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The Impact of Capital Structure on Tobin's Q of
Commercial Banks:

""Evidence from MENA Countries"

Abduallah .R. Alfadli !, Fouzi .A. Rehab 2, Abdurahman
Bashir Melad®

1283 Faculty of Economics Al Khums / Elmergib University/
Libya

Abstract:

This study sought to verify the impact of capital structure on the value of
(Tobin’s Q) of banks, for the study population consisting of commercial
banks operating and listed in the markets of 11 countries from the banking
sector in the (MENA) country region. The quantitative part of this study
relied on balanced annual panel data obtained from (86) commercial banks
from the countries under study, during the period from 2011 to 2020. The
study relied on multiple regression analysis, taking into account the
characteristics of the panel data. Using the Corrected Standard Error
Estimation (PCSE) model, the regression results found that the leverage
ratio had a negative and statistically significant effect on the value of
Tobin’s Q for commercial banks. The results also showed that the capital
adequacy ratio has a positive and statistically significant effect on the value
of Tobin’s Q for commercial banks. Based on these findings, the study
recommends that commercial banks adopt appropriate strategies to build an
optimal capital structure and highlight Islamic financing methods to attract
savings and financial resources.

Keywords: Commercial banks, Capital structure, Tobin’s Q, Panel data
models.
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Giind e Copadl) i 5ill gyl J8 (e padiey Gelid) 138 (Jpal) e
Aliaal) Sloal) (gsina ) dsll o3 ali Cua o(Lien & Li, 2013) Ll # L)Y
Juadl e say cCapadly syaind) JIsels JaY) DA (o Cpppaiinsally (€Il dad il
ai)) WIS 1A ¢((Sucuahi & Cambarihan, 2016) asssais Ggud) pagr sl (unlia
Ghs saa Bl Jo Ju Lo cdingyy Capadl) 3. caly (Tobin’s Q) Julae Jalaa

Adgiie b ol

Summary of the variables) <)siall (adla 12 g3

(34 i ial a0

Dependent variable abll jiial)
(Commercial banks’ value < yaall 4a8)

Market capitalisation / ) Js=¥) Jaal / 48 sl dalll | (o pucaall dag Tobin’s Q
(Total assets

Independent variables 4iiuall < yaiall
(Capital structure Juwl) () Jsaa )

(Total debt / Total equity) &Skl (3 8 / cppall  Nas 4 gl A Leverage ratio
Total equity /) Jsa¥) Ja) /ALl (B sia aa) | ASLall (3 goa Ao Capital
(Total assets adequacy
Control variables silall jsiall
The natural ) Js=¥) Jeay oandall aiyjle lll | G paall ana Log-Assets
(logarithm of assets
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ZACIPIN|ICA T LN

Capital JW L)) JSue Adlaiall danasiyl) doaca ) @l paial) Al Al jall Cacasiial
«(Capital adequacy) Sl 3sés 4u (Leverage ratio) i) 4w (Structure
A Chdsall P e el maa i Sy Al
Jasai 2n3) (6F ¢ ymal) cpall das )l e z(Leverage ratio) 4ussall duwi *
oyl Cum sl 038 (gt Sy i3S (Al Axdhl) da) L) 5 cCiyladd) (a0
o3 yaliis CASL Gsia Jlea) ) dsie i€ ) Jlea) Lesh Dl Zadhl) A
ol legud il FS1 (e s @)l Cipeadll Jainall gpall s (s5ie ) Al
G it 3¢y copaalinall e Wl Jpalls Gl (e Wsadll Jpal) aladind da
clalial e pliys cCipadll 8 AW s S50 Chen ) dadiyed) 2L el
P A ) aaied A8l
ded o (Leverage ratio) dxgaall el s ola 5l dllia :(H1) JsY) A i)
Ayl dijlaall (Tobin’s Q)

iauls Jisail) sae ) @l 5l L :(Capital adequacy) daslall ggda duud *
il Ggin ssiedd JaeS (DWW o) RS L) Hlad) & cladll AW G4a
Aysie A€ Cpatluall Gsin M) Lol LSLI) Bgia Jygad Lot Cipd Cam cCpcaall
Cpad) & Gpaaluadl Jeinall LY (sgime ) sl sda iy Jpal) Jlaal )
Goylall am Galaly L) da Gl Lhadia) cuall J€T e SIS axdy ogylal)
ASle Ggia S gl Glales el Capadll o I oY) Al all G Sl
A A dl) i A6 Ladliall g ¢ Ml o osd

