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The impact of Banking Competition on Commercial Banks’ Stability
Empirical Evidences from the GCC Countries

Abstract

This study aimed to measure the prevailing competition between commercial banks and
their stability rate, using a sample of 61 commercial banks listed in the stock markets
operating in (GCC) countries, and balanced annual data extending from 2011 to 2020.
The experimental part of the study was adopted on the analysis of multiple regressions
of the Panel data, using panel- corrected standard errors (PCSE) method. The results
showed that the competition between commercial banks operating in the countries under
study “measured by the concentration index (CR3) of market share” is low, and some of
them are away from the full of competition and are highly concentrated markets and
non-competitive markets, the empirical results suggest that there is a significant
negative impact of concentration ratio (CR3) on the stability of commercial banks, this
result supports the “competition-Stability” hypothesis, which suggests that competition
between commercial banks may have a positive impact on bank stability. Based on the
findings of the study, the study recommends increasing attention to financial reforms,
liberalizing banking services, and considering facilitating the entry of new banks to the
market and encouraging mergers to take advantage of competition, given its importance

in strengthening and stability of the banking sector.

Key Words: commercial banks, banking competition, banking stability.
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a5l 8§ Q] Jpal) Jausio Jle il : ROAA;,
Lol 0 Camall (Jga) Jlas] [ GSLI 358s) Adlenl) Jgua¥) dai 1 EAy,
25 G0 Gyl Jea) Jassic e dlall glanall Glad) :0ROAA;,
(A eadl) AdBioal) i piial) Ll
: S g Badyemall Aedlial) (gise el Al 038 (B ardieedll Jiisall uiiall

il legad HASY) W aeall (e Jasall 138 ey :Concentration Ratio (CR3) Sl Jasa @
«(Stazhkova , et al., 2017) 4yl deliall Gou (2 38l i)leadd) Las 2aatg dudlial
pl padiudy Bl (Jaa) paall ) laddl e Gore 23] S Goad) anas ) 2l
Glatal @y ((Dyluaddl (o Ll 220 e Gangy) AR U8 (e Sine Lo Gow e 5 Al daall
AN AS) Lty drgend s (A dgall e lalaie) ¢ 558 Cijlias dao)l ol 2D AL Jadl) 12a
Gse i 170 e 25 Ally Cpluan D (e Al Sl A o V) ccijlas A
i daladl Sl ae Lalay o Abuselidze, 2021) 5S5l wad Geadl sin of bl Garga
ladl Jlaa¥) asall ) 55 i€ Cijlae 2D ST aaad Zahall 038 & 550 Jane (b
Jsma¥) Eun (e 3gudly

CR3 1Sl Jare cilalas) ¢ 2 Jgas

2020 2011 Cijlaal) sas gl
49.745 49.372 11 Lageadl dujall ASledl)
83.782 87.730 6 Syl
64.261 65.536 10 Sl
70.119 77.411 6 Olee dikales
77.599 70.714 8 L
66.795 62.363 20 Basiall duyall il ylay)
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bl Jlaa¥) aaal) ) S5 L€ Cojliae 3D ST aaad 32 5 Cus CR3 Ldise 2 Jsoall oasy
adl ) bl sda i ale IS 2020 52011 L S5l Jame Jiad Jouad) Cum e 3l
Alaally ool Bload Chamy (Sass ¢ S IS8 5 " Ll Ll plass ) Glaad Chay 0<a
cleladl) of CR3 Luulie jelin "Jatee J<e 53S0 Gload Leth saniall Lujall cilyleYls Lasacd) 4l
Al o lmnss 5 Gload by Al s Gload siad Al el Galae s (B ddyeadll

Saaiall Aujall chleYly cdgaad) duyall AS0eall Jio Zudliall (3)u

hEaY) e (L yeadl) Ladliad) (g ) 3aSHN Jane o Jainad) S0 adgil) of anaas (Ko Y Sl
Lapad A5LE) S Cagug dudyall 238 B (8 adl)

ddaslial) ¢ paial) <IN

il 8 Capmdl ailiad Javaly aSanll Jal (e 2yl s3a 6 desdindl ddaliall il

t oY) (G JiaD yeaall SLEGY) o A pad) Ll dadgidl)

