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o ABSTRACT 0O

The research aimed to show the impact of credit risk and liquidity risk, and their
interaction on financial performance. To achieve that, an applied study was conducted
on banks listed on the Damascus Securities Exchange. The sample consisted of eleven
banks, excluding Islamic banks due to the lack of data necessary for calculating the
liquidity ratio. Data were collected from the annual financial reports of the Damascus
Securities Exchange website from 2013-2023. The dependent variable was measured
using the return on equity, credit risk using the loan loss provision ratio, and liquidity
risk using the ratio of total loans to total deposits.

The researcher used the quantitative analytical method, and applied panel data
regression models based on PMG/ARDL to estimate the first and second research
models, in the Eviews13 program. The research concluded that there is a statistically
significant positive impact of liquidity risk on financial performance in long term, while
it becomes negative in short term. Credit risk had a significant negative impact on
financial performance. And there was a significant negative interaction between credit
risk and liquidity risk on banks' financial performance. When the interaction variable is
introduced in model, the impact of credit risk on financial performance became positive,
and the positive impact of liquidity risk on financial performance decreased.
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:AdiBlial)y gilil
dlaal) Ayl

gl e slieYU (Panel Data) dsshid) dnoll cllall gl zdger aladia) &
Clidy i) Cilad gl HlEl e Gadl 4l Gl e Jpeaall 55 (PMG/ARDL
Sld lacate fa cibia Al chaidly @l s LS Gsia e sl Cadl cyte
sl A gl lea) Ay ¢ gyl
Lhagh cilslasy)
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gl el Aybeagl) s Laay) (1) Jsaad

ROE LLP LIQ LLP™LIQ
Mean 24.22459 23.07611 43.38045 1090.796
Median 21.90233 22.09972 34.64202 731.0227
Maximum 83.89552 69.56320 212.7962 5361.025
Minimum -206.6121 0.682598 2.831701 11.39841
Std. Dev. 38.94041 13.36435 32.92826 1089.668
Skewness -2.170060 0.401171 1.846674 1.459890
Kurtosis 13.61177 2.734055 8.249682 4.898636
Jarque-Bera 662.7082 3.602170 207.7165 61.15508
Probability 0.000000 0.165120 0.000000 0.000000
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Cross— Section Dependence iall 3 ahial) Lig )Y
&) oY) 13 Jalad (535 Y maall Panel Data zige s dal e JERY) g Alall
Ciangs il (g Y ol adie blg)) Gla OIS o) Aipe ADA e o Aigige ey Alliae cilalisid
lguamy po Alafiye Aol 3yl (il 8 (Copliadd) L) Zdbidd) claagl 56 Laie ekl gy

candll
abaiall Bla ¥ gl (2) Jsaad)
Null hypothesis: No cross_ section dependence (correlation)
ROE LLP LIQ LLP*LIQ
Test statistic Prob statistic prob statistic prob statistic prob
Pesaran 19.19587 0,000 14.08007 0.000 3.909303 | 0.000
CD
Preusch- 127,6655 0.000
Pagan LM
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(Unit Root Tests saagll jia JLadl) cfpsiall 4 )0 Lad)
AalaBY) O (e desana ehaY Uags bal 8)fiun e o 83iue dludidl ulS 13 Lo ot day
e sangll a5l aadid Y ol e Lol ALulud) al€ 1Y) Lo apsilsasgll s laad el 21 3
oaay) A e alae¥L unit root tests with cross-sectional dependence aladdll L)Yl
LWL &)y e oSTD ¢ il
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Panel unit root tests with cross-sectional dependence: Pesaran_ CIPS
CIPS unit root test
Null hypothesis: Unit Root

ROE LIQ LLP LLP*LIQ
Test t-test p-value t-test p-value t-test p-value t-test p-
value
CIPS 0.000 >0.10 -5.69590 <0.01 -0.39877 >0.10 0.00000 >0.10

Eviews 13 malip e alae Yl ¢alll dlae) o i jradll

P-value < Adlaa¥l dadll G 3) %5 Lisiea (g5 die jise LIQ uiie & (3) Jsaall mlasy
Lsine gsine N (gl (& e il 134 Ol ALl L) Jiiiy aaall Gaj =iy JUlL 5%
%5

