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Factors affecting the liquidity of commercial banks:

Empirical Evidence from the Gulf Cooperation
Council (GCC) Countries

Abstract

This study aimed to measure the factors affecting the liquidity of commercial banks
operating in the Gulf Cooperation Council (GCC) countries. The empirical part of the
study was based on multiple regression analysis of balanced panel data were obtained
from 61 commercial banks listed on GCC stock exchanges during the period (2011-
2020). The Generalized Method of Moments (GMM) was used, specifically the two-
step difference (GMM) method. The results showed that deposits to total assets and
asset quality have a positive and statistically significant impact on the bank's liquidity,
while return on average equity ratio (ROAE) and the ratio of cost to income have a
negative and statistically significant impact on the bank's liquidity. The results also
showed that the inflation rate, economic growth, and oil prices have a positive and
significant impact on bank liquidity operating in the GCC. These results confirm that
bank liquidity is affected by several internal and external factors. Therefore, the study
recommends that increasing attention to measuring the effects of regulatory and
supervisory features and strategies, also internal and external factors that are considered
potential determinants of performance, given their importance in enhancing and

improving the banking sector.

Key Words: Bank liquidity; Commercial banks; Panel data; Generalized Method of
Moments (GMM).
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chyslll z3sa Pooled Regression Model rseaill jlasi¥) zise) il @bl Gplul zila
&V dilaYly ((Random Effects Model aslsaall il yslill #3500 <Fixed Effects Model bl
e o ISe Y dsas lia IS 1Y Lo paatl 2 alal) sigy Alal) i dpapiinll cl)laal) elya)
bl LY JS5e o Cipl) 5 Wik Aubdl o gallad ) L enldl sl
Sl L) alCae ) ailay L (Heteroskedasticity) gl (uilas axe 4l<ia, (Autocorrelation)
O OSa e U Lgne Jalaill 2y ol 135 iyl s3a il dadas 335390 <DISSLS (Endogeneity)
Ll z3las plassia) o5 cUSaa) o3a 3l Jllg ol s & Sasally Jelaal) s 8 5eliS pae gam
2 S 3 (Generalized Method of Moments) deasdl agiall dinh Ao slacyl Sl
zalal iy J<5 aaanal ((Arellano and Bond 1991; Blundell, R., & Bond, S. 1998)4:agill
TWO Step ) syl iy dosnall agiall Goyill Lt diph Guld 8 aasilly bl dild)
daal @iy cWindmeijer (2005) sk 3l gl (el Uadll zg3 525 «(Difference GMM
o &lias (Delis & Kouretas 2011) aas sxall 138 & o) (g Bl deedle il dhdie yoadll
JSlad) b oSanl ) Alayl cilabaall (Sualidll o€l Glas & daulic Blundell-Bond dusgic
«SAN Al
1z gadll Chuays -
JalpaS S Slai®¥) Claraey Cipeaaly Laldd) chiiad) 3 e @aaill duall alad) z3saill Jola
t oY) 2 3sail andind (Al a3gs Lalall i) s ) il cdplanll Cojladd) Agaud saass

Yie =Bo+08Yi 1+ P1-9Xir + &1t
:Qi Cuan

(9 ........... l)ty_’\d\&;j(61 ........ 1)|uMMM\d3&=Kt

ccultl) ded s = B
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s g Al Ao g =8
LIQ leie o LSt gl i Capenall Algad) Lol 5aaly Und 578 Jis = V4
23l Jalee lales Jii = By By
Byt Ghsnd) Ba = X,
cHgdall Ladll aa Jisi = gy
:;\,:..a...ugﬂ\ = -5
GlafY) Gandy el Ll ddshaany il dpbay clibas) ) Ll &) Jad 2y
el

rciiall Shagl slasy) 1-5

i S o sl e IS Gl Adaadlally nal) il e waat y il danbe e ol
Aipagll @lelasdl Gadle 3y ol ol Gadae oy (8 Apladll Cjlad) Agu o )
e Abad) Wlihaily Gaulaall cllavgio Jadts s3sisg 2 Jsaall & Al s3a b deadiead) ) uiiall
Lgie Lol caulall gl Gudae st (B ladll o Laagl Ay ¢ ((gpamilly Liall pill) LS Chag
Claall g Jaee Jagio gyl iag 1305 Al 558 DA /68.365 Jsua) SN adlasll danss
Cilad) Cy BaS @l Gy Ll sdg Gl Lads e alsll slall Gulae Jo (8 Alalad) Dlal
@f Lad llia //90.086 (sl a5 78.856 daill il any ¢ aalall cpslaill Gulae Jsd G alal)
o Akl adl) dgag are Aaadle (S aagll clanV) Jsia DA s ¢ gpually Ll adll (py zaaly