Joa¥) augia Ao 2ilall Jane aladiad &5 duhall 38 b :Profitability (ROAA) daull Jage e
Oanlad) aal g Lua)l) Ganlie e Janall i ey 2 LY el e Cayaadl 5508 2jaa]
plaaiu) ) 138 GuSens 6o il ilia atans Caagion a3l Ll AylaY) 5elilly domyll Auasladl
clelgals latty Ualin)) Jadiys Capumall (ol culdg yuaally Jaall Sl Y« LjY) alsil algua Cajuadl
Dietrich  Juadl el selal (S5 danys Allad HiST Cayumall OIS LS i5al 138 Aol cands)) LS
dalal ADle Jual Jawgie Ao ailall Al 58 of aigiedl oo Nl (& Wanzenried 2014)
ypadl b ae

Lol ) 5 dadl) Joa) Jlade (re yuar ya3all 128 :Assets  Quality (AQ) Jg-a¥) Baga @
5 O 5 Cpaall Ll 3l Ay andl dage dabes Jpaad) 335n 213 algeal Jaa) (o Ciaadl
Al Faw b Joad) B3sa o Llaall 5 ccijliadll lBlis) ahedd )l cuud) s Joal) 535a
bl o288 Jsa) 535 el 2y ((Majumder et al, 2017) dradd) dusd) Claw e
Aai Hludll dollaaly ala R (gl Jdlea) e dusie L€ digunne Bintall g,dll alasnul
S aall gyl A crmbil LS (Ll BV (e 53 (6 ilesiae dlaw o ikl 5,38 aae
e el g b unia paSally Jeal) 835 Cin e Vs il Cipadd) (IS ¢ iag 3l Jlea
cipead) b ae dude ADke g il JleaY il (g Al debaal ()5 of adgiall

Je oy (i) Jaes alasnad 3 dudpall 230 4 :Capital Adequacy (CAR) Jlll ouf Llis o
Jsa¥) degane (A Jonadl 12a e i Gllaall dassd) Jsa) (e dgie LS Ciyadl
SRl asat s Babainll clangily Hiledll ae Jolaill SIS (S5 Ciyend) gy Iaing ) Aabidl
Dhlae @y Jlal oy S J8Y) Cojlaal) pies ¢ Il SHEnY) o5 o dasd gh (3 Sial)
gl ) gai JW) Gud) A5 83k c il Jigad sabian o Jguanll Caall (g dan Lee cille
asls O gl Crag ¢ all i uintl sl e el Cojluaall @Blial )y (Y Caillss
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o pdsiall e by ((Mehta& Bhavani, 2017) Ja (ol Callss sl dlewll @ld Cajlad)
ccipaal b 5 Jlll ) LU C Gl Do s ()68
)zl alasiad a5 4l s2a 6 :Economic Growth (GDP) (gabai@y) gail) .
o A e Asal) i) g L) el s ool sl (grine el sl JlanY)
05Ss Lesie @llig ¢Jgall aleatl 398 (ulil clydigall aal aal jfians ¢ gai dlla 8 Dlll gabady) L)
dals (JSS Al Gigyhlly clelhadll e ol IS8 550 Cisw sai 3 JlaaY) o) L)
lllly (ayad) (Ao Llag) dba®) g lall and Jigie 2 aalud)  Jlaal) Aaall i) sai 35S0 Lenie
Dladl (b8 o bl 805 ae g LB () doall doa (inall 13gas calaglly pag A Ao
iDle @l 458 o adsiall (e il ((Athanasoglou et al., 2008; Alper and Anbar 2011)

