e wslall Juas sdag (2020 112018)
Ll J,\MM (2019) alady (%-1.28) &y (olazsl i (%1.54) Lds Juall pibs bl punll aayg
@l (%1.06) Zewdy Juall by slpall aag (%1.23) dewdy 3830y Cblpall LB clasasll e
L) 383 0ly cilyunll Jid cilagasll e wlall Jume pda (2020) alaly (%-0.17) Lwdy (olasl
(%-0.05) &y (olazesl &l (%-1.51) dady Jaall obs sl punll dasg «(%-1.56)
Ludy (2014) ale Slogzsll e wile Jume &d el <oy (%1.92) Lawgio Lol cly 3i> -
(%1.33) Awdy (2018) ple duud sty (%2.30)
Jid Slogasll (e wsladl Jume sdag (2020 J12018) sle o wilall (e 883019 A puall 13l cnudig
Ly olazel 61 (%1.33) dds Jaall pbs iluall dang (%2.41) 4w (2018) alad 363015 sl il
lyall dasg (%1.81) Lwdy 36301y Cbluall Jib Slagasll e aslall Jm,w (2019) plats .(%-1.08)
Jid Slagzsll e wlall Juae sy (2020) alaly (%-0.25) dewdy olasil &l (%71.56) Lwds Juall b
(%-0.24) By (olazil 61 (%71.42) Ly Jaall b ,,Ajl dasg (%1.66) duwdd 383019 il il
Ludy (2019) sle clogzsll e wile Jume &d el coly (%2.11) Lawgio Ja¥l cly gi> -
(%71.93) dudy (2020) ple dud Lislg (%2.26)
Slagzsll e wilall Juae pils Eu> (2020 J12018) sle o wslall e 365019 A yiall 50l cudig
Ly gl (%2.15) dwdy Jaall pils 35019 (slyall darg (%2.40) Zewds (2018) alad 385015 cslyall S
dsg (%2.55) dwdy 383019 ilpall Ui lagzsll (e wilall J.,\MM (2019) plaly (%-0.25) (olaz!
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e Wbl Jurs ady (2020) alady (%-0.28) dewds olazsl gl (%2.26) dewdy Jaall b cuslyall
Ly olazsl 6f (%1.93) Ly Jaall ybs cilall dasg (%2.16) ) 383019 blpuall L &logasll
(%-0.23)
JWIE dadazl o) 48U Gsa> e wlall Juae Juls >

ASU Ggd> e wiladl Juns (6) Jou

LS Ggd e wiladl Juae

& : b oy dn A ey il il

S e ¥l Lele Gle J Ll el eyl il ol | Slyied
1036 1878 1878 1291 1653 1597 1255 1316  10.36 11.65 2013
1212 1863 1863 1288 1636 1695 1212 1394  13.28 12.25 2014
1104 1682 1647 1292 1537 1682 1104 1306  14.69 11.08 2015
777 1571 1571 1177 1245 841 777 1196 1182 8.85 2016
982 1550 1550 1124 1182 982 988 1210 1116 1022 2017
430 1495 1480 723 828 816 430 1495 455 8.41 2018
171 1646 1646 878 = 501 171 1066 = 945 13.81 2019
-821 1441 1441 875 -821 6.39 6.95 4.00 10.63 2020
822 1635 1635 1081 970 1269 822 1210  9.91 1086  Jawgie
1255 1878 1878 1292 1653 1695 1255 1495 = 14.69 13.81 ey
-821 1441 1441 723 -821 816 171 6.95 4.00 8.41 SY

