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The Analysis of Non-Performing Loans and the
Implications on Profitability of

Traditional Private Banks
An Application on the Syrian Traditional Private
Banking System

Zulfigar Hassan Daaboul

Abstract

The aims of this research is to analyze non-performing loans in
traditional private Syrian banks and test their impact on the
performance of these banks during the time period extending from
the first quarter of 2011 until the third quarter of 2019. To achieve
the objectives of the research, each of: Non-Performing loans as
independent variable, net direct non-performing loans to total assets,
capital adequacy ratio, bank size, and net loans to total deposits as
control variables, and revenue on assets, earning per share to measure
profitability, as dependent variables that measures banking
profitability.

To test the research hypotheses, time series stability testing was
implemented using unit root test, then Haussman test was
implemented to determine the best model for hypothesis testing
(Random Effects Model, and Fixed Effects Model).

*A master degree holder in banking and finance from the Higher Institute of
Business Administration.
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The findings of the research can be summarized as follows: no
significance impact of NPL (non-performing loans) into EPS (earning
per share), nor into ROA (revenue on assets).

The research concluded a series of recommendations, the most
important of which are: reducing investment in fixed assets, switching
to electronic banking, the need for banks to control the volume of
investments in credit facilities, in line with the bank's ability to
manage its risks, and the necessity to Syrian Centeral Bank to
prepare ranking for customers based on trust similar to ranking such
as Modis, Stanard Brose, giving rules to provide loans, and to
measure accurately credit risks, and avoiding probable non-
performing loans.

Keywords: Non-Performing Loans, bank performance, earnings
per share, net income from interest to total assets.

204



2021 & el — (37) Alaall - Apdand g LB o glall (e Al Alna

dardall .1

Cyaially lai¥ ] olat duuln Gpalai®y) cileUadll ST e (8 puaal) g Uadll 2y
B cale J<a Joal) (gl o ol Algall (galaiBY) (ggivaall o o)y Loalaitl)
Aplind) 30 g Uadll 13a o Jlae ) Ly Lgd iy A JSLally cla)Y) gl
Agie il e ATy il by il e J) 4l

g (apam a8 Al plaladdl calayl Labaidy) slall 8 Cajladd) 50 2l aag
lgaal Alat¥) cdlgual) Jilae 8 la)Y daddlall Cojleaall (e taall Caaya Cum
ple b dnallall L yinal doglaiall cugals ) GabY) Lol Lgmald ) el fail)
Gy cdnlai¥l c gaall Adaina 5yla) deal (saa AV sda Cuyelil Eia 2008
dladl Gy 6 Aslad) cOlbgaalls el il

o DS WLl &5 b yemall g Uil (o) daiall pe (gl gounse JU Ny
o ) AEAY) 38 Aadleal Glalll (o daell L 235 (ApesSall ligiosd) Caliie
ALy cDbgatll mie (A ausilly cale U< Gadl g Ul e 5 o Leila
O Apsas (B Alalal) Lalall Cojlaaal) 5las YV 4l ) 38LYL (ald (<8 il
AUCaa) s3a Ao CagBoll Auhl) sl el UL damial) je Gaal) AShe cilas
Agallad Glhuags slag) Ao daall

Aoy AlSia .2

& duhall de Cjleadl) 8 (Ll 5lll) datidll e Ogall (Jlea) dad il
44 M= 2019 ale & Jail ol 038 caalaly Lujis 5Lle 23 Jga 2012 ple

205



Jses e Sl 5 i) Gl i a2 )

sla b cdamidl ye ol Adlea¥) Alall Slcadl SLaY) o Law Laadls
p A el J5leal e D Gl 18

feijlad) dunyy & damiall e ggall S aaeda e

sl eYsleall dia g

fdsay) e il e damdl je el 55 da B

fanlell agaadl oy o daiidl je el S5 da >

) cluag .3
il Laadyl) Laca jil) i Aaahyall A aa Lalansas!
clad) duas) b datiall e eall gsine il aag

PN Ao il Gl il dll 028 (e gk

Jea¥) e dilal) Jane e damidl pe goll (ggine i g =

calsl) agall Lasy o daidl e Gall (gsina A aag =

sl deal .4

Lesgals il aaY) ACa o damial) s Ogal) o Jliel bl sl 50
e eouall et 8 Ayl 03a pgdivs Jllg ALl 53 3 A)gedl Ciyliadll
2011 plad Jo¥1 asl cre dahall 358 PUA Caleaall dansy b sl 038 il £aS
cinll il Lol 2019 alad Gl o)l sg

ddafpall G .5
e ) (S0 Al g

Lopeal Aalal) Aoalal) dygad) Cojladll ool Lgbiaty damiall ye Gl ddy
Al die Cijlead) Ly & el il IS 1Y) Lad

