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Impact of capital structure on the financial return of Jordanian commercial
banks listed on the Amman Stock Exchange analytical study for the
period'2015-2019"

Abstract

This study aimed to determine the impact of the capital structure on the financial
performance of 13 Jordanian commercial banks listed on the Amman Stock Exchange for
2015-2019. This study used the Panel Data analysis of the E-views program. The results of
the study demonstrated that there was a significant inverse relationship between the return on
assets (ROA) and the capital structure represented by the ratio of total debt to total assets
(LTA) (P-value < 0.05), and the ratio of total equity to total deposits (ETD) (P-value < 0.05),
and a positive relationship with the ratio of total equity to total assets (ETA) (P-value < 0.05).
Moreover, there was a significant inverse relationship between the return on equity (ROE)
and the capital structure represented by the ratio of total debt to total assets (LTA) and the
ratio of total equity to total assets ETA, and the ratio of total equity to total deposits ETD (P-
value < 0.05). In addition, there is a significant positive relationship between return on
earnings per share (EPS) and the capital structure represented by the ratio of total debt to total
assets LTA (P-value <0.05), and a significant inverse relationship between with the capital
structure money expressed in the ratio of total equity to total deposits ETD (P-value < 0.05).
No significant effect between the structure of the capital represented in the ratio of total equity
to total assets (ETA) was observed (P-value >0.05). The study recommends that the Jordanian
commercial banks increase their capital to find harmony and balance between cash flow and
profitability. Moreover, they must expand their different forms of banking services and
investment diversity. The study also recommends the necessity for Jordanian commercial
banks’ administrations to follow all the means to enhance their deposits in all their forms.
They are the primary source in financing their activities and conducting more studies using

modern profitability indicators in the future.

Keywords of the study: capital structure, financial performance, commercial banks, LTA,

ETD, ETA.
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TLTA TETA ETD ROA ROE EPS
Mean 0.865620 0.129242 0.195212 0.010805 0.082780 0.208462
Median 0.864600 0.129500 0.192400 0.010700 0.089000 0.150000
Maximum 0.925000 0.181900 0.269900 0.018200 0.133800 0.680000
Minimum 0.817100 0.075000 0.092700 0.000500 0.004000 0.020000
Std. Dev. 0.026268 0.025747 0.044516 0.004433 0.028000 0.153534
Skewness 0.082130 0.004665 -0.307999 -0.280532 -0.745461 1.495772
Kurtosis 2.133225 2.161767 2.220976 2.326757 3.330185 4.993561
Jarque-Bera 2.107844 1.903206 2.671318 2.080133 6.315490 35.00146
Probability 0.348568 0.386122 0.262985 0.353431 0.042522 0.000000
Sum 56.26530 8.400700 12.68880 0.702300 5.380700 13.55000
Sum Sq. Dev. 0.044161 0.042426 0.126825 0.001258 0.050175 1.508646
Observations 65 65 65 65 65 65
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TLTA TETA ETD ROA ROE EPS

TLTA 1 -0.9492841 | —0.8954815 -0.596921 -0.182583 -0.3126044
TETA -0.949284 1 0.919602 0.605499 0.148581 0.358240
IETD -0.895481 0.919602 1 0.524304 0.111155 0.289074
|ROA -0.596921 0.605499 0.5243048 1 0.867666 0.197375
|ROE -0.182583 0.148581 0.111155 0.86766 1 0.073976
|EPS -0.312604 0.358240 0.289074 0.197375 0.073976 1
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|Dependent Variable: ROA

|Method: Panel Least Squares

[pate: 06/13/21 Time: 10:23

Sample: 2015 2019

|Periods included: 5

Cross—sections included: 13

Total panel (balanced) observations: 65
Variable Coefficient Std. Error t-Statistic Prob.

Cc 0.044088 0.054481 0.809248 0.4215

TETA 0.098146 0.063562 1.544113 12700.

TLTA -0.047452 0.054987 -0.862965 39100.

ETD -0.025065 0.025969 -0.965171 33800.
R-squared 0.381036 Mean dependent var 0.010805
Adjusted R-squared 0.350595 S.D. dependent var 0.004433
S.E. of regression 0.003572 Akaike info criterion -8.371637
Sum squared resid 0.000778 Schwarz criterion -8.237828
Log likelihood 276.0782 Hannan-Quinn criter. -8.318841
F-statistic 12.51725 Durbin—-Watson stat 1.343641

Prob(F-statistic) 0.000002

Alasy) alinll Gkl jaaal)

e ETD, LTA, ETA i (il (3) ) Jsaadls dacasally saesal) Jadll JlasiV) zises il s

 Jall ) ROA

ROA= ( 0.044088 + (0.098146 * ETA) — (0.047452 * LTA) — (0.025065 * ETD) )
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ROE= ( 0.650460 + (-0.093045 * ETA) — (0.504725 * LTA) — (0.147301 * ETD) )
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|Dependent Variable: ROE

|Method: Panel Least Squares
[Date: 06/13/21 Time: 10:24

Sample: 2015 2019
|Periods included: 5
Cross-sections included: 13
Total panel (balanced) observations: 65
Variable Coefficient Std. Error t-Statistic Prob.
Cc 0.560460 0.426828 1.313084 0.1941
TETA -0.093045 0.497973 -0.186847 52040.
TLTA -0.504725 0.430795 -1.171613 24500.
ETD -0.147301 0.203456 -0.723992 47800.
R-squared 0.047712 Mean dependent var 0.082780
Adjusted R-squared 0.000879 S.D. dependent var 0.028000
S.E. of regression 0.027987 Akaike info criterion -4.254566
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Sum squared resid 0.047781 Schwarz criterion -4.120758

Log likelihood 142.2734 Hannan-Quinn criter. -4.201770

F-statistic 1.018759 Durbin—-Watson stat 1.261903
Prob(F-statistic) 0.390646 Ahasy) malial) (ki juadl)
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|Dependent Variable: EPS
|Method: Panel Least Squares
[Date: 06/13/21 Time: 10:25
Sample: 2015 2019
|Periods included: 5
Cross—sections included: 13
Total panel (balanced) observations: 65
Variable Coefficient Std. Error t-Statistic Prob.
Cc -1.383200 2.219302 -0.623259 0.5354
TETA 4.667908 2.589224 1.802821 0.0764
TLTA 1.319617 2.239932 0.589132 59040.
ETD -0.788437 1.057876 -0.745302 45000.
R-squared 0.143765 Mean dependent var 0.208462
Adjusted R-squared 0.101655 S.D. dependent var 0.153534
S.E. of regression 0.145521 Akaike info criterion -0.957431
Sum squared resid 1.291756 Schwarz criterion -0.823622
Log likelihood 35.11650 Hannan—Quinn criter. -0.904635
F-statistic 3.414038 Durbin-Watson stat 0.519942
Prob(F-statistic) 0.022869 Ahasy) malial) ki juadl)

EPS _le ETD, LTA, ETA i (il saeiall Jlaall Jlaai¥) zipes il ) juds (5) ) Jsaadls
ol z3sadl e ol

EPS = ( -1.383200 + (4.667908 * ETA) + (1.319617 * LTA) — (0.788437 * ETD) )
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