JuSY molip plaseiwly ol el
ik LS Bpudanll o dd 48U Bgis e wlall Juas (6) Joamll (e cruig
Lwdy (2019) ale S Boi> e wile Jane dewd el oy (%10.86) lawesios (oLl ey 3a> -
(%8.41) Ay (2018) ale duwd aly (%713.81)
G e wlall Jurs b o> (2020 J12018) ale o wilall (e 383019 &yl Al cnlig
Ly (61 (%8.41) Hudy Juall yils slpall dang (%12.82) Liwdy (2018) alad 33015 cslyunll b 2SI
(%15.36) Al 3315 cilpuall L LS Boam> e wiladl Jans ady (2019) alady (%-4.42) (olazl
e wilall Juse iy (2020) alady (%-1.55) Gy (olasl 6f (%13.81) Gy Juall wbs cblpall amg
oolazil 61 (%10.63) Ly Jaall ybs Csliall dasg (%12.36) dwdd 383019 sl Jb 2, SIL 3oas
(%-1.73) Leudsy
Leudy (2015) ple LS Goam e wile Jure ud el i€y (%9.91) Lawsiay oudyall cly 3a> -
(%4.00) Ly (2020) ple duud iolg (%14.69)
Gsam> e Wbl Juas ybs Eo> (2020 J12018) ale o wiladl e 3319 dupall w3l caulig
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e Wbl Juse ady (2020) plady (%-1.53) Ly (olazsl (ol (%9.45) Ly Juall s cuslyall uag
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oolazil &l (%4.00) Ly Juall ybo csliall dasg ((%5.20) dwdd 3319 cilpall b S Boiax

(%-1.20) dwds
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(%6.95) dudy (2020) ale dewi sly (%14.95)
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Ly (51 (%14.95) Ly Juall yils il yundl g (%12.47) By (2018) alad 383019 (bl all s 28U
amg (%12.53) Al 3Ky (sliunll Jud LS Baa> e wilall Juae ada (2019) alaly <(%2.48) ¢ las,)|
Goi e wilall Jans pda (2020) alady (%-1.87) Ay (olassl T (%710.66) duwdy Jaall bs sl il
Ly olazsl gl (%6.95) Ay Juall ybo cslall dayg (%8.64) duwdd 583019 cslpuall Jid aSUl

.(%-1.69)
Leady (2013) ole 2SI Goi> e wile Joae Bewd el oy (%8.22) owgion sletiadl el 3a> -
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e wilall Jaae ada (2020) alaly (%-0.64) dwdy olass! ol (%1.71) Zads Juall yils cilyall dag

oolasil &l (%6.39) Ay Juall ybs csliall wayg (%8.01) dwdd 3315 cilpall Jud S Gy
(%-1.62) Lewds
Ly (2014) ple S Goam e wile Jume Bwd ely (91269) bowsiey ¥ by 3a> -
(%8.16) &y (2018) ale duwid isly (%716.95)
d12013) sAal dulyudl 548 M dall Soi o oo 2SU Godi> e wiladl Jual 2 el sdog
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(%-0.26) Ay olass! 61 (%-8.21) Luuady Juall s il il wasg «(%-8.47) dwdd 3315

Leudy (2015) ple ASU Goam e wile Jame 2uud el i€y (%10.81) lawwgios Lsbew cliy 3a> -
ple oo wiladl e 3830y dupall U ol ((%7.23) Ay (2018) ale dwd Gisly (%12.92)
Ludy (2018) alad 3630y blpall Jb LS Bsa> e wlall Juae yobs Eu> (2020 J)2018)
iy (2019) alaly (%-5.89) (oslassl Lwds gf (%7.23) Ly Juall b ilpall way (%13.12)
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cilpall b ASU Geam e wilall Jame pdy (2020) platy.(%-1.38) dedy (olazil sl (%8.78)
(%-1.48) Ly (slazsl 61 (%8,75) duady Juadl yibs sl dasg ((%10.23) ddd 583019

Luds (2013) ple ASU Goam> e wile Jame duwid el iy (%16.35) lawsiay Jadl cliy 3a>
(%14.41) Zudy (2020) ple dwd isly (% 18.78)