Capital ) 4sladl Ggis Lud dpadl s ol U dla :(H2) 400 ol
Ay,ail) Gjlaall (Tobin’s Q) 4ad e (adequacy

: aglal) jadall -
ool Capnall ana Laaf dfindl &8)0) 038 el :(LOQG-ASSELS) cipmaall ana *
il yiially alill pial) G ADlal) WSad Jalin juieS Jeal) ey xadall Jle Sl
:%_J)\Aﬂ\ u‘)w (TObll’l’S Q) M.é L;Q ‘).1}1 .J.a.j calaniall
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saill Jlosaad) ladll jlaadV) zigal) daledl Alsleal) LS S cAuhall Cilal ga]

:‘éjtﬂ\
Tobin’s Q;; = By + p1leverage ratio;, + f,capital adequacy;,
+ B3Log — Assets;; + &;;

Where:

Tobin’s Q;; = The commercial banks’ value i(1,..,86) at year t (1,..., 10).
B, = is the constant parameter.

B1—B5 = are model coefficient parameters.

&;; = residual term.

s duall Ankil) JUY) 4.6
chlid) Jie Lyl iy dage ChHUR) anli gygpall e Al zisal daua @liy
Caes gisall i b 1 el Shaidl g LY Ll gl elasy)
(Descriptive statistics) Awasll sbasdl (aile 3 Jgaall adiyy clajuudiy xSl
O Bl cduhall oda (A Aeadival)l @il (Correlation matrix) dals )Yl 4é seeaas
il all' (pe ey LS cdilide Galliady jaad Auhall a8 Aplaill Cijliadl) o Jsaal)

i Lad Gl axe )13 udys C(Maximum) sl adlly ((Minimum)

cle ) e (Correlation matrix) BliyY) ddgias of Jaadly Loyl Jgaall i G
Tisi (B Al Ghwidl o (Multicolinearity) saxidl daall Lala)y) A
Aaoad) il ) Jeai oy 3pia Ledlabee of G (Al

Descriptive and ) 4wl _jall il el b Y1 48 ghaa g ua gl slaa¥) s 3 Jga
Correlation matrix

Descriptive statistics (sl sbasy)

Stats Tobin’s Q leverage capital Log-Assets
ratio adequacy
Mean 0.15981 70.50932 13.04464 16.83821
Minimum 0.00700 0.00000 3.32414 12.76690
Maximum 0.92900 648.21850 43.20981 20.74797
Standard deviation 0.09890 81.84911 4.21310 1.89144
Correlation matrix &) 48 gias
Tobin’s Q 1.0000
leverage ratio -0.2524 1.0000
capital adequacy 0.3564 -0.3159 1.0000
Log-Assets 0.1110 0.1746 -0.1466 1.0000
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rasdicall ol z3gailly Aupall Lagia 5.6

Jilas 8 Ve Auhall Jae 23 gaill Caliall  caslidl) gial) aladind 8 Gl Lagia Jiss
Jladiy Jaus ) Gl Aalaia Jso 8 Alalad) Gyylal) Cojliaall digel 43500 by Cilyilaa)
CDlalre il JiY) gz dsaill ppand 4 il Jalaill e V) Ayl cilS agde oLy )
el e ghay Al clsiall dedle o mualy agd W a3 duhal) g3
Al Agadaiall llall Al 2 3lall sawiall JlasiV) iy gl 45 Cam (il il
;A & el 2SL) (panel data)