taddioal) 7 dgailly Acal) diagiia

(Panel il clily pladiad (DA e eyl 03] il puslidll zgial) Jlaniad & dadyall Lingie Jiam
Y s iy gedll e 1 lae¥) e B S D) Luell Judldl Capas Sl ¢ Data)
allae ol 51z 3gaill wnat dolee o Slan) dalatll 3 ) soladll aaty duadaiall Classl)
) i) i b Aliadl) i) 885 Aadle (530 oo Aaaly 558 st LY @l Aol # s
zaball saaiall jlaady) pai & dbadddly (OLS) dslall (gial) classall s cilajie o3 kil
Pooled Regression sl jlaai¥) ziga) 1 » 232 (Panel Data) Jsll) <l AawllY)
Random Effects &slsaall clyilil) 735 <Fixed Effects Model dnl «,slall 350 <Model
Al S 13 L aaad JaY #3saill gy Lalaiall dumsiinll ey ehal ae Lty dlalidly ((Model
ohia) alasialy el Jainall slae¥) Gand a3 QA ¢ uldl SLaBY) cOISae (o JShe (§Y 35a
oady ol Jod Ll iy syl 1as Gelad ey Lol ddagpe cUadY) cuilS 1)) Lae (32231 Wooldridg

dliall paeill 8 jLasy) il gy celladdl AN L) dgag adas payils Ally dnjiaal) da il
dadajd by o A ¢ 75 Ay Daedl (ggie o Bl Z3sall Wooldridge Llia) e 0.000 4L eie
SR S A Ll asay e LAS DL @l ol 2 mals sl il e 2ie paall
(Modified-Wald) ,lia] dilas] pasd elya] a8 Gag cdabll 28 #3510 8 (Autocorrelation)
b e laall bl Gl pae e @il () (Heteroskedasticity) oulall (uilas aae &<ia (e Gaail
S pae ACie 35 pre il A axall Ay jlad) iy llady el sl g3 laatY) #isa
e A5 Cre J8l Z3saill LAY e 0.000 dall) Lgie sl pdel) (lé HLasY) gl Wby cdig sl
Sala @l ol by ANVl 5Ll giead) (i) die adall dicajd (ol o3 A (daYl (g5
oand ehal o8 cyudls Al a8zl 8 (heteroskedasticity) guladll aae dlS4e 35ag o LilS
Cross ) salaall Ll [ abadl slaey) <0 sLaxkY Pesaran  CD-test L) dblias)
i e il of (s Ay djieall Lol il sy @l o sectional independence
Ay LaaaY) (giume (o 81z 3gaill LAY (e 0.000 AL lgie gliall pdaill gl SLasY) gl
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slaie) A @llia of 7l A8 A @l M 75 dueal (ggice die axall duajd () 5 Al ¢ /5
coapiaall Alae Y] agag o LS S @llia b ol oaksia

A< aq (Autocorrelation) Ledeal) bls)y) Al Ao capaill o3 duall oda cilily (ailiadl |yl
cross sectional ) yaleall Lol ;¥1/ akaiall slaic¥) 415 g «(Heteroskedasticity) culill uilas axe
e <8 Leae Jalatll g ol 13l5 cdayall A 2 3gaill il dasadas 835290 <ISELS (independence
Gk a3 UKl s2a el Ml candl) a8 Suailly Jaeleal) puadsi 8 50l aae 10 o oSy
PLa e JSLaall 038 0o o3 @lla a8 ST il o Jouanll g dag il o2gy (o5 A i) Ayl
e sil 2l panel-corrected standard error (PCSE) zaadll (g)liadll Waall jam Zisar (ks
Al o3l dualiall g SA dals JSLa lgauaai 540 (Beck and Katz,1995)

1 Agadl) Claalge

e elig bpad) JhaY) e Ay bl A b sl Gasill Al alall 23 gail) Ciagy
r Jal gail) e dahpall z3la il (PCSE) diyh alasied o3 duhll cilily (ailasd

7 — Scorei't = BO + ﬁlCRSi,t + ﬁZROAAi,t + ﬁ3AQi,t + ﬁ4_CARl"t + ﬂSGDPi,t + Eit

sl Cas
c(10eeeennnenns 1) tamall g (6L........ 1) i Badl jhauyl Jic =7 — score;,
ol dad b =