Gsix e wiladl Jurs ybs Zo> (2020 J12018) ale o wiladl e 33019 dupiadl w3l cnulig

L (51 (%714.80) Liaady Jotall yils sl yundl g (%16,49) By (2018) alad 518309 (bl all s 2SI
(%18.51) dud! 5835 il puall Jud LKW Boam e wlall Juae sda (2019) alaly (%-1.69) (olaz!
e wladl Juxe ady (2020) alalg.(%-2.06) duds (olazes! g1 (%16.46) dds Juall b lall amg
oolasil g1 (%14.41) Loy Juall b cslpall dang (%16.12) ] 38309 il uall Jud S Ggax

(%-1.71) 2

b)) sl

dl £2013) dlyudl 88 Db Wuall ot o ssall aslsll I @81 (Sl i) yase @ls add
el el e Ladl gy )08 (uSad (Sl yind 1asl Adleall ks of 2Ll 5 140 (22020
(Sl g sl § 48 Lgad ) Iades Goaxdl 4Kl (e

(et A s cadogrll el ) Wgead) Jblre lawgto eud S oo Y1 (ol iy aay
L § 3oLy el dalss o oSl oo 1A (%14.5) By Ja¥1 clidl oY) dayg (%39.8) Ay
Szl (a8 aldl 40 Sugas Luas jabal clidl Ao l> Laly adas jdan Gl (29,41
(Aslll s dass¥l @ cagogall coud) Uspadl Jboline ot 2w Cu> oo (¥l ol iy uay
Cadser 3 Adle cwdll o gl Ll (65 140 (%18.5) Ay Hladleal cliy oY1 darg (%54.0) daady
lll 38 LT 3z a3 @lg Aslnll s alass¥l § el 2JU alas

ol ey Ga¥1 dang (%25.7) duwdy ablad) Ugadl biwgio dd o o Ae¥) Lolae cliy amy
Ugradl Jblee olasil e Joy Aladl Uspad! dwd plas)) of pliisldl g5 140 (%10.7) dwds
a3 (Al Aalizl) GlelAl Aalsl Zpuail) Buge M 5ol (uSay s Lagn LwSe a8Me (ol Absluddl
S5 Les Bunasein 4l Ablad) Wgpd! Zwd ol o> Jo¥l clid) lae Lo il § cneasll 453 (e
ALl Wyl lolies alse (e 4508 3

s clls o AU 3 ol pyal Tady Blsuadd ¥l amdl & glaes Bpalaal) Al oy oF el
Jsloey %10080L1g oY1 azdl (e el (NSFR) janadl Jiseill $lo duuds (LCR) Wgeead) dylass
Jiasg pdipe Jloselys aiaty @ all plladdl oy gl ddasd &l Lalall Bl iy Lo 2019 ale
2l Jagetl] Tyatue Tyoums

-3

sl g9 Aagdal Apom Il Aaliiaed Jyloms >

S A9 ((%73.86) dwdy wlibeall oly) Jlea¥ su5lay S5l Juae Cu (0 Y Lﬁ,\n‘ﬁl cldl oy @

Bslay Ul e Losbas clild clilaadl s Jass of J) sy gy «(%67.34) Ly Lolaw iy
ol ol @5 140 suslay Jsal) dade wd el 4558 Ja¥l clidl 25)lae (%-6.52) duwid B)lay
adei § udadll 4SS Lasllsy oo suslay Jsudl Jamdl § il 85508 de Juy Audd) ¢ Las))
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el Go¥l amg (%32.66) duwidy Build gy Jsadl Jase bawgio dus e Aol Lol cliy aay

Ot Lwddl Coylas dwlydl B8 I 5l pay Jsudl Jaae bawste pdag (%26.19) Lwdy Hlediwd]

Bsld yiy Jsall dwddl 8oLy of plut>Ldl 65 143 (%-6.47 .%-0.58) cns Lo 7ol B)lay dpall oy