LILaaY) dadll G Y %5 dsine gsiwe die dygima e LLP, ROE, LLP*LIQ «ywid) Wl
Gl e LY sale s asiis (ssimall (8 8ae e cibrial) Gl paall Bm b Jis Jlls %5 e S

)
J3¥ Gl sis LLP, ROE,LLP*LIQ cysiall sasgh) jda Lol gilis (4) Jsaad)
Panel unit root tests with cross-sectional dependence: Pesaran_ CIPS
CIPS unit root test
Null hypothesis: Unit Root
ROE LLP LLP*LIQ

t-test p-value t-test p-value t-test p-value

CIPS -4.76117 <0.01 -4.01754 <0.01 -5.13110 <0.01

Eviews 13 zaliy le aldeYh Eald) slae) oo 1 juadl
P- & 3 %5 dysine (ssise die Agine LLP*LIQs ROES LLP cysiall of (4) Jsaadl ek
@l vie Bie clandl Gl Al duaydll Jisg gl (mall (min by %5 e Jivalue

J)

Aaidlal) g Hadl) s
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PMG/ dejsall clelladd Al jlaad¥) zisel aladind Jlady clegl€ (e e of J3Y) @l e
.[43] ARDL-Pooled Mean Group/ AR Distributed Lag Models
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Luhal) zdlai cimags (5) Jgaad)

AN g 3gail Js¥! sl
Dependent Variable: D(ROE) Dependent Variable: D(ROE)
Method: ARDL Method: ARDL
Sample: 2014-2023 Sample: 2015 2023
Included observations: 110 Included observations: 99
Number of cross-sections: 11 Number of cross-sections: 11
Dependent lags: 2 (Automatic) Dependent lags: 2 (Automatic)

Automatic-lag linear regressors (1 max. lags): Automatic-lag linear regressors (2 max. lags): LLP
LLP LIQ LLP*LIQ LIQ

Deterministics: Unrestricted constant and no trend
Deterministics: no constant and no trend (Case 1) (Case 3)

Model selection method: Akaike info criterion Model selection method: Akaike info criterion

(AIC) (AIC)
Number of models evaluated: 16 Number of models evaluated: 18
Selected models: PMG(1,0,0,0) Selected model: PMG(2,2,1)

Eviews 13 galin Ao alaie¥lh daldl dae) (i jaall

okl 2 PMG/ ARDL Las 4l é cpertiivadl) 3By J¥) Guadsaill G (5) Jsanll ela
clellay) sl @ S zisally 2 aldl) el 2 Alid) il J3Y) z3sall 3 clelagy)
elys ol o JSU eany ¥ Aal) aaay Dgie lld) 058 a2 il purially 1 Al il ppiiall
Slea) @ialys 2023-2014 o AU Z3gailly 2023-2015 (o Jo¥) zisall dlall Cmpal Gy e
Trend olai¥) pe Js¥) zagalll 5 23 . SE 2 35aill 328Lia 110 ¢J3Y) z3saill 520l 99 laalial)
ool (55 adall we zdgall) i 25 UM %5 e Ji Alaia V) Al il Eum digine axe il oy
2 3 Akaike cleglae e o alaeYU zisall las) @ 43 uiys .Constant and no trend
IV z3saill cUnd¥) (g dad i Boa 3 Zhsall HLaaY cilelal) 2o s 73501 18 G Alalidly
o aiygins aae elal (815 olatly adal aag olatY) ae AU Z3salll i 2 PMG (2,2,1) sps5 3l
zasaill JUEA 255 n0 constant and no trend sladl sag adald ¢sas oy 25 SN ek galipdl el
Gl B SN sl HLEAY zisal 16 op Alalidly H6 3 Akaike Glestie splae e dis YU
PMG (1,0,0,0) sa5 e Uad¥l e dad J&I 38
Bounds Test agaall jLasl

