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The Relationship Between Liquidity Risk and Profitability in
the Commercial Banks Listed in Amman Stock Exchange

Abedalrazzak K. Al-Shehadeh , Ghaleb A. El Refae @, Amer M. Qasim ©®

) College of Business, Al Zaytoonah University of Jordan, Jordan
M abdulrazzaqsh@zuj.edu.jo

@) College of Business, Al Ain University, UAE

Abstract

This study aimed to evolve the relationship between liquidity risk and the profitability among
commercial banks (n=16) listed on the Amman Stock Exchange. The evolution was based on
the annual reports from 2010 to 2019. A suitable multiple regression model was used to achieve
this goal, which indicated no statistically significant relationship between the liquidity risk
indicators and the majority of profitability indicators. However, the Cash Reserve Ratio (CRR)
index was statistically significant with the Utilization Ratio (UR). Additionally, there was a
statistically significant relationship between the return on equity and the legal reserve ratios and
the funds’ investment. This study recommends raising the awareness of the relationship between
the indicators of liquidity risk and profitability among the financial policy planer in Jordanian
commercial banks because the maintained level of liquidity will undoubtedly affect the volume
of investments in banks. Thus, influencing the bank market value by increasing the share on the
stock exchange.
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0.104- 0.121 -0.174 0.062-
Correlation RCB
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pg—d)
Sig T B aged) Ao dilal) Jara

0.0321 1.2458 3.458 (Constant)
0.714 -0.541 -5.365 RCB
0.621 -0.421 -4.541 RLR
0.865 0.454 1.215 RLL
0.654 0.546 0.954 RIM
0.852 -0.745 -1.621 RPL
-0.172 Adjusted R Square 0.165 R

0.0745 Sig

(20.050)5 siase 2o &g sinn Aoan] A3 2m 53

pre (i s cagad) e el Jame s A el H i O ydige o 48D o30ef (5) oy Jsaadl sy s
OY pemdl (e 2 ilal) Jara aal joriall 5 (A sl dalie <l i ) Al el Ol el (4 A8e d5a g
e aa () Ldmia (A2 k) das ge Lagin 28300 (5 (0,05 Yo ST (25 (0.0745) VAl A gina (5 5inna
25 (-0.172%)1a ke Al A o il i) e Jiasal) oaiall Bl p¥) Jdlaad il 558

Lag giddmindy

Sl e dilad) Java g Al gaad) jhalda Cuf piige Gy ABMal) Al Al (T-Test) s Bl Y Jalas (6) a2y J i

Sig T B by S diladl Jara

0.000 8.652 0.147 (Constant)

0.421 -1.315 -0.314 RCB

0.325 -1.421 -0.105 RLR

0.154 1.326 0.087 RLL

0.867 0.054 0.004 RIM

0.563 -0.687 -0.008 RPL

0.034 Adjusted R Square 0.257 R

0.321 Sig

(20.0500)c s die 4 gina Anilian] Ally aa i *
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-
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-

LSty
Sig T B Lstal) ggia o ailall Jna
0.006 3.045 1.045 (Constant)
0.326 -1.401 -4.542 RCB
0.108 -1.415 -3.721 RLR
0.324 1.002 1.405 RLL
0.507 0.620 0.087 RIM
0.217 1.306 0.365 RPL
0.138 Adjusted R Square 0.428 R
0.621 Sig

(20.0500)cs sine die 4 gina dailian] Ally 2a g3 %

Ot Can ALl (358 e ailad) Jama 5 A gl S lalie <l i o A8 o30e | (7)) ad Jsaall aia s
e 1ilal) Jame a5 el 5 (Al A gyl el Ol 5 5 ) Al aaal) il el G A8 dgagare
(k) A 3o Laghn A8l (5 ¢(0.05 Yoo =1 25 (0.621) A0V A gins (5 5 oY 8Ll 558
(0.138%) L lsia Ao o s (b alill i) (o Jianall el LU y¥) Jalaal 58l 358 (f 5 ¢ddinia

Lo s didstadiu as

il o adladl Jara g Al gaaad) shaldia Cl yiige (o ABMad) Al jal (T-Test)s Bl Y1 Jalaa (8) a2, J i

Sig T B adlagl) Ao ailal) Jaza
0.100 1.560 8.264 (Constant)
0.249 -1.006 -41.254 RCB
0.061 1.006 49.456 RLR
0.129 -1.454 -24.005 RLL
0.564 -0.623 -0.064 RIM
0.354 0.953 3.174 RPL
0.049 Adjusted R Square 0.487 R

0.291 Sig

(20.0500)c sinse die 4 gina Ailian] A1y aa g5 ¥

pre G ¢ adhagll o 2l Jase 5 A gl S lalae <l S o A8 o3| (8) ady Jsaall sy
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858 Ol 5 Al (A 4k) dm s Lagin 43311 (15 ¢(0.05 Yoo ST 525 (0.291) AV & sina (5 siasa Y
Lipa L 2 5 (0.049% )18 e A go s 8wl yopniiall e Jisad) psiall Lol )W) Jalaad il
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