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Abstract

The aim of this research is to study the joint effects of competition and risk—-taking
behaviour on the profitability in the banking sector. For this purpose, We devote the
first half of the study to the Literature review of Banking profitability, risk and
competition. And with More empirical literature with Several studies. The current
study contributes to the empirical literature by testing the impacts of risk and
competition on profitability in the Algerian banking industry over the period 2011-
2017 under arandom effect model of static panel . The results of the study showed
that the low risk level which is measured by Z-Score index tend to have higher
profitability which is measured by ROA. The results of the study also revealed that
low competition level which is measured by Big 3 banks index tend to have higher

profitability.
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2.2 Situation détaillée des Banques de dépots

liards de dinars-fin de période

TOTAL ACTIF Avoirs Extériowrs Créances s | Tt Creames s Heomame
Riserven] Moot | manques Twes| cromnomrn | Otpes s Tt | oo aucer| Tsscarim] A | [Cl) . m':'s: e
pord Ternge = Crtmnce] pubkams e | seteus vk ST | g
lrarcires)
2004 38900 2806 49 155 a3 148 42 152 1086 6686 1000 77 47 03 " 11880
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2006 52289 e 59 133 a°4 59 164 830 ns "nre 1015 8470 10687 14 00 10827
2007 65108 446 64 172 54 72 15 61 70 3.4 848 9880 12130 04 15 2134
2008 7272 aros 61 LX) na 87 aTa 522 a8 4911 1302 12019 uno 03 os Jaa2s
2009 73273 3402 74 1.3 0,0 9.6 208 83,0 145 5413 202.3 1485 2 1508.0 08 12 30028
2010 oa. 79051 7509 70 138 00 926 80 686 13.0 6820 2008 15726 17676 os os 28005
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déc 4647 7.0 11.3 0,0 9.8 0.7 80.8 20,9 8125 2269 1 460.6 18047 08 06 3 078.9
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4807
mars. 82077 4 87 00 04 08 RREA 107 70 1066 14200 192186 o8 os 33504
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oa 87672 4688 91 "s 00 99 09 96.0 124 8321 3330 17005 19111 os 12 337986
nov. 9356 ama 107 21 00 96 45 1050 130 8469 373 17298 19432 o7 12 28715
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o e s el
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2010 ot 79051 16620 8227 1837 546,7 18935 10 443 00 00 73 4003 us 382 2199 16309
nov. 79131 16481 900,7 2120 5433 19035 87 442 00 00 72 @81 46 3182 7 16729
déc. 79891 16807 910,7 1723 5795 19355 9.2 374 0.0 0.0 6.6 410.0 145 3182 2208 16837
2011 janv. 81009 17043 9776 1871 5642 19454 87 420 0.0 00 64 4469 us 3182 2208 16647
Tévr, 82421 17384 9806 1904 566,9 19457 88 425 0.0 00 63 4439 143 3182 22086 17655
mars. 82977 17915 9335 19298 57119 19613 83 456 00 00 61 arT 143 3182 2198 16968
avril 85311 18428 10237 1886 6459 19830 78 526 00 00 62 421 142 3182 2 17549
mai. 85198 18829 10333 186.6 6428 20214 79 453 0.0 00 61 4633 45 3182 2234 16744
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command corrlate is unrecognized
r{l99) ;

6 . correlate LLPTL LASSETS LIQUIDITY ZSCORES CRPIB INFLATION CONCENTRATIONB3
(obs=70)

LLPTL LASSETS LIQUID~Y ZSCORES CRPIB INFLAT~N CONCEN~3
LLPTL 1.0000
LASSETS 0.0298 1.0000
LIQUIDITY 0.1004 -0.0845 1.0000
ZSCORES 0.1299 -0.7804 0.1407 1.0000
CRPIB 0.0137 -0.0569 -0.1585 0.0554 1.0000
INFLATION 0.1376 =-0.0088 -0.0370 -0.0236 -0.0591 1.0000
CONCENTRAT~3 -0.0024 -0.1018 -0.3794 0.0636 0.0928 0.2346 1.0000