Syl @ e
bl il paial bl slasy) s 2dsas
Variable Mean Min Max S.D

LIQ 26.261 4.8343 95.2018 12.051
ROAE 9.959 -8.5713 28.6107 8.844
CAR 19.0262 6.2300 47.5400 4.8555
OE 41.860 16.0000 154.0286 14.937
Dep 68.365 0.3356 139.5266 16.694
AQ 4.253 0.0678 37.0867 3.280
size 16.896 11.7072 20.7480 1.930
INF 1.607 -2.5403 5.8262 1.829
GDP 2.533 -8.6853 13.3752 3.873
OILP 73.786 40.7600 109.4500 26.892

to ) il (e Jal)Y) Adguaa 2-5
zisa sia e SBU Al 28 i) G L)Y distas Jea closbee @aldl (1) a8y Jsaall adiy
Al @ sS aaeiall Bl eDlalas of Camy ool vie Gaas of oSa ) L) el e Al
pada I (535 8 JShall 138 () Cus el cihyaitiall AU docdlly jusbe paiie S (aldd) Hlaat¥l
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t-statistc. J las Bpiia dady cOLelaall 5,8 48 5 ) (635 Lo ccDlabaall & ikl ducelidll oUasY)
w383 sy o) (Multicolinearity) ssaid) adll Lls, (Sa cus ¢(Berry & Feldman,1985)
s o) Gagby el & sl Gl dubia cBlebeal 558l aidll daay oly Ll clelas
dogll Jalsy¥) el cajglas 13 el Shuanall o (Multicolinearity) saaiall el Lala)¥) (<o

.(Lee etal., 2013) %80 d:aall

O Aagie LS Bl ag il dauis (OE) Jaall ) aalSal) dus o Bliy¥) ddshens g o JUll
e 0545 -051 : 5 (ROAE) L)l de ae cllalayy) Lol (Dia (AQ) Lag il Jlea)
O gim 18y S Ligine (grime vio Lilias] agay ol Bl dalee Jyaall il el cus ¢ Jisl
i A gnag Wil (e 2 sl (gl (g il e dplail) Cijlad) gy JiE 3l dsal)
clad) ani A daulad

pe 2S5 Lo 13y ipia cDleles Ll el clyaiall (g cllalsy¥) of QIS LLs Y1 ddstiae muass
Ayl a8 3 gailly Ao peadil) Syl o (Multicolinearity) saxiall Jalis,¥) A1<6e 39a9

el Ad8liag Julas 3-5

o delall Cpnty i ¥ el a3 s 8 ead) s cumall z3sall dusatl p3) 3 Jsaall padly
& Aeadioaa) Alsa¥) chpsidl of e KB Can G calic zisei areeai dal e WLl (e sl
Wt Jag ydig 4sa¥) cbyiall o Bly¥) idy 63 Sargan [ladl ask clil s zigall s
st Ale¥) il ol Al Al Case 4y ¢ Slany) zisall eV D] Jgbal)
asle¥) chadl L)) e i o Sargan [las) eba Y Al sl Wy ¢ lsdiad) aalls ddasise
all ae Ale¥) il Lyl ae e al ) asell L by Wie Y GlIY ¢ Jlpdall 2l
S LY 3gag axed djeall daill Arellano-Bond cihlid) (mis Y Laad diahall z3sail Jlsdall
zisall b daie el of ) 1 udg AR(2) £laadl Asll daydl e (Autocorrelation)
I e e (0.0000) %1 e S8 Wald chi2 ey Prob> chi2 ddlasy) dedl) of cusy ¢ Jal)
dadia s cronia IS8 8aaaay dage il of ) ASleaYl Ul deganal B Zeedll) o
Aglal) Cjladl Agad lieS LIQ 3 aiciall aall uxial) iy 5aill Alifiall < puicial

W) 558) 5abidl LIQ dlgadl yuid (gl il sa Ldlal) duhll Cuilga aal aal clld 1) dilayl
0 by Cun zisaill daald lgd S Al ASalnall dephll e &y daill AT (@)
0 e a3 Ml Jtine IS8 b)) ol sptd) ) e Al o Gle Ju L (0.6505848)
sl 3 Agaud) oy WS G el dlgad) o a5l g oIS Lacald) s5dl) 8 Algaed) o Al
80 0.650 saiy Alal) A gucdll Ao mFics Baaly Adat latay dncalal)