.C.\Lu” LlAtM Salales dl&.'a = ﬁS—ﬁl
c sl Lasll o s = g
:3,.\,3).;"\3\ =l paey zigadll i -4

Lglsl Lls dage iad cuhlia) e Jaall (i) jausitiy (mge ge daxiall jlasi¥) =3slad joaiy cad) U
At i) o Bala Vg heasl clasy) cylad) 3 Alidialy Aahall o3 e daia Y

:uagl slasy)
Olagio Jadi s3gig el o2a o deddinall il yuiiall dieagll lebasdl paile 3 Jsaall muas
odae Jg (B Ciplad) o Ll 385 o( (gpailly Liall pill) Wil Caay e ciajlanal) Lilihatly Gunlial)
58 hagid)l 8 Caypead) el oy Covns (ROAA) Jsal) usio Ao 23lall Lggad oandal) glail
sty Lggant die Lo aa ) Aadfipe (50 s ¢ Aol Laall LS e zaye (g5iue 128 (1.3564)
oedae 53 (b Aplaall Cjlad) anas LS cdilad) cludally daagall (6aY) lalill 8 Cajlad) 2l
Pl clllaa Sl aal) 55 558 A (CAR) JW o) LIS s e 2 Jle Gy oaaldd) sl
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oS Ul (65.2) S Jine Towgia gl LaS(719.0262 ) Lacssiall dad sl s (710.50) 3
Apdls g AulSia) Goess Jatd aldl) slall Gulae o3 Cijlas o sl

Chsiall dagll claal) : 3 Jgan

Variable Obs Mean Min Max Std.Dev
Z-score 610 37.5760 -0.9803 60.0830 26.0286
CR3 610 65.2833 47.2393 88.3220 10.7393
ROAA 610 1.3564 -9.5053 5.5390 1.1295
AQ 610 4.2529 0.0678 37.0867 3.2797
CAR 610 19.0262 6.2300 47.5400 4.8555
GDP 610 2.5333 -8.6853 13.3752 3.8732

A el Cpiial) G ol A8 ghuna

it (s ASaall Bl g5l anaanl Al el el ytiall (o L)V digheas mang 4 a8y Jsaall
Ll bl 3la s die st of oSa Al JSLaR aal (e dudall z3lai 3 e 2SEL (Al
caldll jasiVL dba b 0685 (Multicolinearity) sasiall Llsy¥) eBlelas of ¢uss «(Panel Data)
Al dlidall abll aladiod Gk ge leabus o (Ally dppeadil) hyiiall AU dacilly jusde e IS
A i ) 5350 Lee ccDlabaall & Dyaial Gl eUadY) adocan ) (s35 8 <8l 138 0ld ¢ caladl
bl s oS cus (Berry & Feldman, 1985 ) t-statistc. d las 8ysmaa dady lalaall 818
Laleas cOlelaall Baaall asdll Jasg ofy Jlasd¥l e lelae s 43 s o (Multicolinearity) sasial)
o= (Multicolinearity) sxsiall daall Lali¥) J<ie @llis o) ity el 8 5y al) LN
.(Lee et al., 2013) %80 duall dall Lli ) dad cajslat 13) dyseatil) i yuial)

Variable Zscores CR3 ROAA AQ CAR GDP
Z-score 1
CR3 -0.104™ 1
ROAA 0.247™ 0177 1
AQ -0.307™ 0.0541  -0.468™" 1
CAR 0.154™" -0.0116  0.191™ -0.0212 1
GDP 0.0577 -0.0479  0.288™"  -0.0908"  0.0696 1

*kk

“p<0.05 " p<0.01, " p<0.001 t statistics in parentheses

A o ) ey Las eBppian <Dlelas Ll clynal) o doyresdtll il yaiiall G Tl V) ddgias aass
pdny s Lo 12ag ez dgaill & il piiall paes o Baliall Koy aily Aphacas caced saaxiall dudadll Z80))
Al = 35a8 & (Multicolinearity) aasiall b)Yl S5 agag

