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Abstract:

Economic indicators have a significant impact on the profitability of commercial
banks. Banks benefit from increased demand for loans and banking services,
which enhances their revenues and profitability. This study aims to test the
relationship between economic indicators represented by geopolitical risk (GPR),
gross domestic product (GDP), and the dollar index (DYX) on the profitability of
commercial banks represented by profitability indicators such as return on assets
(ROA and return on equity (ROE). Financial statements were relied upon to extract
annual data for three selected countries: Saudi Arabia, Oman, and the United Arab
Emirates during the period from 2005 to 2023. Using the Panel ARDL test, the
study concluded the existence of positive relationships between geopolitical risks
(GPR) and return on assets and return on equity, as well as significant positive
coefficients for both the dollar index (DY X) and gross domestic product (GDP)
concerning return on assets and return on equity, indicating their positive long-
term association with financial performance as confirmed by the integration
coefficient.

Keywords:  Economic indicators, commercial banks, Geopolitical Risk, Arab
countries, Panel ARDL.
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( DESCRPTIVE STATISTICS ) o Slilasyi 1(1) Jois!

ROAA ROE GPR DYX GDP
Panel A Oman
Mean 0.256 0.127 96.152 89.234 -0.204
Maximum 12.365 3.020 117.583 104.104 5.350
Minimum -0.013 0.032 77.293 76.137 -7.231
Std. Dev. 2.156 0.230 19.026 8.449 3.285
Panel B Saudi Arabia
Mean 0.315 2.232 94.691 88.845 0.985
Maximum 2.910 22.830 117.583 104.10 8.573
Minimum -1.140 -7.790 77.293 76.137 -5.657
Std. Dev. 0.763 5.520 17.768 8.4728 3.748
Panel C Arab United Emirate
Mean 0.812 2.629 91.607 90.035 -0.549
Maximum 3.810 11.61 151.58 105.10 7.900
Minimum -0.530 -3.110 77.293 76.137 -17.14
Std. Dev. 0.950 5.5622 19.101 8.9613 6.949
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(Stationary) Philips perron alusewt &gl jlas1:(2) Jodd-!

Variables 10

T-STATISTIC P-VALUE
ROAA 122.544 0.0000™"
ROE 128.336 0.0000™
Variable 11
DYX 93.256 0.0003™
GDP 208.256 0.0000™
GPR 126.359 0.0000***

Ayl bl de slasb Adlall slus) e 0 yiall
*, **and*** statistical significance at 1, 5 and 10% respectively

e 3 o) 2l LAl 43 Slandd Lels s 2 philips perron oijles) o gbf
(ROE) aslll Ggi> Lo by (ROAA) JsoV Lugze o Wbl o S gl ((OI) Walgzes
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(ESTIMATION) Panel ARDL ey it : (3) Jaur

ROA ROE

Long term Long term
variable Coefficient S.D P-value Variable Coefficient S.D P-value
GPR 0.015 0.019 0.0461 GPR -0.458 0.159 0.0005
DYX 0.018 0.543 0.0104 DYX 1.034 0.261 0.0001
GDP 0.021 0.003 0.0021 GDP 0.0236 0.0030 0.0000

Short term Short term
COINTEQO1 -0.423 0.077 0.001 | COINTEQO1 -0.125 0.031 0.0001
D(GPR) -0.017 0.021 0.982 D(GPR) 0.092 0.118 0.5878
D(DYX) 0.0143 0.012 0.220 D(DYX) -0.108 0.048 0.0396
D(GDP)  -2.15E-05 0.000 0.798 D(GDP) 0.0004 0.001 0.5414

Ayl Sbly e sleas L ddlall slus) e 1yl

Long run equation
ROAA;; = a;0.015GPR;; + 0.018 + 0.021GDP;; + ¢;;

ROE;, = ay — 0.458 GDP;, + 1.034DYX; , + 0.0236GPR; ; + &;,

Short run equation
AROAA;; = —0.423ACOINT,_, — 0.017AGPR,_, + 0.0143ADYX,_,

— 0.00215GDP,_, + &_4

AROE;, = —0.125ACOINT,_; + 0.0004AGDP,_; — 0.108ADYX,_;
+ 0.092AGPR,_; + £,_4
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Abstract:
Economic indicators have a significant impact on the profitability of commercial
banks. Banks benefit from increased demand for loans and banking services,
which enhances their revenues and profitability. This study aims to test the
relationship between economic indicators represented by geopolitical risk (GPR),
gross domestic product (GDP), and the dollar index (DY X) on the profitability of
commercial banks represented by profitability indicators such as return on assets
(ROA and return on equity (ROE). Financial statements were relied upon to
extract annual data for three selected countries: Saudi Arabia, Oman, and the
United Arab Emirates during the period from 2005 to 2023. Using the Panel
ARDL test, the study concluded the existence of positive relationships between
geopolitical risks (GPR) and return on assets and return on equity, as well as
significant positive coefficients for both the dollar index (DYX) and gross
domestic product (GDP) concerning return on assets and return on equity,
indicating their positive long-term association with financial performance as
confirmed by the integration coefficient.

Keywords:  Economic indicators, commercial banks, Geopolitical Risk, Arab
countries, Panel ARDL.
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