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Abstract: The research addressed, through study and analysis, testing the impact of a set of factors
determining financial solvency on profitability in Takaful Al Rajhi Company, and this study aims to
know the nature of this relationship and measure the extent of the impact of the strength of the financial
position on achieving profits and their sustainability in Takaful insurance companies. To achieve the
research objectives, the two researchers followed the analytical approach according to a model adopting
the following financial variables: (liquidity, net cash flow, indebtedness, equity) as independent variables
and the company's profitability as a dependent variable through the analysis of the available financial data
about the company for the period (2015-2020). In light of this study, the two researchers concluded the
existence of a statistically significant relationship between the two indicators of liquidity and net cash
flow and between the profitability indicators. The results also showed the non-existence of a statistically
significant relationship between the two indicators of indebtedness and the equity ratio on one hand and
between the profitability indicators on the other hand.
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TEST Both Time Cross-section
1584.7 0.005248 1453.3
Braeuch-Pagan
0.000* 0.9524* 0.0000*
29.256 0.0436 38.869
Honda
0.0000* 0.5248* 0.0000*
24.326 0.0539 36.548
King-Wu
0.0000* 0.6258* 0.0000*
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TEST Valu Statistic Pro
Chi-sq d.f 3 35.418 0.0000
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Variables Coefficient Std.Error t-Statistic Prob

C -0.048229 0.057068 -0.842589 0.4178

Liquidity X1 0.002344 0.000421 2.125678 0.0254

Net cash flow X2 0.051356 0.035759 2.045318 0.0549

Debt ratio X3 0.125678 0.062457 2.184596 0.1254

Equity ratio X4 0.065789 0.068752 0.894457 0.2986

Effects Specification

Root MSE 0.039866 R-squared 0.410658
Mean dependent var 0.032156 Adjusted R-squared 0.245129
S.D dependentvar 0.045217 S.E. of regression 0.045897
Akaike info criterion -2.985278 Sum squared resid 0.245986
Schwarz criterion -2.586574 Log likelihood 421.8657
Hannan-Quinn criterion -2.875698 F-statistic 2.498247
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Variables Coefficient Std.Error t-Statistic Prob
C -0.125487 0.089654 -1.236546 0.3652
Liquidity X1 0.002015 0.000658 2.023657 0.0098
Net cash flow X2 0.005489 0.038569 0.193658 0.0647
Debt ratio X3 0.065289 0.039856 2.032156 0.0569
Equity ratio X4 0.142654 0.112542 1.236548 0.3265

Effects Specification

Root MSE 0.039856 R-squared 0.356298

Mean dependent var 0.045268 Adjusted R-squared 0.312567
S.D dependent var 0.066539 S.E. of regression 0.052349
Akaike info criterion -3.265896 Sum squared resid 0.298567
Schwarz criterion -3.586556 Log likelihood 306.5689
Hannan-Quinn criterion -2.876698 F-statistic 12.32654
Durbin Watson 1.326989 Prob(F-statistic) 0.000000
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Variables Coefficient Std.Error t-Statistic Prob
C -0.036254 0.023652 -0.702652 0.3265
Liquidity X1 0.001548 0.000326 1.986524 0.0312
Net cash flow X2 0.042568 0.023651 2.236524 0.0452
Debt ratio X3 0.103625 0.056985 1.568742 23100.
Equity ratio X4 0.056985 0.045218 0.726598 0.3021

Effects Specification

Root MSE 0.032654 R-squared 0.466548

Mean dependent var 0.029548 Adjusted R-squared 0.215249
S.D dependent var 0.041526 S.E. of regression 0.056982
Akaike info criterion -2.789561 Sum squared resid 0.198654
Schwarz criterion -1.986574 Log likelihood 391.5698
Hannan-Quinn criterion -2.075698 F-statistic 1.498259
Durbin Watson 1.065324 Prob(F-statistic) 0.000000
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