7 . xtset bank t
panel variable: bank (strongly balanced)
time variable: t, 2011 to 2017
delta: 1 unit
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xtsum
Variable Mean Std. Dev. Min Max Observations
i overall N 0
between n = 0
within T
e overall 2014 2.014441 2011 2017 N 70
between 0 2014 2014 n = 10
within 2.014441 2011 2017 B 7
LLPTL overall .0122358 .0089968 .0000932 .0425676 N 70
between .0054325 .0028508 .022154 n = 10
within .0073483 -.0033594 .033468 T 7
ROA overall .0171633 -0090937 .0025193 .0380983 N 70
between -0071583 .0061122 .0259997 n = 10
within -0059926 -.0014093 .0294655 B 7
LASSETS overall 8.599217 .633623 7.394827 9.494458 N 70
between .6536331 7.619198 9.405878 n = 10
within .1067378 8.300526 8.913381 T 7
LIQUID~Y overall .5375023 .1084814 .2141562 .7791326 N 70
between .0702063 -4054056 .6456321 n = 10
within . 085252 -3462529 .7494813 B 7
ZSCORES overall 17.68725 10.38568 6.140616 49.303 N 70
between 10.1648 8.155081 37.9951 n = 10
within 3.677471 2.44027 28.99515 T 7
CRPIB overall 3.014286 .7865326 1.3 S8 N 70
between 0 3.014286 3.014286 n = 10
within -7865326 13 3.8 B 7
INFLAT~N overall 5.194143 1.89738 24917 8.891 N 70
between 0 5.194143 5.194143 n = 10
within 1.89738 2.917 8.891 T 7
CONCEN~3 overall 56.24571 1.158345 54.84 58.56 N 70
between 0 56.24571 56.24571 n = 10
within 1.158345 54.84 58.56 B 7
bank overall 5.5 2.89302 i 10 N 70
between 3.02765 L 10 n = 10
within 0 &.5 5.5 T 7
xtline ROA LLPTL LASSETS LIQUIDITY ZSCORES CONCENTRATIONB3 CRPIB INFLATION
xtline ROA, overlay

reg ROA LLPTL ZSCORES CONCENTRATIONB3 LASSETS LIQUIDITY CRPIB INFLATION

Source SS df MS

Model .002959895 7 .000422842
Residual .002746113 62 .000044292

Total .005706008 69 .000082696
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Number of obs
F(7, 62)

Prob > F
R-squared

Adj R-squared
Root MSE

70
9..55
0.0000
0.5187
0.4644
.00666
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ROA Coef. std. Err. 5 B>t [95% Conf. Interval]

LLPTL -.0023764 .0933941 -0.03 0.980 -.1890685 .1843158

ZSCORES .0003613 .0001284 2..81 0.007 .0001046 .0006179
CONCENTRATIONB3 .0010824 .0007794 1.::3'9. 0.170 -.0004755 .0026403
LASSETS -.0045772 .0020801 -2.20 0.032 -.0087353 -.0004191
LIQUIDITY .0011633 .008239%4 0.14 0.888 -.0153072 .0176337