FosS of s daglilly dld) cpsial) o Jal) dlgh 0le iy (e KB agaal) lidly o5
10.92 Lypundll F e caly JsY) z3gaill Zually c2g0al) HUAAL ALY A0 gaall F ge ST 4 susndll
35all dad ga ST g anid agaall sl (6) Jsaad) (e %5 Aigine s5iee die gl dad aa Led)li
3 ) G pdl) Jiig paal) (s by Ml 4.85 (50l il Ala dad e Sl 5,47 Ulal)
Wl e dalea G (7) Jsand) (e iy LS . alilly Aliiall cihriall G Jashall Jal) 8 2Dle
s o %5 e Jil a5 Prob 0% Ldlaa¥l dedll caly i gsinas ~0.80 il COINTEQ
Ad) i) G Ja) Ak Be ) Jpeasll el a1 b (b)) oUaadl e
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Gl B108 & icw Aoyl sdas () oY) il il (Wadl hlie olad) i)
el e ADle ) el pueaill Ja¥1 b clihady) il Ly A ) dalay Akt el i)
skl Ja) 3 g paall @yl o ADke @llia of Jyshll Jal) 8 ool

Bounds Test ygaall jLid) (6) Jgadl

Null hypothesis: No levels relationship

Bounds Critical Values

Bz dgall JsY) zasadl
5% 5%

F-statistic F-statistic

30 -1.000 30 5.473

Asymptotic 3.630 Asymptotic 4.850

Eviews 13 malip Y 2wl nlll dac) o jaadll
sl LAl e dganl) ded ae dedl) o3 (i (.51 G z3saill dyguall F i calyy

dgas ade g dsmg s old Alls Ll b . cpaall o W a0y %5 dygine g5t 2ie ((6) Jsaall)
yisas Uadll smaal Jalee Gl cpaall (g Lgundd) Foded 00 Laaiad (Jyshall Jal) 8 ddle
Jushall Ja¥) & 580 cildes (8) Jsaad) (e 2038 . Jyshall Ja¥1 3 4D o o asll a5l (i
dadl) iy G gsinay —0.71 Gl COINTEQ ladll mosai dalee & ¢ S zagall jpsills
s ol clsial cm Ja¥) Agk ABle 3say hagpd e a5 %5 e B a5 Prob 0% agdlaay)
Al hysial g dal) Ak Al ) Jpasll jpaill JaV1 8 (lhadyl) ¢Uaidl momass
Al oy S el Aliid) chiadl G gl %71 o diam dejud) sdag o Jl) oY) ) il
Al ol (Joshall Ja¥) & ) i) ge ADle ) Jpasll jpaill Ja¥) b clilaiy) mmatl Ly
skl Ja¥) gl clpsial op dDle
Y1 7z dsall) geilis Addlia

oY) G A e Sy caolilly Alkiuall i) o JaY) Alsh ADle agag e XU ey
sie AL Ggia o silall Jirae 3 gl iled cilialade Lol olu 1 aas (7) dsaadl e dashall
SV 35 aals sang latay gl iled Glaade du 85045 JS O T %5 Ailas) AVA (g5
AV g T ang ol AN A i) g ML 0.65 laie ASLll Gia e dlall Joaa & paliadl
La Y15 A0l (3hsOU (Bied Boms (o Aayall Aplaill Cojliaall Il 2181 3 Lty lalad dlias)
oy D s [8] Al dnis e caliads [12] [14] [15] coludpal) ilis g dniiill o34 (3ifis . obus
saly O LS Anald) gl DA dyysm gidle Al A Jl 8 Lald ol ge oy fiaial) Lo 5205
Ly say oaledVl Jaal) ila o 5 dedgiall dolady) laal)l Jilie 1S (oglladll cilaladdl)
(laadll o dimg i) dpadail) 308l Casy (ROE (aliasl iy ASL Gsia o 2l Al
sy S W ) il e O hlaall daasall Jsad) 33l ) ¥ Gl (A Coad) s
AL gia e ailall alass) ) gnae (JA ila b Auliie 5ol Ly o1 13) (<15 ALl dadl)
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nally Jushal) Jal¥) B J5Y) zisadll LAl cilalaa (7) Jgand
Variable Coefficient t-Statistic Std. Error Prob.

