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The impact of liquidity on profitability in Libyan
commercial banks: A case study of the Trade and
Development Bank

Abstract:

Given the great importance of the issue of cash liquidity and its impact on
profitability in financial institutions in general and banking in particular,
and in an effort to study the variables surrounding banks and affecting the
performance of this sector, this study came with the aim of measuring the
impact of liquidity on profitability indicators at the Trade and Development
Bank during the period (2008-2018). Due to the small sample size, this
data was divided into quarterly data comprising 44 observations. To
explore this effect, multiple linear regression analysis was conducted with
standard estimates using the Ordinary Least Squares (OLS) method. The
study concluded that there was a statistically significant negative effect at
the significance level of (5%) for the (current deposits / total deposits)
index. On profitability measured by return on assets, while there was a
positive and statistically significant effect at the significance level (1%) of
the (current deposits / equity) index on both profitability indices (on return
on assets; and return on equity), and there was no significant effect of the

cash balance index on profitability variables.

Keywords: liquidity, relief, Libyan commercial banks, Trade and
Development Bank
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Apagdl) LY (4) Jsi

normal distribution

ROE Jarque-Bera 0.273649 Probability 0.87212
ROA Jarque-Bera 0.380680 Probability 0.82668
Heteroskedasticity Test: Breusch-Pagan-Godfrey
ROE F-statistic 2.224109 Prob. F(10,32)  0.0623
ROA F-statistic 1.502985 Prob. F(10,32)  0.1838
Breusch-Godfrey Serial Correlation LM Test:
ROE F-statistic 2.125693 Prob. F(2,30) 0.1370
ROA F-statistic 3.294463 Prob. F(2,30) 0.0509
Ramsey RESET Test
ROE t-statistic 1.787672 31 0.0836
F-statistic 3.195770 (1, 31) 0.0836
ROA t-statistic 2.528154 31 0.0168
F-statistic 6.391563 (1, 31) 0.0168
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