) Alaiay) @tu Lﬁmj el

«(Z-score) iyad) JhEuYL dalial Aabeall jlasiy) x3seil dupaill mEll) 5 a8, Jerall (adly
DS Jase aladiad a3 duhall s3a 6 o PCSE ) maadll (glonall Uadll ju0i 7 30w &yl plasinly
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O Jgal Alatll Cajlaall (Z-5C0TE) (A padd) JhnY) o G pad) dudliall 3 e Gaaill (CR3)
I (%0.599) & R-squared Javall sasa dalaal dujuusial) 39l o gibil) coldl Cus ¢ sl gl
OoSa LS (Z-score) Jall L) i el cbasiall of () el Lae Baus pailead zisaill
>t oAl dalse DA (e syt Sy (Z-SCOTE) iymall adll R-square ouls of g ny)
LUS Janay cJsua¥) Bagag cdonlly ¢ Sl Jone 18 Abaially Aliesall Jalsall (aa (e ey Fadkiese
zasail o3a 3 layradi S Y Lkiie dulse @lin ciaa ¢ Jlaa¥) Al il sai Jaseg «JWall )
) BLaYL sl 13l 5o deedlall o I Wald jlad) d8las) i Lead d8layl (la
o dacd) mlal) yaaial) a5l Al @il Sladia s mona U8 83305 dage il

sl Joa Alalall Apylaill Ca)lanll (Z-SCOTE) (dpmaall JHaa)
e ¢ Aylanll Ca)ladll (Z-score) iradl JhEwYly  Brtall Chpatiall ay jpadil) &l Glaty Led
i Yie (gyinag abus (Z-SCOTE) readll Jhin) e (CR3) S Jane dules 5ils of gt
Adliall Galedsl (aSas (535 A ead) SN b3l O () el Les Byl e diell /1 Lilean] AN
peg S Jane L 2wy A Al o a1 ¢ Aplatll Coliaall die HELY] (gime (1o (bl
e Ll Aail o3a B315T ¢ Al BN Cre My malall Joay dlelell £)la) Ci)liaall ddlid)
Dhlae a3 o el (e ¢ agudl (A 8ol Cijlal) i€l ae 4l gl S hEaY) —Audlial A
Dbl (N ga5s Audlaall e 5,08 Y] ddyemd) dadail) o ) o3a laill dgag 2S5 Cun cLghilaa
DS e ] a3 235 A a3 Y 158 ey G Sl o5 Gy il
Jpual Lailan jlalae 83l N daiipall Qal@Y) eV ane 25 3 Ml cpagl o el eV ane )
Joal Lailaal Adlaa) sasal) o ia3 daiipall (8] il anse o) ¢pSlaall HLEAY) Cuas Cijlad)

o bk il ey ddliad) ane g dlaill Cojloadl) Sl 598 5005 a4l Jin 1305 cloga 2o Cajladl)
-(Z-score) radl L)

( PCSE ) 8)aall dulyall  igai cilalea :4 Jgaa

Zscores Coef. St.Err. t- p-value [95% Sig
value Conf Interval]
CR3 -31 108  -2.86 .004 -.522 -098  ***
ROAA 718 482 1.49 137 -.228 1.663
AQ -.801 33 -243 .015 -1.449 -.154 **
CAR 925 148 6.26 0 .636 1214  ***
GDP 269 .095 2.82 .005 .082 456
Constant  45.314 8.6 5.27 0 28459  62.169 « ***
Mean dependent var 37.576  SD dependent var 26.029
R-squared 0.599 Number of obs 610
Chi-square 79.166 Prob > chi2 0.000

% n< 01, ** p<.05, * p<.1

Joua) Jassio Ao 23lall Jane of bl iy (hl oba zilas & Aailall clpially ey Lo
) Ailan] AN 5 5 Oy ol HED Al L) S e Cipad 5,338 10a3 (ROAA)
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O 535 sl kel dile @l aae e Cijladll g a5 ) dasdl) G e 1345 ((Z-SCOTE) (b yaal

el Gladgall ae dnlagY) daiil) oda 15T <lgradlug L))yt
S Al o Gl yelsi adsie sa LSy cdadgiall duladl 5LaY) Liad (AQ) sl 535n sdise dan
adlay bl 5 Ll e w5 Gaagal lea] (M sfinial) g il s e Al Cilad) Ly Jii
G 2ie Lilas) aga 5 b Jyea) 839n sdise A1 O g S8l cplad) i 8 Ll dais
A @)y Ll Al Aiiay Al ) dail el Sass o(Z-5C0TE) (Arad) i) Ao /5 dgiae
Sy o)) e JIE Wyons s Jsad) 33 o3V Cun g0 Vs Toud Cipadll (IS giniall (g 53