Long-run (Pooled) Coefficients

LLP -0.652778 -10.81469 0.060360 0.0000
LIQ 0.800851 23.52741 0.034039 0.0000
Short-run (Mean-Group) Coefficients
COINTEQ -1.087267 -4.500427 0.241592 0.0000
D(ROE(-1)) 0.309101 1.831150 0.168802 0.0703
D(LLP) 1.089932 1.341613 0.812404 0.1830
D(LLP(-1)) 0.912554 0.824452 1.106861 0.4118
D(LIQ) -1.916434 -4.076877 0.470074 0.0001
C 1.138390 9.200006 10.47320 0.2579
Log- -393.4436
Likelihood:

E-views 13 gualin clajia : juaall

AV e die ACL) Gia o dilell Jine D) Al sy 51 agay (7) dsaadl e iy LS
Gt o il Jhee 5Ly ) o358 saals basy laiey Algaual) G 5aly JS T Gl %5 dglas)
V) G W) lalid Aflas) ANS 2 T aag f A Ll S5 s 0.80 iy dSL
[11] Al e iy . olag) L S0 W) 3hOU (Bas GBsm b Aapaal dpladll Cajladll L)
sblad o are o le o ) cllag ) [9] [10] [12] [15] coluhydll mili ae calias,
O Allasy Asadl lalie jang 5eliSy anilyy Calag Cipad) Gl clld Ly L W) eIV b Al
Jal Gp Gl dling 4418 gy Jating WS ASL goa o ailall Jhae (lmgs a3 Laysill
LI5ll5 g Al (Blaai)

sinay ol A A gia o Nl 8 Agadl Dol JaY1 el ) o aas (7)) Jsaad) e
ol 0 S ey BlaY) Cojlead) o J3l Lt Il 3) dpalanill 3l a3 s (S
Gl aeliSy (mg i ) @lasl Jigsiy Cijlaall ol8 aie e ol ag 30 DA sl dlle AL
O bad) G e s cCpliadll dagy G ) 535 Lae wdlagl A5 (e Ji Gl Y il
W spad 3oy Adagiyall Hiludlly il pad) &Y Calles ) 138 maayy Apaleai@ ] oyl sy (gl BY)
Voo (Uil yac By Joh) ot Q1 Ty 2 lind lubaad) o3a e LY ek clgipnn 358 8
o8 Aabed) Cnat 13 Jighall JaY) 8 Tila) T racans apndd ZSLI Ggin o il o Wla ey
1 UGN 7 igall) milis Azblia

side 11 (8) Jsaad) e an ¢hadlilly Aliisall il G JaY) Aliske Ake 3gag e S 2ay
olay) Jhlad Jelal) 51 Jiy) ve %101 Lulads Gyine gaal lat¥) iled cilialada G
345 . Jumiie zhgad g olaV) 3 Shlaall Al vie Ul ol 0 o amy czdseill 3 Agpudl jlalieg
Al Apad) <y Cijlaals (Algad) (ssie e ading bysl G Ay daal) a5 clialadd) G i Y
S oS O A Lealy)l liay Lae Jlisad i (930 liine iladl 5] clalada (35S JaaTh 38
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dgan ¢Oladdis ¢ jgaaia Cipladl L) e1aY) gl jlaliag GltY) hlae gp Jelall i

by IS (pe bty A ey painall 85 ey Galaa Usiad (et daiipall ilaladall & Cass
Gsin e alall Jiaa b Ulay) (et Ui giall el adiiggg pgaad) e aadll Jiaa (midsy 3 Jlall
Syaiaall LY el e 4L

sl Jughal) Jal¥) B U zisaill 5L Cilalea (8) Jgaad)

Wariable Coefficient Std. Errar f-Statistic Prab.

Long-run {(Pooled) Coefficients

LLF 1.019907 0.247726 4117078 0.0001
LIcy 0.686693 0.229676 2.989835 0.0035
LLP_LIC -0.024895 0.009079  -2.753067 0.0069

Short-run (Mean-Group) Coefficients

COINTEQ -0.713073 0.052461  -13.59245 0.0000

Log-Likelihood: -540.5012

E-views 13 gualin clajia : juaall

zisall b ade OIS e %0.68 muald Apndl Jlalid Slay) 59 e JB delal) Jalee ¢ LS

el e il A0 13 oK1y KL gia e dlall (e clead Algadl lalie of iy 13ay Juaiid)
Algiy (gl il Slalaie gl Gh dagill sl i (Sayy callad) Jelal) Jalas Gapy LLP
O LS e g b Al Al e salial) e Lol (e any Lae cCipbadd] ebanll Jl) )
e Al () alsa Joa (53] Apla) Hlalise (10 Al Alle Glaiada o6& laiay (53l) Capadll
Lhse 5 s (al@Y) b aaans Y