AL ggin Lasgie o il o oty cAlgdly Cipaall Lalal) clpina) (A dueals sley Lod
i 1385 /5 Bigine (gima N Ablas) A2 53y oo Agadl e o ol Lnull 534S (ROAE)
Aogie Al laiar zldll Jsy Cipeadll (ROAE) GSla) gsin Jausio o wilad) L iy Al dspall ¢
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Lphill ey gl ae dauladl dagl) o3 Gilsng (-0.033821) Hlaker leal Algd) e M csanl
Cangll 13ay )l 58 Ciyean (gl DLl Lud )l Giagll o e pan Al dagal) duylas aay daslay)
LS cmania Gually Aol JSB ) (250 ol Ty Gaatl Cipeaall Aglae o Cam (e Agaad] ailie
@l 3k of Sa 138y ¢(Al-Homaidi, et al., 2019) d&lall el ciluhyall ae dagil) 538 G5

WY As s Ul (e Ao L.m A 8 dile ol s 3 @Dl o peadl)

(GMM ) alaiiials Bjaiall dlal) 7 dlad cilalaa 23 Jgaa

LIQ
Variable Coef. Std. Err. Z-stat
Liquidity (Lag t=—1) 0.6505848%* * * 0.0142554 45.640
ROAE -0.033821** 0.0122310 -2.770
CAR 0.056747 0.0437915 1.300
OE -0.014074* 0.0082525 -1.710
Dep 0.023934** 0.0108642 2.200
AQ 0.292076* ** 0.0706238 4.140
size -0.159560 0.2283811 -0.700
INF 0.172910%*** 0.0498796 3.470
GDP 0.164751*** 0.0259210 6.360
OILP 0.005051** 0.0020380 2.480
Constant 7.122104 5.0700570 1.400
Sargan test (p-value) 0.2370
z=-4.5039
AR(1) test p-value =
0.0000
z=1.7075
AR(2) test p-value =
0.0877
Wald test /Prob > chi2 0.0000 6982.87
N. instruments / N. groups 54 /61
Observations 549

Ll e 710 575 571 clbigine dio Adlas) AN ) Adad) aan * g *F g R [ akadl
Jgsine e ) 138 OIS (8l Cipead) Al ol il W (CAR) W) (i) 2S daus o g
e Aulady) dsll o3 Gl Cus <0.05 e ST AN (griwas (1.300) & saie 7 dad culS Cus
Jsa¥) Glisice ¢ i)l « Singh & Sharma (2016 ae LauladY) daiill sda (3850 LS (i) ciladgil
O A Al 8 Alanl) claagilly iledll e dalaill (GIS ISy Copeadll Ly daging Sl Aalially Aaila)
Jsia PA ey ialiad) candl cililes dgalsal dumil gy b 4l ek 8 laysn lly bl Jpal)
o i Jle uby @am anlall cpslatll adae Joo (8 ALelall L)) Gojladd) of Baadl iaasl) slas)
S anl e G el g ((719) Glad) ey bawsie cilSy (CAR) JW) ) BUS s
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S Al o L i sag ¢ W) JhEAN) s e dasd dadls g8 (710.50) 3 Jib bl
) Wgaaadl 2aS e 03 Alle uly LS Jane 30l iyl Ly ast

o 710 digine (sgiwe do dflas] AV gy e Lib Al (EM ) dbanl 5ol delae o) cp
(g W) B0 e 23 <l e Aplall Cijlaal) Ly B ) Ayl o e 138 Algaud) (e
5T Y ¢ il slatll Gulaa J53 (8 Juzmdl Algaes e Lol 5eUS SY) Cijliadll of ity el
-Munteanu, I. (2012) 4 Jeasi L ae daiill o3a

Appa e Ailaa) A3 53y s Uil W (DEP) dyustl llan] G ghagh At of i) iy
(DEP) Usnsl¥! Jlaa) I adlagh Loy s 3 dapall o ging 1385 /5 ciligione 2ie ki) ilacmal
sda (38lgtig ¢(-0.023934) jlaiar Lol gl cVans (o iy cBasly dads jlaber mldl) Jon Cayuadll
Singh & ) el Jeass all Aail) g Aulay) Aaill oda 35 LS chfind) cladgil) g Zudud) Aal

.Sharma (2016

M2 gy il ladl g Jo sl il W (AQ) el sasa ol ciladsll e e
Oe Aagie Gawi€ Biwiall (gl L b 0B A el G e 3ay ] Ligies (g die Lileas)
¢(0.292076) y)ves lgaal Algaedl ¥ aes e s cB2aly At ey sl Joy Cipemall (g il e

-.(Roman & Sargu 2015; Munteanu, 1. 2012) ¢« JS 4l Jiagsi b ae damill oda (3855 Yy