.(Pooled Regression Model) cxwaill jlasiyl 7 35as ¥l

.(Fixed effect Model) il <l alill = 3 sas 2 Ll

.(Random effect Model) alsdxll cilyilill 3 sai 2 Gl

Jae z3saill 2L (panel) zile il gadle e o U oL gl 4 Joaall kil
syl

http://afag.elmergib.edu.ly

4slul) (panel) il pai giliss 4 Jgan

el jlasi¥) 23 sa A @l il 23 e A sial) ) il 23 g
Tobin’s Q Pooled Regression Fixed effect Model | Random effect Model
Model
Coefficient | t-value | Coefficient | t-value | Coefficient | z-value
leverage ratio | -0.00022*** | -5.550 -3.4600 -0.060 -0.000079 | -1.560
capital 0.006581 | 7.230
adequacy 0.00767*** | 9.990 | 5.2822*** | 5150 Hokk
Log-Assets 0.00998*** | 6.060 | -2.3417*** | -3.290 0.001876 | 0.520
Constant -0.09270*** | -3.030 | 4.8545*** | 3.900 0.047970 | 0.750
R-squared 0.1837 0.0001 0.2165
Pro (F-statistic) 0.0000 | 0.0000 0.0000 0.0000
Time 10
N. gro 86
Observations 860
(Diagnostic checking tests) dsasall &l jlidy)
(Test name) _Liay) au) P-value
F test that all u_i=0: F (85, 771)= 13.92 0.0000
Breusch-Pagan Lagrange multiplier (LM) test 0.0000
Hausman Test: Choice between fixed effect model and random effect model 0.0001
Pesaran's test of cross sectional independence 0.0000
Wooldridge test for autocorrelation 0.0000
Modified Wald test for groupwise heteroskedasticity 0.0000
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Tobin’s ) 4ad e lu i L (Leverage ratio) assmaall daw of Jsaall (e Jaadl
Zisal b Aglany) Lsieall ek LS GEDEN Lelpl sl Ayl Canjladdl (Q

(A zilall g0 (e ks (Pooled Regression Model) xseaill gasall lasiV)
la) it e (Capital adequacy) &Sl sia s of Jsaall e Lad Ll Lay
Lginall el LS ADEN Ll 2SLY laall Gjladll (Tobin’s Q) ded e

Pro i s D) &z 3laill iy LS DN g sl AL Hlani¥) 73l 8 dilany)

o3y Alaliall lide Cany (15 Lilian) Lol gis o Slaill 40 dyimal) e F-statistic)
o) Lauliall dilll et Aiee ShA) sha) DA e SA) Al 2DED £l
p AU saill e ellg anilin Bludls 383 (e STl Auhall Jae 735l

<yl #3555 (Pooled Regression Model) zaesill Jlaad¥) z3gai (p Alaliall ~1
Gaaill (F. test )¢ Ficher jloal dilaas) dauls lly, o(Fixed effect Model) awtl
Aaleiall Al colS 1Y) Lee S Auhall dae bl 8 A0 il s culs 13 La
S d5as e GERI s QLAY 138 eha) Gub oo duilatie el dalaie by
2,80 Gl colS 1Y L o Cajladl gead Bilhe zisalll IS 13 Les Gaaall ) cdgaal)
asi Ally (aaed) dumyd) dppall Luadll HEAY xS Gl cCipas JS) 30
O luY) s dgpheall Ll L8 135 laatV) (E e IS4 (ald adali 35as
13 Sl Lol uilatia m3saill )y 538 il aag ¥ JElls cjidia Galiie) Gl
gyl dua @l Cuady
zsalll Ficher iy lhe alull P-value idlaaY) dedl oli HlaaV) bl G,
1008l (sine die adall Ap;jh (b 2 A aall sgiue (e 45 (e JET CulSuial
oAbl Jae z3salll (s Aaad bl el Haidl z3sall oz GEwYls 3)aal
el DLl sa (Fixed effect Model) aubll clslll z3sen iy Jally o ulaie
.z dsadll