Azl pads Lee Aaltie daddl (e Jbalall aies I 3%

el el ¥ dasg (U, 13598182.25) dagdy suslay Ul Slo s oo AT ¥l clidl uay @
Ao apual glhall 3 ¥l cldl 598 WSy el of gli>ldl @5 14 (JL,1904638.50) Aesd
Lo dil (o Jisazedll (e gl 8yual delasy) azpg Suilay J5ull o cldeall slyl iz Juazs
Al

cly Ga¥1 amg ((JLy4792979.63) Aegdy Busld piy Jsudl Blo Com e ¥l ¥l clidl @
ayua] plaall 3 Ja¥l clidl 598 (uSay I3 of glusLdl 6,5 143 (UL 658078.75) desdy Hleiiudl
J2l (e Bl iy Jsull Clordl dass azpsg Builay ady J3adl (e cldeall olnl ] Ja=i e
Aaa=dl  blell jasks

clid Ga¥ly ((%2.31) Ay (2015) ale 3 wlagasll e wiladl Juls Com (o ¥l Glao cliy uay @
Ja Slaszsll e wladl Jaal & el of gliasldl g5 14 (%1.51-) &ewdy (2020) sle § o
oiy oy . (Sadl Gledl ol Slagasll e sladl dud ol Ll cdiloga gl clidl jladiulg 8yls) 8elaS e
ale 1904868 23l @,3lg (2018) ple 3 dwpally =yl (2020-2013) ale awlyudl 548 M5 Agall
I ugdaddl Sedd Slagasll e wiladl Jual dud Gof dld=dl mladl ap bl e (2020)
wladl Jase 3 o 143 .(2020) ale M Slasasll oLl ca 23 azpg <(202092018) cpalall
a3 &y 19-04858 Aajly A yually Ayl B8 D Ayl laadddly dadl Slony (§ Slagsll e
dishall gl e Slalyd) 3udz=s (§ 50

a2 (%18.78) dwds (2013) ale § ASWI Boa> e wilall il Co> (o ¥l Ja¥l Ll usy @
Ayl 38 s Aeadl oty Julxs 5 (0 azmig (%-8.21) dudy (2020) ple § olos cliy oY
ol Eu (2020) ale 19 wudsS Al )3l (2018) ale § dupally o3l Ll (2020-2013) ale
Owlall P adall Jedd S Geas> e wiladl Jual dd Gl add=dl sl
clid) .S oo ASI Ggasdl e wilall Juae e dda=e Lwd el o oli>Wl 6,5.(202042018)
Sl LelS 48U Bgi> e ilall Bud coaasy) LlSE (ASIL Bd> o Sy S oo zL¥) e @
Jlsadl w98y INs e Ly wslgall adss e 4508 cisle Allad dasylay dlleseld clidl alusiul
dsshall gull (e Slal¥l Guazms (3,355 08 Al )l 808 IV ALl ol adally Auadl a3l

Lo pudiy auslas¥l gsliall La5UL §ylas :3-2
M Sl yall e sling (32020 J) 22013) pleeSl diall il alasyl mlidl gas -1

ige) Msradl blie g Aol o Ladbll o Al ¥ oI5 28 amgd 1 Jo¥1 g, sl
(b2l s

ige) Weradl Hllis oy ol oAbl Zlas| &Y &3 A8De gy 2l A il
(Alad! Jguad)
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el (@ seunlly lordl o Audlill (o Aslias| ¥ l3 28N U g 2| ds o)
Dlagagll e wiladly Hoid! oy Auwdldl (o Asbias] AUYs &13 A8Me 45 1 Aml I As ,all
AS Gga> e wiladly Sod! o Awdldl o Aslias| AY¥s @13 AMe w95 Aunls) dus 2l
Azl Aalaz!) e Wgad! [bles o Abas] A¥ @13 A8Me Utz g5 tdwaludl 2,4l
bl z3sed pluiial Ll cwld Cus ewld z3l bue 2elus o Lalyll Cilus,d Lasdy
z3ge Aeabasll Aol Judbudl clil 5Lasy 73l Bue puskiud (Panel Data) dakaall duwsll Judbudl
Olesesa sl by Blaiad) @F Lewlill Azl of z3g0idl Adyaly Algdall of Al ol pilall
AN aluayall e zigedl 1da agdsg
i) z 3501l 9o Aslgdall il 7z 3903 :Ho
sl 7 390l oo ALl Sl 7 39 oHy
«(P-value) dad M5 (0 sl Azl wuzs o2y Olessga HLas el
Aglgdeall Sl i slas ) @iy o(P-value >0.05) S 136 -