S 15 IS oSl Al Cisladl dgas (S1Z€) Cipadl pan o i 5 35mp Lind il s
daladl danill oda (3dl519 <0.05 UAJ.\S\AJ\JJWJ( 0.700) & oric Z o culS Cus ¢ goina p&
) deass A dagil) ety Loy Aalud) Ganatll clhall (el oo @ilsn WS ciindl cladgll o
AuladY) dagmll sdag MM\,}LL&.\A\J\ slo Capad) anal Lilad Kb aay Malik and Rafique (2013)
S O oe DSP daca ae Gl Y
o prmill Jae il o iy cjbad) Agay S LY Ghidse on 3D Ll Gl Lad
an ge Aaiil oda Gilgig ] Aigiee (griee de dflan] AV 53y mse Aulid) Ldjead) dgdl
e G Y (s 4 «(Moussa 2015; Vodova, P. 2012; Singh & Sharma, 2016) aaludl culad
. Malik and Rafique (2013) 4! as W

Lylatl) Cajleadll Agas e dilas) AND g5 o) 580 4l ala®V) saill Jaee of SIS il cuy
GDP _aiall Jleay) Asall bl gai Jaee gy sy ) dapall o ey 1385 <75 dosinall (ggie 2ie
- hia Jaall o3¢y dlalall dylaall Cojladll (s Aguad) cVare o 2B Baaly Al ot mldll Jon
4_\.\;_\3\ \.u\:dy & M\A.N\ 4;.\.\.\3\ XYY uﬂ).uj c(0164751)

AV s Aulay) il ledd culSy el Cilead) Al e ol IS5 bl Slad g oyl
Dbaad e dilaiall 38 (b dlaill Cojladll 3 5l Balin) (Sa Lae o5 digine (ggise ie Lilean)
Aakiall bl 25 ehys (se 30 ) AL 3))sally dniipall Lol
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TAAl -10
el sl adae Jgo B Alatll alad) g o 8i5all dalsall e @iaTl dubiall 038 Caginl
2020 M) 2011 (e 8538l bpme 61 (0 ledde Jsasll 23 (Balanced panel data) 4s)lsie Jib <l
Generalized Method Of Moments (GMM) dacadl agsall dayh aladiul & duhall zigai padily
Cuald dua ((Two Step Difference GMM) (piils jall <ild dasaall agall 598l jaie Ayl paaillyy
lad) dgu o S alad) Plas) il g Al Cpemalls Lalall il dalsall o ) bl
Baga Janas «(Dep) Jsad) Jaa) I adlash ducs o 55l DA o) oplatll adas Jgo (8 Akl
Sl Jaee b Cjlaal g o S e Slan] 80 W A Gl o s 3 ((AQ) sl
Qalse o bl g Jiddly «(OE ) Lbicall 5l Jalasy (ROAE) 4S8kl 3gin awgic o
Al il sai Jane & Jiaiall (golaiBY) gail) Janas ¢(INF) pdomil) Jane b Aliaiall S SLadY]
Cpladl Apu Jo goine Sladd Jlas) ik L ¢(OilP) Ll ladly ((GDP) agall Jlay)
13 aasall algall ol (g pdailly il Sland ity sl DA adal) csleil Galae Jga (b dylasll

cealal) el Gadae oo (8 Aplatl) Cijlad)

ziad Guhl) 3 Cus die 3 Y el Ldyead deliall b dlgad) e o Auall o3 e Lol ey
sla¥) 53y Ciladll (g (eass Aaball Gl 3¢y callall eladl muen 8 I Lalaall el da)
Janlly ¢ hyaall ¢ aill Cpunty uins G Lgaal ) Dlai g SLeialy ALl Jgeally G peaal) daull
o danll G ale S8 b padllehiV) olasly aie palill bl AY1 (ool adail) Jolows sl e
il ALl 85 i ISy cale U peadll oY) o bl LY \)L; O ok Cadlall jzadas
Haball dodanill sl Jie 2085 Asadanill il iully N Sl JAY i o ) Jilailly
asaly A ol ) el i) (e Mher Gl Gl Liad 2uball pag WS (3L dial oo
wyall Jaii of oS Wl o Ganles Jid ) Aalil i) e a3al e dumladls Balslall Jelsal)
Al oda b eriiedl) s DA el e

aalal)

Sl Caleall sl : L) claid) 5 Glaad) 5lal (2002) sy e ¢ s

A ey e Al duy Wy o bl dlay) dad) b dlgud) 3G L (2017) Lol ¢ oas S
:330-317 ,(12) 7, dolaidl (55 dlae .(2014-2005) 55l PDhs 555l

Sl A Banlly Al G A e 3 Lualaall @hasall 50 2(2019) el els dans ccudy
296-257 ,(1)6 dusalaall Eigaill dlae & ypead) Loyl

o Lbyad) Al Slesbed) ggimall 5 (2018) omn al (ol S ¢l elgr dene cudy
152-116 ,(2) 2, dulaal Cipaall L)aiSud) dlae Ajlaill Ssill doas
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