2l 2 35a35 (Pooled Regression Model) xaesill jlaai¥) z3sai (g dlaliall =2
Breusch-Pagan ) ,loal dilas) daulsy ¢llys (Random effect Model) 4lsiall
s ol Gl aae (K56 bl calS 13) Lee @asall Lagrange multiplier (LM
oassi Ally (axedl Ay ) Apeall Apa il HEAY el @ GlA cCayladll Jals Ual)
@) cladl e S G dagll HEE s Y gl) Dia b lad) ye G
(ol @l
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(LM) ziba®y LY Lbic alull P-value ijleay) ied (i Laay) oot (g,

Gsie e adell dpnjd by & dddey paa) (s (e L5 e i il 8yl Ll
s (Random effect Model) lsiall ciyilill z3sai o zbmay dilasy) 4y
z3saill 13gd DL

) @bl 2350, (Random effect Model) aglsiall bl 2 3gai (p Alalaall -3
syl Sloal e oy ((Hausman) [las) dslas) dhaulss (Fixed effect Model)
oo 3o S SV WD) sa Slsdiall 30N 2 3sa of (mpE s (aaed) dugd ) dgiuall
JlaaY Lo adudl P-value dgdlaay) dedl) Gl loaV) bl Wy bl c i) 3
dpaill by @ ey o/ 5 Aglas¥) LVl giie e el clS (Hausman)
& addey bl @il 2 e Juadl Alsdall Gz ol alie ) 3l
Fixed ) &l il 7 3sas of 2 Gy dilasy) Laal) ssiue dic axell Az i)
sl 1 cilily pailadd 2 s (effect Model
s gy5 pall e o(Fixed effect Model) anlll il 2 35a0 dadlay dana liy
CMCaall ard asas i S 13 Lo aaad JaY deed) daadimll chlaay) an
p AUl il e elldy (puldl)
Jlia) Aglas) dlauly elly; (Autocorrelation) (S Loyl AlKie (asd
i Lald Vs (Ll Adatije oY) culS 13 Lee a3l (Wooldridge test)
(p22)) Apnyd) Apiuall Gpmdll HLEAY andl &GN cCopad) Jals Ll sy
P— ddlaay) dadll 8 HLaal) il Wy o 33 BaloyV) dsay ade g Al
oab) & agley /5 Aglany) aaY) g e Ji zisall e alull value
3sns Al of 7 BN s Ailanyl AaaY] gsiue die (paall Aunjd) dpiuall dun il
.(Autocorrelation) S&kll 5 313 Ll Y1 Al
WAl ddlas) aladiuly (heteroskedasticity) (ladll aae AL asd @
D) migai (b gelaal)l golall Lulad axe e G8aall (Modified-Wald test)
dptaall Ayl HLRY el 5 Gl ((Fixed effect Model) aatll sl o
O Loy bl iy (Aig el plas aae AlSe dsag pamy (il Al (a2ed) 4 )
ade s aaaY) s (e 75 e Sl Z3sall JLEAY) (e lgie iluall P-value dagll
3sag llia o 2Ly Leal) i) vie (pall dun dgyial) dum ) ady S
.(heteroskedasticity) _pilaill axe 41<i5a
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cross-sectional ) abliall gu S LY /el Loy A& jasd gz
=) & AN ((Pesaran CD-test) jloal ddlas) alaasuly ¢(independence
s Alafiie e Gl ol G Ally (paed) Gaaj) dpeall L) laay
Gsime oo Ji zisall e il P-value ajlaay) ded ol laay) st
O Z Y5 LaaY) (gsivall die adall L d by 5 N (5 dglasy) L)
sl SN el V) AlSSa dgag llia
Canginual) zdgaill a5 Adgise lacal Lpalidl) Lmmaaill Sl AA5) 5 ol e 2l
panel-corrected standard error (PCSE) mawadl) (gylmall Uadll 50 73 ga3 3k
3583l dpulill JSLaall syl e 4i)xal (Beck and Katz,1995) (e 4yl 23 il
il Jae Adlal) Al by ce Jia¥ s canliall sas ¢ dall 23 gailly daleially oMo