206



2021 & el — (37) Alaall - Apdand g LB o glall (e Al Alna

Ayl Cfyitia .6
sl L Al e i

tJlhall gariall e

) il sl Ay Lgplusia) aig) el dpedy Aulial) daiall ye sl e
(Brlaall dulady) gt lea)

idalal) clpaiadl e

s sl ) Bl e Byl Lalaly) cDlgedl) e o

AW o Al s o

(Cpad) aaa) Joa¥) Jaay andll sujlegll o
2l (N pmgdll s 0

alil) Cfyitiall e

Jyall Jlaa) Lo will) Jaa 0

gl agadl Lm0

du)l) dagia 7

Gsll ACEA (mpe PR (e ¢l sl mgiall gLl aiee Gandl 12a
& sal) o3a AT Ll Lgliby s o3 (g daldd) duysad) Cajleaall dnuiall e
Eviews zaliy aladiul @lldy clgias)

duhal) die g paina .8

Cijlaaall Zuhl) die ciled Laiy cdyguad) Colad) poen dabpll ading Jods
L) Gojlaad) sletia) a3 Grm iy ae 11 larey dialadl el 4 gl

207



Jses e Sl 5 i) Gl i a2 )

Ll JulS Jig aaal Aalall Cijlaall slaiiady ¢lgibaiil dagl COUEAY yla Lalall
Ayl 55 JalS e

L) gy cclibu) s jibas .9
cAallal) BHOU (3ed By gisa o 8piall Ll il (he Al il gen
bl Galasl @lldg 2019 ) 2011 ale e daayl) ol all

dalad) clual —10

1 o\ins (Patwary & Tasneem, 2019) 4wl -1

Impact of Non-Performing Loan on Profitability of Banks in
Bangladesh: A Study from 1997 to 2017

Aadlal) Clad) dayy Ao damdl jue gl DA dulas ) Al céas
Chaiall (e degane Cidagi o3 Al oda 82017 (N 1997 (e Liadll 5y
Joal Bagal (eliae€ Al y Gaall daty JAamy il CGang () Jyaasll
aadall Giela Jase ¢ L) () A0USE il JLall Galy 40U A ¢ yandl
¢ SrSall (o yuaal) ciladaty 33N (g2 ul2eS Provision Maintenance Ratio
Al i€ (ROA) Jsay) e xilalls
bl Gliagi VAR lasty) #34a19 OLS (saeall Glayjall #3548 aladiuby
cbbaall dayy o sl g all ol B 35ag

patwaryTasneem, Impact of Non-Performing Loan on Profitability of Banks in Bangladesh:
A Study from 1997 to 2017, Global Journal of Management and Business Research, Vol.19,
Issue 1, P....

208



2021 & el — (37) Alaall - Apdand g LB o glall (e Al Alna

sl 2(Vinh, 2017) a2
The Impact of Non-Performing Loans on Bank Profitability and
Lending Behavior: Evidence from Vietnam

il e (gall) Aty Aicie Aol yue gall DA ladl ) dabal) ciéaa
Cailag LS ((Jua¥) Ao 2ilall) 8 Aiaie ijlad) dayy e (gl sl )
o) (A Sl Goda Lociy Afidal) dajliall clpiiall (e de sene ddiall s2a
deliall 35 i tsaa¥) s winle gl ¢ Dlaall ilag A gl L ¢S 5al)
cpdatll Jaeay Aad) m3U Jles) ¢ gl 8 sudl danll ¢HHI

2015-2005 o3l 85l Laling Uylas Byema 34 e Al il

sy cgpall Clasall 5 aasiall Ladll Jlaai¥) zisai e JS aladialg
b 580 3sas (ALl Clia s (GMM el Sl iy ciasl) Judbud)
AAalidl) Aplail) Bjlead) dngy Ao Biatall g 2l

3 olsin (Azeem, 2014) 4l -3

Impact of Profitability on Quantum of Non-Performing Loans

DA Ll Ciylead) dasy e syieial) ool 53 Julas ) dadall s
en) ) Aamid) s Osal) At alasiuly @lldg 2012 — 2006 i Liei) 5,5l
s AL Ggia o lally Pyl o Slally cafinial) Giag Al GuliaS g Al
Aayyll GanlieS aalgll gl

2V/inh, Nguyen (2017) "The Impact of Non-Performing Loans on Bank Profitability and
Lending Behavior: Evidence from Vietnam", Journal of Economic Development, VVol. 24,
No.3, P27-44.
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18 Rist & Pizzica, idib, p.52
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Leisly (ggimall (4 Bfiane 3 Lgludis culS (LODE adlasl) Jlaa) ) caldly
Ailian) A0 a9 g o AV Ayl (e ALlSia Ll (6 Jg¥) Gl die il
AN (ggimas «Jo¥) Bl die Siaall ol cgianall (A Byinall elgas Byiinal) Judlall
0.01 o 8l Ldlaa¥) aidll 581 %99

