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ABSTRACT

The current study aimed to investigate the impact of geopolitical risks on the
profitability of commercial banks for a sample of 39 commercial banks from the (GCC)
Countries, relying on annual and balanced data (Panel Data) for the extended period of
time (2007-2021), and by applying the corrected standard error estimation (PCSE)
model, the results showed in general that all the explanatory variables used in this study
can be considered reliably influential factors and are important indicators for predicting
the profitability of commercial banks. Specifically, the results indicate that geopolitical
risk (GPR) has a positive impact on the profitability of commercial banks, but this
positive effect is weakened by the presence of economic policy uncertainty (EUP), as
the results also reveal the interaction between geopolitical risks and economic policy
uncertainty (EUP*GPR) has a significant negative impact on the profitability of
The study also came out with a set .commercial banks operating in the GCC countries
of recommendations, the most important of which were: Officials in commercial banks
should highlight increased attention to the issue of their organizational capabilities, and
adherence to international financial reporting standards, such as applying the
international financial instruments standard (IFRS9) and applying Basel 3 standards,
because these standards are of great importance in mitigating financial risks, and efforts
should be made to boost the confidence of foreign investors in it.

Keywords: Commercial Banks, Geopolitical Risks, Profitability, Panel Data,

Financial Risks.
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Sl pgdl W) ) Ll (g b et OLV) Jly e i Y ol e OF LT 2016
Caglayan & Xu. gpall glladll & jLaa) fload 1) 625 W (Blall & ool flu wlawz,
Al lall a2 ool ST a5l cp ke 30 Al 0SS OF gl a B3 e <Ly (2019)
(ROAA) JsoY Lavvgze o Ll Lgzs jald

il ol Eodadl JoY1 7

o el oz (@l ey (258 we I ALl e Cugradl el i e fasd) LB 201 3
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bl o el sl e gl il lie Y e ey (B ) S Ll
o e o (UL (3 B bl L3 sy pde Oles LUy anbll 48 Gilal ol (outliers)

Allze Sl a2 O Jleet S Wy (Jpee Gllas e

Al ol (Descriptive statistics) iod sla=V) @ (1) 13, Jsadd

Mean min max Std. Dev.  skewness  Kurtosis
ROAA 1.583 -3.169 7.803 1.097 .297 8.277
GPR 4.502 4.348 4.676 101 .289 1.766
CAR 17.736 10.55 32.930 3.257 1.087 5.147
LR 25.569 3.643 81.498 9.519 .648 4.802
NIM 3.135 1.643 6.216 .76 1.105 4.996
OR 37.657 10.597 86.670 10.44 .839 5.21
CR 4.009 1 18.804 3.517 1.84 6.561
PPR 2.203 -8.855 15.050 4,285 721 4.667
EUP 5.011 4.246 5.763 .369 A3 2.863

Ay i) O piad) oy LI Y) Adghene 2.7
Bl 39d ot e aSTH) el A3 Sl Gy LYY Bghan i Slaglan o (2) o3y Jsib
DA IENL Ao 15 065 el LUV olas OF ot il e Sud OF Ko g JSLal) ool
DL Bl slas Y1 osar U)o 8 JSCa) e OB cpendd) Sl SU Ay ke gize S
(Berry & Feldman, ) t-statistc- J i §pao dady Mlaall 5,87 28 ol ] o8 & oDl
Jag Ofy QLAY las i 35 ossy OF (Multicolinearity) sasdl L) blsU S & (1985
sdadd Lot LYY (e Sia OF sy JWLy (ol @ dpal) Sllia) delos o laall 308l (i)
Lee et al., y %80 aadi acdl LV dad wjgld 13] Gy il o (Multicolinearityy

