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Abstract:

This study aimed to analyze the impact of capital adequacy on the
financial stability of Jordanian banks, based on a sample of 12 banks during the
period 2012-2022. Panel data was used and analyzed using a random effects
model. The study concluded that capital adequacy, represented by both the
capital adequacy ratio according to Basel Accords and the equity-to-total-assets
ratio, has a positive and significant impact on the financial stability of Jordanian
banks, as measured using the Z-Score. The results also showed a positive and
significant impact of the control variables on the financial stability of the banks
in the study sample.

Key words : Capital adequacy, Financial stability, Jordanian banks ,Panel data.
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Z SCORE CAR EQTA CR ROA LR
Mean 39.8577 16.4250 13.7947 5.3774 1.1313 76.4741
Median 36.4807 16.2200 13.6794 5.0758 1.1847 75.4036
Maximum 81.3849 23.8500 19.0868 10.3052 2.1202 103.5821
Minimum 19.5138 11.1600 8.3701 1.2243 -0.1620 49.7544
Std. Dev. 13.9409 2.3464 2.6542 1.9400 0.5112 9.8216
Skewness 1.1039 0.3491 -0.0298 0.1516 -0.3105 0.2386
Kurtosis 3.6559 3.3245 1.9087 2.6851 2.2949 3.1739
Jarque-Bera 29.1784 3.2617 6.5687 1.0513 4.8560 1.41927
Probability 0.0000 0.195757 0.0374 0.5911 0.0882 0.4918
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Sum 5261.217 2168.100 1820.912 709.8267 149.3331 10094.59
Sum Sq. Dev. 25460.00 721.2929 922.9187 493.0397 34.2412 12636.91
Observations 132 132 132 132 132 132
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Z_SCO

RE CAR EQTA CR ROA LR VIF
Z_SCORE 1 0.1173 0.4413 0.3140 0.3874 -0.0941 -
CAR 0.1173 1 0.5055  -0.0282 0.2769 0.1113 1412
EQTA 0.4413 0.5055 1 0.3009 0.4286 0.1651  2.004
CR 0.3140 -0.0282 0.3009 1 - -0.0061  1.287
0.135469

ROA 0.3874 0.2769 0.4286  -0.1354 1 -0.1096  1.430
LR -0.0941  0.1113 0.1651  -0.0061 -0.1096 1 1.091
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Dependent Variable : Z_ SCORE

Panel Data

VEoleE Pooled FEM REM

CAR 10.5926 0.2403 0.2373
(0.2512) (0.0270) (0.0286)

1.5367 2.4828 2.4820

EQTA (0.0053) (0,0000) (0.0000)

CR 1.9062 0.2434 0.2459
(0.0017) (0.0166) (0.0154)

ROA 8.5930 2.9787 2.9825
(0.0004) (0.0000) (0.0000)

. 10.1351 0.0376 0.0370
(0.2132) (0.0490) (0.0526)

Conct 18.7527 -5.8987 5.8068
(0.0843) (0.0210) (0.2244)

12,5123 897.8624

242.6817

F (0.0000) (0.0000) ©.5600)

R? 0.3317 0.9920 0.9059
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Obs. 132 132 132
869.209
F—Test (0.0000)
529.374
LM -Test (0.0000)
Hausman- 3.541
Test (0.6170)

Eviews12 zalip Jo alade¥l cfbaldl alae) ¢ @ jsaall
s UadS A bl W) AlCdia Lsd) 15 Galal)

Test Test statistic Probability value

Wooldridge test F(1, 11) =39.4078 (0.0000)
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Random-effects
Dependent Variable : Z SCORE

Variables Coefficient Std. P-Value
Error

c 58068 47700  0.2257

CAR 02373  0.1056 00264

EQTA 24820 %139 (0000

CR 0.2459 0.0878 0.0059

ROA 2.9825 0.3684 0.0000
LR 0.0370 0.0188 0.0522

R-Squared = 0.9059

F-statistic= 242.6817
Prob(F-Statistic)=( 0.0000)
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