U aadiy clacaydll jLas) —2-5

:(EPS aalsl) aguad) Lin) J oY) Zagaill ol il i —1-2-5

b e Al ) @y il ae il o gan Ul (gytes 5 2 ag
ainleslly Jlal) (ul) AU G (Jga¥) Mlaa] () iaiall e g il L)
ool Ly e (s ) Gy il Dy (Cipaad) aas) Jsaa¥) sy ganlal
2l

Apdayil) & ) Y sasiall addl sy z3sais Glewsls Las) eha) s
Jo¥) zagaill Glawgla JLad) Ao 1(2) Jgaad
Correlated Random Effects - Hausman Test

Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prob.
Cross-section random 2.716287 5 0.7436

Eviews galin Ao slde¥h Eald) e oya 1 jhaal)
58 aalgl) agad) Lmy 3 iel) doesd Abeaie D yudil) clyuiial) S Gald S
I Olansle HLas) dam craldy ALl Sl 23l aladialy Cijladl Gy o0
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SR Ll ompdl) (adyg Alsdal) il 2 dgas Aabiadly B edell (injdll s
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Variable Coefficient Std. Error t-Statistic Prob.

C -307.3962 295.6833 -1.039613 0.2993

NPL -0.516731 0.357483 -1.445473 0.1494

SIZE 14.90707 11.50751 1.295420 0.1962

LODE -0.291505 0.375135 -0.777068 0.4377

LOAS 6.087082 7.027360 0.866198 0.3871

CAR 11.45143 2.039982 5.613495 0.0000
R-squared 0.325650 Mean dependent var 44.10583
Adjusted R-squared 0.239138 S.D. dependent var 117.5764
S.E. of regression 102.5589 Sum squared resid 3197571
F-statistic 3.764210 Durbin-Watson stat 1.776688

Prob(F-statistic) 0.000000

EViews galiy (Ao slaic¥l caldl as) (e 1 jsadll
Ayl Al g e il (3) a8y Giledl Joaad) 8 dapad) Al s
e ek Al
%95 AN (gise e 2algll agadd) Limy o NPL jinll Gl (g J 2ag0Y o
%95 AN (gisas 2lgll agaadl Eimsy e SIZE Ciyeadl) anal (ggine faag ¥ o
%95 AN (g5isas aged) &ny e LODE wilagl ) (gl sl (ggine 5 2agsY 0
Hlanl (A iaie b 5ile dlat) CObgads ila Ll (gyine )5l 2agp Y o
%95 A2 (ggiar 235l aguadl dmy e LOAS JseaY)
Ssises a5l gl Aoy e CARJW () 1S Gasl Cinge (gin Sl 200 @
%99 alya
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Joans La 138 (AL 4] dllaialy aus 055 halaall a5yl of e il
Ler 23l 0 Qalgal) aal s o e edbanll Wi Hldiiad Copendl) clly 8 jlény)
Bylalaall iy aslal) o) LalS) 4leiie) sylalaal oo 4] Gyl 3 (g paical
(gl gl Slenay) e Juayl o Wi

Dl Alaina oy Cipaaall o cins Cipeaall ddle Jlawdy LS 3525 Liads
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bl il sllly JUal Gl A0S G (oY) Jlan] ) yiwiall yoe iag il
Jsma¥) e ailal) e (aagl ) g i) iy (Cipmaall aas) Jyal) oY
Al G o Y aeiall adll stV 2 3saiy Glawsles LR el s
Gl zagalll Glacsle JLIS) :(4)J saad)

Correlated Random Effects - Hausman Test
Test Summary Chi-Sq. Statistic Chi-Sq. d.f. | Prob.
Cross-section random 15.832060 5 0.0073

Eviews galiy Ao alade¥h Ealll sl Ga 1 jsaall

Al il Alpdall Al adsa o Alaliall Glawsla Lad) m3 iy
e b Ayl a8 Ayl Chariall A g 8 Al @il g Al
Jsal) e Sl sa5 z3saill 120 3 Uls adied) duas)l
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Variable Coefficient Std. Error t-Statistic Prob.
C 40.42527 13.49340 2.995930 0.0030
NPL -0.015666 0.016398 -0.955332 0.3402
SIZE -1.467995 0.525265 -2.794769 0.0055
LODE -0.017717 0.017222 -1.028718 0.3044
LOAS -0.427655 0.321260 -1.331179 0.1841
CAR 0.095145 0.065435 1.454043 0.1469
R-squared 0.428640 Mean dependent var 2.715721
Adjusted R-squared 0.356760 S.D. dependent var 5.850312
S.E. of regression 4.692083 Akaike info criterion 6.036841
Sum squared resid 6824.848 Schwarz criterion 6.477747
Log likelihood -1016.447 Hannan-Quinn criter. 6.212337
F-statistic 5.963217 Durbin-Watson stat 0.573231
Prob(F-statistic) 0.000000

Eviews galiy Ao alade¥h Ealll dlae) Ga 1 jsaall
Al a2 3gal i @l (5) ady Giled) dsaall 8 ds ) FElll s
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Ssias Jgay) Ao 2ilall e CARJL uly 20US diaatl (gina il 2agn Y @
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