Anldl ool e Hlas ) @iy (P —value <0.05) el 13l -

sy aedadl possall slast J 28LaYL Al Gladal Gaamsll sbas¥l clilas! sla] ei LS
Aalsel) dlydl 7 3kt dlanadl ol paslly pldl sl o bla¥l wledle
igbas¥l cinegdll (7) Join
byl &kl msl Saboil il (7) o3y st
bugll  larwsll  ded del A S8 gleall Glp=¥l Jarque-Bera  adlaasl

Yy 0.99 0.99 1.00 0.95 0.01 5142.94 0.00
Sike 31.02 33.11 48.62 10.48 9.16 3.14 0.21
Sone 35.10 32.82 65.11 12.58 14.76 4.71 0.09
M 19.21 17.62 37.51 7.26 8.49 4.71 0.10
P 0.59 0.58 0.73 0.51 0.05 5.08 0.08
Poy 1.66 1.79 2.31 -1.51 0.62 300.58 0.00
P 11.29 11.82 18.78 -8.21 4.50 65.30 0.00
N 70.86 71.14 84.33 60.13 6.28 218 0.34
2N 2919 28.87 39.87 15.67 6.25 2.09 0.35
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Joall §gsull 1Py -
Elsgzgll e wilall Jume : Py -
T
ol g3 Aasdal A3Lall JLasl Glydpe -
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e yi5a) Wgrad! Jhlie mlill saally WSl il ;dge alasial uslll Jaradl aall jlasl -
H(udad) LS daadS Cads gl
5e) Uguad! Jlolies pldl pasll (e a8l yind ;a5 plasral Ludlll Jazull pasll 4G sle) @
(o 4 A s Gads gl ceud
AUl Gpally (ooliall 7z 390l A2ligo @9
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O S
a3l Ball wie i clidd (Sl sage Aslae Jiey) Jaradl sl Jias Y
2l paredd Slalall 2agd Jias By )i saaladl § alaall daid Jies By -
Al & lpasll aed Jias (S19 520, )-
1ol Jlaz] 29,80 Jlez) = ST Buudanll Al i3 Caglsoall A Wguad) Jbolis
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Chi-Sq. Statistic (P-value) adleis¥|

Cross-section random 3.936534 0.6853
SPSS zeliys plageiuly ol Huuall
AP ] Z3s0 men @ (1) Woball s M dumell ol olewsa HLasl Bl ERUA
P-value>0.05 doyd colS Cu> Al gdnll
A gdiatl Sl Ao plasiwly Jgdl g9l Jasdl jlami¥l Jd=s mils -0
s gdeadl ol gL 7393 plusmiwby Jo¥I z3geild Jasedl Hlums¥l Jules milis :(9) Jou>

Variable coefficient t-Statistic
Constant 1.000691 54.99951 0.0000
S1;, 3.12E-05 0.203441 0.8395
R’ 0.188660
F 2.131508
Prob. F 0.064130
D.W 2.299091

SPSS zaliy plaiuly o>l juuall
(9) Joaml @ e 52 LS Jg¥ 7350l juuas ilas ylas
iJU el e (Vi) wSilyind ;a5L 46 dgine pae @
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Constant 1.007957 184.4522 0.0000
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