(2013
il Sl on (Correlation matrixy LY ssies : (2) o3 Jadl
ROAA GPR CAR LR NIM OR CR PPR EUP
ROA 1
A
GPR  0.0547 1
CAR 0.239™"  -0.0828" 1
LR -0.112"  0.0132 0.109™ 1
NIM 0.341™  -0.0638 0.203™  -0.0888" 1
OR - 0.00153  -0.0842" 0.0652  0.0875 1
0.425™"
CR - -0.173™  -0.0971° -0.0701 0.148™"  0.251"" 1
0.3707
PPR 0.362°"  -0.0112 -0.0706  0.0572 0.124™  -0.0476 - 1
0.156""
EUP - -0.188™  0.0372 - -0.226™  0.108™  0.0514 - 1
0.430"" 0.187" 0.488""

“p<0.05 " p<0.01, " p<0.001tstatistics in parentheses
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Pesaran CD-test jLal aflax| jamb olol & hly culdll 48 =351 (3 (heteroskedasticity)
&4y ((cross sectional independence) ,olall LUV ciakedll UL Mzl pie dSCin LSy
o Les B P Al OB L) el Wby cilalie b il OF oiis gy Bjdal) 2ol les) o
sl s U Y05 sygiall sy tis pial ez p 23 ¢ S Y05 agiall sy o BT Z50l) L)
LUV sy e WIS dls O o asladll UL Az pie ASCe dla O sl Wil
.(cross sectional independence) ,.o\x
Uatk) is 38 plbsuanl IS n ) 2Lkl B2y Jo Blimgd) bl 5T asd oo ade
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S U pae Uany (Autocorrelation) Jekedl LLiVl aSas (3 oSl s e 0 ol
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neizd is gl ] U ssenll pdgy cillalall wlpadly sd>s) (GPR) sl sid) bl e (aas
g ezl e gl () S sganll sty (ums prneST (EUP) aplasVl anld) 3 i) pie sz
sedll O F o w25 (EUP*GPRY a3lasd¥l anldl & id) pieg Bwlwsdl bl o Jolid)
%0 O g L (s e (0.6239 5 0.6344 5 0.5821) » R-squared vzl 335 falal i
Bl Ll (3l (3 dalial) Slpadlly dlizd) Sl o 2 Dyl Bylaed! Loy (3 Sl e
oAilax Sls Of gu L ¢ Szl Wbl a4 BLoYL 250 3 e p8 o Belye ] i 2l
A Ojlall Sl dsgest s aeedW OF ) Wald chi2 jlest) idlas| xid LS i)l T3 Q@ Sk

of o b «(0.0000y %1 .. st Wald chi2 ,Lz==Y Prob> chi2 aJla=Y! aedll O] e il
Sl Slad) SlMo g s [ 53025 Aege Slindly (Olivlll 3 1F G e gl ¥ 3L
dyedl Byjlaadl oy WSy oLiS (ROAA) 3 el (@) il il i gl (alizd

el fosdl & G ) e slezeY) S awl, ) s Jaly
PCSE) ilavlyy jailt il 2358 Sledes 13 13, Joud

ROAA) &) Gjlall a2,

&) yaial)
Js¥) gigall A 7 gail) G 723 gail)
Coef, z-stat Coef. z-stat Coef. z-stat
GPR *1,132263 1.70 1028674  0.21 - -
CAR **% 0395524  3.32 *** 0517468  4.82 **% 0500848  4.46
LR -.0066318 -1.60 **%_ (013066 -3.85 -.0124946***  -3.47
NIM **% 3428351 5.04 **k% 2465098  3.96 .2593864*** 4,12
OR **%.0420983 -10.12 **%_ 03943 -9.64 -.0394361***  -9.64
CR **%k. 0749353 -5.91 **%.079429 -6.01 -.0861123***  -6.36
PPR **%* 0538415  4.10 *** 035674  3.70 .0355396***  3.38
EUP - - **%.8908504 -5.75 - -
GPR*EUP - - - -.1995859***  -5.05
Constant -3.354774 -1.12 **5 0956776  2.28 6.462242***  6.72
R-squared 0.5821 0.6344 0.6239
Wald-test x2((7) = 240.97 x2( (8 = 284.26 x2((7)=270.90
(p-value) 0.0000 0.0000 0.0000
N. gro 39
Observations 585

Note: *** ** * gre statistical significance at the 1%, 5% and 10% levels, respectively.
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