CRPIB .0003967 .0010389 0.38 0.704 -.00168 .0024733

INFLATION .0000531 .0004423 0.12 0.905 -.0008311 .0009374

_cons -.0128119 .0502823 -0.25 0.800 -.1133247 .0877009

. estimates sto

re olspoold

. xtreg ROA LLPTL ZSCORES CONCENTRATIONB3 LASSETS LIQUIDITY CRPIB

INFLATION, fe

Fixed-effects (within) regression Number of obs = 70
Group variable: bank Number of groups 10
R-sq: Obs per group:
within = 0.4579 min = 7
between = 0.6577 avg = 7.0
overall = 0.5021 max = 7
BT 53) 6.40
corr(uii, Xb) = -0.8746 Prob > F = 0.0000
ROA Coef. std. Err: £ P>t [95% Conf. Interval]
LLPTL -.0621097 .0870748 -0.71 0.479 -.2367596 .1125402
ZSCORES .0007771 .0002279 3.41 0.001 .00032 .0012341
CONCENTRATIONB3 .0007883 .0007453 1.06 0.295 -.0007065 .0022832
LASSETS -.0116658 .0094875 =123 0.224 -.0306953 .0073636
LIQUIDITY .0114899 .0090857 1.26 0.212 -.0067338 .0297136
CRPIB .0000614 .0008389 0.07 0.942 -.0016212 .001744
INFLATION .0001808 .000341 0.53 0.598 -.0005031 .0008647
_cons .0528549 .1102476 0.48 0.634 -.1682738 .2739835
sigma_u .0100584
sigma_e .00503429
rho .79967632 (fraction of variance due to u i)
F test that all u i=0: F(9, 53) = 6.15 Prob > F = 0.0000

. estimates sto
- invalid name
(1)

. estimates sto

re model-fe

re modelfe

. xtreg ROA LLPTL ZSCORES CONCENTRATIONB3 LASSETS LIQUIDITY CRPIB

Random-effects GLS regression

Group variable:
R-sq:
within =
between =
overall =

corr (u_i, X)

bank

0.4393
0.5863
0.4942

= 0 (assumed)
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Number of obs
Number of groups

Obs per group:

INFLATION, re

min =

avyg

max =

Wald chi2 (7)
Prob > chi2
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ROA Coef. std. Err. Z B>z | [95% Conf. Interval]
LLPTL -.0333144 .0857518 =039 0.698 -.2013848 .134756
ZSCORES .0006538 .0001775 3.68 0.000 .000306 .0010016
CONCENTRATIONB3 .001343 .0006476 207 0.038 .0000736 .0026123
LASSETS -.0018218 .0034744 -0.52 0.600 -.0086315 .0049878
LIQUIDITY .0095441 .0084222 113 0.257 -.0069631 .0260512
CRPIB .0004684 .000818 0.57 0.567 -.0011349 .0020716
INFLATION .0001014 .0003475 0.29 0.771 -.0005798 .0007825
_cons -.060931 .051651 =1.18 0.238 -.1621651 .040303
sigma u .00469396
sigma_e .00503429
rho .46505973 (fraction of variance due to u_i)

17 . xttestoO
Breusch and Pagan Lagrangian multiplier test for random effects
ROA[bank,t] = Xb + u[bank] + e[bank,t]

Estimated results:

var sd = sqrt (Var)
ROA .0000827 .0090937
e .0000253 .0050343
u .000022 .004694
Test: Var(u) = 0
chibar2 (01) = 18.87
Prob > chibar2 = 0.0000
18 . estimates store modelre
19 . hausman modelfe modelre
—— Coefficients
(b) (B) (b-B) sqrt(diag(V_b-V_B))
modelfe modelre Difference S.E.
LLPTL -.0621097 -.0333144 -.0287953 .0151211
ZSCORES .0007771 .0006538 .0001233 .0001429
CONCENTRAT~3 .0007883 .001343 -.0005546 .0003688
LASSETS -.0116658 -.0018218 -.009844 .0088284
LIQUIDITY .0114899 .0095441 .0019458 .0034085
CRPIB .0000614 .0004684 -.000407 .0001861
INF LATION .0001808 .0001014 .0000794

b = consistent under Ho and Ha; obtained from xtreg
B = inconsistent under Ha, efficient under Ho; obtained from xtreg

Test: Ho: difference in coefficients not systematic

chi2(7) = (b-B) '[(V_b-V_B)"(-1)] (b-B)
12.50

Prob>chi2 = 0.0854

(V_b-V_B is not positive definite)

20 . save "C:\Users\adda zouaoui\Desktop\DATA RESULTATS.dta"
file C:\Users\adda zouaoui\Desktop\DATA RESULTATS.dta saved

2 .
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