A O ixg @iy (=0.02) %5 dysins s die gsinas b Jeliil) dalea & (8) Jsaall i LS
B O LS e loae 500Ul it dad lee legSar ¥ oS0 dilea A clialadadl) Jae Jad d sl
AN )l S s . Lgidled Al gud) S8 daiipe iliaiadall CulS 136 GAEK e laasgl Al
Cojbadl W elaY) 8 Al jhliey olady) jhlie gp Aol Al e ANs 23 5 asan
12] [13] clahall g cobuhall o3zl 3y ¢ oabus 5V 1305 301 (3h00 (3ed gms 8 Aoyl
A pall 35l gz el AeDla o Kl Epmp il LERYL s g dadl) Baga (e asLl)
S LU s

O Al ) WSS ¢l el Tan digme AC 4912 il V1 a8 G 1aa3 (10) (9) oalsandl e
250.2 08 il oda ST G iy cCama Bl G jiall e dadll il WSy o8 balayV) S 1
L)) aag ¥ s cidayi¥1 Jals dapall ol e o ol G JKEY) (i WS das Cam Lalg))

0D G gail) a1
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Jo¥) Zasaill Bledl S0 Jala¥) @il (9) Jsaadl
Sample (adjusted): 2015 2023

Included observations: 99 after adjustments
Autocarrelation Fartial Carrelation AC

1 0.077
2 -0203 -
3 0022
4 0157 -
5 -0

I I
I I
I I I I
I I
I I 218 -

E-views 13 gelis Cls a1 sl

A 7 dgaill Blsall SN Sl ) @il (10) Jgaad)
Sample (adjusted); 2014 2023
Included observations: 110 after adjustments

Autocorrelation Fartial Correlation AL
I [ I I 1 0.043
[ I 2 -0.267 -
I | I I 3 -0.046 -
I [ I I 4 0.082
I [ I I 5 0.042

E-views 13 gl clajia 1 juaall

(Bld) B adaial) Bl )

G I zdsaill cuhlia¥) dlle (pe (s ¢ ol 3 adaial) Tl V1 it (11) Jsand) (e Jaadls
SO 23 gaill dpally W Lz dgaill 13g] Al & addie Ll aasy Y gl ¢ %5 e ST Alaal) 4l
cBlsd) 8 oxdaie Tyl dgms lLEAY) apead ALY alll e iy

Aol L akiiall LU @il (11) Jgaad

Series: RESID
Null hypothesis: No cross_ section dependence (correlation)
B gz dgall Js¥) zsalt
test statistic prob statistic prob
Pesaran 16.62576 0,0000 4.443205 0.0000
CD
Preusch- 306.6334 0,0000 74.63011 0.0402
Pagan
LM
Pesaran 23.99231 0,0000 1.871658 0.0613
scaled
LM
Bias- 23.38120 0,0000 1.184158 0.2364
corrected
scale LM
E-views 13 gualin lo slais¥l dald) die) o : jsaal)
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Z dsalll Bles Ay i)

oap gy gl prob=0.000< 5% is laa) dglasy dlaa¥) dadll o may (12) Jsall e
(13) Jsaadl ey - 3all I3V z3saill yfinn ol Al G ) s (53 Jadl (il Jing p2al)
Gl Alude b dasll iy asall by ULy %5 e Ji B 2 3saill AdlaaY) dall G oy
Al Cpadle el cpadgaill Ml L sginal e S 23 5all

JoY) asadll Bley 40 sl @il (12) a8y Jsaad)
Null Hypothesis: Unit root (individual unit root process)
Series: RESIDO7
Sample: 2013 2023

. Method Statistic Prob
PP - Fisher Chi- 86.4559 0.0000
square
PP - Choi Z-stat -6.22395 0.0000