:MUAJ c_‘all'd\ M 7

Capital Jull (ol JSo (el Gheiall aaxiall laad) Qs il 5 Joaall gy
AWl 3sas 4wy (Leverage ratio) dvsadl duw dauls aie usall cstructure
2l e s Agylaill (ajladl (Tobin’s Q) 4ed e o5l (Capital adequacy)
il ol Sl %49 @iglas 8 R-squared aasall Jaled 4yl sl (o
Ayl dl) dad L ((Tobin’s Q) il il (e %50 sa s o 50l Al
e JLalS lae e 4gsing Log Wadll an ) (g3 8 %50 sy 5pally ddiial)
AT (Aypad) Ui

Regression results estimate) §;a8all dujall zgai ilii : 5 Jgaa

Regression results for (Tobin’s Q) as a measure of banks’ value
Tobin’s Q Coef St.Err. z-value p-value
leverage ratio -0.00021*** 4.560E-05 -4.69 0.000
capital adequacy 0.00660*** 9.113E-04 7.25 0.000
Log-Assets 0.01089*** 1.743E-03 6.25 0.000
Constant -0.09670*** 3.352E-02 -2.88 0.004
Wald-test 113.77
(p-value) (0.0000)
R-squared 0.4996
N. gro 86
Time 10
Observations 860

*xk kx % are statistical significance at the 1%, 5% and 10% levels, respectively.
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Adle A ol lae %] dsine ssie 2ie (Wald-test) dslaa) AVa g5ine il LS
S el iy gll Aliial) chprial) cladia Jy duball sda bRz 3all
iy clbalsal & 3 gl e bl Y Lad) z3sall o iy e o(Tobin’s Q)
Smadall Dyuaiall Glada ) jady 1385 e JS4) Badaay dege Aeddiuall G ypaial)
dylaall Cojlasll (Tobin’s Q) dasd & Jidiall (i) judall piiall ahy soll (Aliisdll)

e diasiall il o alaie¥) (Says Auball a8 Jsally

oy ¢ ouebl) ALY ) Sl e o5l e STl alil) 2 3saill HlasiV) (el i ey
«(Leverage ratio) dssadl s of Auhall Jae zisalll 3 Aled)l o il b
) iy Didie wllee Josad (8 Cipadl 4o ading Al (pall aaa sy oS (uliaS
)L «(-0.00021) = B,leverage ratio; ; dulse of ) Aol s ASL) (358a
el G Ayl iladdl (Tobin’s Q) dad ae danle Ale d5a o J3 Lae Al
Tobin’s ) ded o (Leverage ratio) assmal i deles 51 of Jlaad¥) Jidas il
G Galyil (P < 0.01) dusine (gime die ddlas) AN 535 s dplaill Ca)ladll (Q
Gl Jane Lead 23 30 Aapall o mg Mg gAY clysiall st 6 Gigan axe
Al 486l o Cluiajd ae dplud) Aall o8 BA1GE (lgiad (o Jiy ASL Gg8a )
Tobin’s ) 4ad e (Leverage ratio) assmal) daal ol ik ollia of ) cuas 3l
Malik, et. ) J8 oo el Al ALl chluhall =31 ae 38155 LS dpladl) Cojladll (Q
dagll »da (alias Law ¢(al. 2016; Chaleeda, et al. 2016; Febrianti, et al. 2016
dle agud o) A8S5 e Ji Gl @) RS G s ) ol il Gyl ae Al
5oy Jasalll RS mliasl ) sagive JW (uly JSaa (b aliaY) e 33l gl s