DY) (e 71 ddlas) AV (g5 2o (gpinay Sl Ll 4l (CAR) Jlall ) 40U Julas
e Al Calad) o Y &haaNls JLa) Guly G Alad) A i ((Z-SCore) i yad)
Y Ll Y1 Gajladl) o duad) L) oy @3 liadl of z ma) Sa @l ol e g

)i

dgins (gine ie Aflias) daaal 535 o) b Al (GDP) gasiall s Asall bl gai o)l ¢]pd]
O gl (8 ial) Jlea) Asall mlll et dseal iy 1385 ((Z-SCOME) (b yadll HhEun) e 75
Glsn «Jsall Laloa®¥) duald )Ny slad) saga Ml copiialy M) slUailly L) ilosassal) elol (gise
Adinl Ciladgill e dulady) daiill o2
DAY -5
el Gl bl Ao dudliall a3l 581 (e el sl Ba e Ayl 23a coals
23 Alsie Jib by o dahall e Uil Cuilall a el a8y ¢ oadal) abanll Galas Jso 8 ALalal)
—2011) 5l P 2yl o dabliall L0l 3sY) Goul & layte WylaS Bjeas 61 (e lgle Jsuasl
¢l 038 3 wlidll (PCSE) ke Gkt Gyl e asiall dadl) jlassy) dlas pladials (2020
(CR3) 38l (g5iae Jars aladin) 239 cdylaill Cijleadl hinul (wldl (Z-SCOre) rdge alasiul oty
LAY i yeadl) dudliall Jiad Cijladll Joa) Ja) o 35 L€ Cijlas D5 ST duy Gulial)
U ) 1Sy ((AQ) Jsa¥) 53525 «(ROAA) dons)ll yige b Abiaially daluall ol piiall elly )
Db A )31 (GDP) Jaa) adl malil) Jaeas (elaall (slad¥) 5ailly «(CAR)
Ayl Gylad)

e A S Ly (ulid) (CR3) 3l (ggiesal (il (gyine 53 25a s () il coald Gua
el daaallyy ¢(Z-sc0re) Aplaill cijlaad) Jhiial Ao chliaall Jya¥) Jla) e 35 G
gl Ay Jidall (AQ) Jsaal) 535 sisal Al (goine i 255 Al 038 zigas & Alalial)
oy AUS delae (griia ABS ((Z-5C0TE) Aplaill Cijluad) Jhiad Ao Gagyall Jlas) ) 8wl
dglas) daal 535 e il Lagd (GDP) il Jlaa) Asall bl gai Jases (CAR) JLal

Ayl Glad) hiay

Gy ilaall aslany oLaay) 535 e ssuall Tty st Ausyhall gl cilems 3l i) e ey
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sl Adsall juladll ¢ Laly (8 )caal) ALY Basa (pwaly Al L8)-3Y) Lliadll agd 5305 Leale
el ciiandl i ) pimy Ll cuind Uiy dubpemd) Y il il uben Jie Cislead
b ol Ayl lerall 5uas e Badling 3LS AT Adle 3l oLy 8 laSaY) 2 e
caallSall (madn e Jaxd o Adliadl (e Bala ol (AN Bana Blas dsda e as3 ) il
b ey U e S Gy 3 L el emiall o Tangl LS ¢lgads ) Cileaal) e
Dbl e gy A1 aly dddlial e Cpnd) 5385 ml) Glalss (Ao anls il aly JWI )

cgimaal) zLeai¥] ganding 45y e Jaall g
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