E-views 13 zualiy cila e juaall

g.a'L"d\ GS}J\ ué‘}' :\.u\ji’.'w‘ okaal C.ut'u (13) 3'5) Jeaadl
Panel unit root tests with cross-sectional dependence: Pesaran_ CIPS
Series: RESID05
CIPS unit root test
Null hypothesis: Unit Root

t-test p-value
CIPS -2.82342 <0.05
Eviews 13 galiy o alaie¥l dald) s ga : juaall

:Gluagilly claliiiuy)

A il ) Guasil) a3 dleal) Aapll o 3Ly

(i G o dapad) Aplaill Cijladl W oY) 8 Algdl Hhlaad g AN 53 1 aag ]
s By antlay gy Copmdl) O D i Sy - dushall 2V 8 ol ey Al 30
Cipadl G LS ASL) gin o dilall Jhee ey @llhyg Dag )l 3 Jappill (y50 Allady Al gl jlalie
gl gl lasiul Jal g il lling L8S Al gpuny Jading

(e (3sm A Aaaall Aplaill Cijbadl JW elaY) & Glady) Sl dygiee AN 0 aag 2
bl Qi WS Gglhd) clalasal saly G lld s (Saps ol 5V 18y L) Gy
3580 Gy ALl s o dlal) (meas s paliai¥l Jaal) e e fig dadgiall 4]
¢ hladl daspall Jeal) 32h) ) (535 (Rl (2 Cipad) musi (laall e Ay il dpelal
S i JAall il b daliie 52l Lty o) 13) (ST ALl il 5ol ey JWl Guly il pa
AW Ggia e ailall jaliss)
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Cijlaall W) 6181 38 Agpd) Hlalias laty) jhlae o Lol 2000 4ysiee ANy 53 i a5 .3
claladad) Jae dad Assadl das G 6l - ola 1 a5 Rl 3 (38a3 (o (3 Aaaall Ayl
ClS 13l (S e Lol Agad) A G LS Lie Loae 3500 i i e LagiSay Y o) diglen 43S
Ngidlad A gudl 088 dadiye Cliaradidl)

G e Y Vs oz dsaill & Jelall e Js) vie e JW) el 8 laty) skl § muay 4
Jaati 38 Adlall Algend) 3 Gojliaalls cdlgand) (ggine o adiny Lyl G do ciayll a5 cilaladdl)
O s sl OpS IS8 A Lealil ey Laa isad Jaia (50 Alifise ildl 5] cilialade (S
Vao JU) (uly 405 (pa (b A Y ¢ paiinnall 485 miay Gnnlae Unind (uSat adiyal) cilialadll
Satiaall LY i) e ASL (ga e alall Jhee b Llay) oSy

gl Gl ey it (Kayy ozdsaill b Jelal) e Ji) die Agudl hlaal ay) B (aiy .5
Oe 33l o L (e any bae ccpliaall edanll J () dllging (gl Ll clalade
Dbl e il ddle Glaate i€l jhumy @Al Gl G LS e alg 8 Al Al
Llse S @Al paliY) 4 aadin Y sake Agis ) ailsae J5am (3200 Al

GO Blied (s & Aapaall Aplaall Cojladll Il ¢1aY) 8 gl Hhalaal iy gsine i g .6
Lol Cojlaall (o J3l Aiad (e 3) Aalatill 3pal) Cansy G i (K ¢ il JaY1 3 4L
) @lasl Jasats CGolaad) old axe cass o logy 30 DS 5258l dlle ABLA) S (go 5308 LS,
Gy ) cCpladl) Gmyy Ciaa ) (o Lae @dlagll S5 e JiT Gl @) dilse G T iy (a8
Aol Cagyhall i (@Y e Cjladl) Caga

torh Loy ) 13 gy ad La ) ol

cildll FRS 9 Ll sl daey sl leall) dpedailly Zyalaall colllaiall Galay o501 1
(b

iy oY) syuad flagll e dajial) slaie¥l axes dysaill jalas gusiiy (lal) mie yulaa o3 .2
P Gas (@l ) Gagsdll A o)) wilagl calag DA e Bpbadll Ji e saill G5 zasa
(o=l iled ciliaade Lo (mid) ol sap e Lalial)

Sl eI 8 gl jhliey oY) Shlie gn Y1 Jss AlEd) Sl e 2l el W3
cnll 13 =3 ae g le s lyiall aaead AT Cilige aladiuly Cjladll
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