Ll 4 gl 4ol

Capital ) 4SLll Bsin Ao of duhall Jae zisalll & Allead) i il i LS
O G Aled) i (Jpall ) s KL s iy oS ilie » (adequacy
ADle a5 Gl JU Lee A L) ¢(0.00660) = B, capital adequacy;; ddxs
o Aapaall Hlaad¥) Qs il el gylail) Cijladll (TObIN’s Q) dad g Gyask
dylaill Caladl (Tobin’s Q) 4ed e (Capital adequacy) skl Gsas Jalxa
@l g e o i alyEl (P < 0.01) dusiee sive die dblas] AN 535 ala
sily Afiad) 28,50 o3a laiah ae Aulagy) Aagll o34 (3815T (@AY Clysiall (& s
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iad o (Capital adequacy) Zslal) Gsis dsns dawil ol il dla o ) o
ALl Ll e aaell 23 pe 38155 LS ylaall Gijladll (Tobin’s Q)
o ) iy bl Jas zasall 8 Adleall jafi il 3 Jaglall psiadly sl Lad
= B3Log — Assets;; Jsa¥) Jaay anbll xpledllly Gulial) Copnall ana dales
calil (p < 0.01) dygine s5ime die ddlias) AV )y dage g3l ((0.01089)
aaal ke Al a5y o J0 lae (A il 8 @bt gl Gigan axe S el
Aglaill Ciyliadl (Tobin’s Q) daf pe iyuadll
rciluagilly il .8
) Nl
OPt G e gl ) el Qi) A e Adlal) Aol cdaa ey e Gl
Jlads L) (380 53 A dplaill Cijlaall (Tobin’s Q) dad e JWl) (uly IS
i byae 86 1 (panel data) 4jlsie Jilb clly e Llaill culad) slaicly <Ly 3
P e @lldg 2020 daw 2011 L e aleY) e o Ay clily alasiul
dy 138 (bl (PCSE) e Gl Gph ges awidl hall jlai) Jidad oladid
AU Jalaal) 8 Ll oS el ) Al Cual
iag o Leverage ratio) assael duws gsisd iflas) ANa 53 b 1 aag
i) Jlads Jaws Y1 Gl Jso 3 Aaladl dg)laill Caylaall (Tobin’s Q)
(Capital adequacy) iSldl 3sis dus (ssisal dlan) ANS 33 olay) S aag .
i) Jladis Jas o1 @pall Jg 8 Alelall 4yl Cojladll (Tobin’s Q) 4ad e
iad o (LOQ-ASSEts) Cipadll aas (ssisal Aflas) ANy 3 syl Sl aag g
i) Jladis a1 il Jso 3 Aaladl dgylaill Caylaall (Tobin’s Q)
e o s Jhm sy Glle S e AL Al Aad o it o) oSa Gl e Sl
Cipaddl doladd) Jll Gy of Llls Cande ity ¥ QW) 053 ())s dhyall 2 Cayliadl)
Sl legd Cipaal aaa (gsinas S Bia ds o WS NG sl e 08
Sl N e a8 aalids 5uS Aaliid Lpeal ) Ghiingy Copad) ded e
Sle pmpg Al daga) el clialial duball sda il ae s Gl cdlady Cayaall
laan ) Jlse¥) RS lavie i Al (o dand sag (sl (e Jlandy JSa 350
LoV o 1) sLanall A8 ) dadll Wadie Joai il ¢ 3V
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e suall Tadudty Applaill Cojlaally alssasalls cpadlall cppaall Zushall 038 aasi @lld e 2Ly
Ol dosall e dias () dially dg)liadlls) ) L) duws e
ALl 3 sally ol pdaall adad ST Jasaill 550 qansgiy dlall Sally (ClaiadlS ) s
LS cdpadlal &y Jsd 8 Jand Wyliiely «Jal Jyshalls Javgial) Cadagill G paas )
bl B ol e aail) Sl e dher Guliid) Cfialdl Lyl Laball o3 pas
o ilm agag Jb A Copeaall Asudl el e JW Gl JS 4l A sl £
(Modgliani & Miller) sleal L e Caggll dypall Jele HlieVl 32V ol clelan

Agppall Clsdsll Joa

:@\)d\ 44 .9

g ad) AAUG aalal) Y

Db agedl Aol Aall 8 oyils Ol () S (2023 )edelS deas ¢ AL
DS Aaala calai g 5] AIS ol i€ Al ¢ gudl Cadigig Talaaly) s

Mpsas Ay gl Al 5V Axaladl (Sl 300 3)3Y) ¢ (2020)c2aal ¢ Jal

¢naal) c_rl)’J\ Sl ¢ palza QJ:\L.' Jaae adldl 8)ylay) 4(2003 )6&,&@‘\ e (g
ALy

Py lady) Aally aalal) Ll
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