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In this study, we attempted to determine the extent to which liquidity
management affects the financial performance of Algerian commercial banks, by
presenting the indicators through which financial performance is evaluated, the most
important of which are: profitability ratios, solvency ratios, fund employment ratios,
exploitation ratios, as well as risk-based ratios and modern evaluation indicators, in
addition to the indicators for measuring bank liquidity, which are: legal reserve, cash
balance, general liquidity, legal liquidity, lending rate, as well as risk-based ratios.

We relied on the descriptive analytical method, as it is the appropriate method
for the study. To achieve the study’s objective, we conducted an econometric
modelling of a sample consisting of five Algerian commercial banks for the period
from 2016 to 2023, relying on legal liquidity indicators and the lending rate as
independent variables, and return on assets and return on equity as dependent
variables. This was done in order to obtain realistic results that can be useful.

The study concluded that there is an effect between liquidity and the financial
performance of the commercial banks under study, where legal liquidity negatively
affects return on assets, meaning that every increase in liquidity leads to a decrease
in return, while the lending rate positively affects return on assets, an increase of one
unit in legal liquidity leads to a 1.47 decline in return on assets, whereas a one-unit
increase in a 0.047. improvement in retun on assets.

Keywords: commercial banks, financial performance, bank liquidity, liquidity
management.
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X1 X2 X3 Y1
Mean 0.209593 [0.205140 |0.777181 |0.014566
Median 0.198177 |0.199377 |0.798822 |0.014218
Maximum 0.316287 |0.310439 |1.058600 |0.023411
Minimum 0.067656 |0.067656 |0.112200 |0.005459
Std. Dev. 0.069746  [0.066255 |0.175459 |0.004849
Skewness -0.039770 |-0.033530 -1.295719 |0.199556
Kurtosis 1.958606 |2.066748 |6.237996 |2.044632

Jarque-Bera 1.818047 |1.459093 |28.66695 |1.786697
Probability 0.402917 |0.482128 |0.000001 |0.409283

Sum 8.383726 8.205594 31.08724 0.582647
Sum Sq. Dev. 0.189717 0.171198 1.200648 0.000917
Observations 40 40 40 40
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Y2 X1 X3
Mean 0.149803 |0.209593 |0.777181
Median 0.135150 [0.198177 |0.798822
Maximum 0.586900 [0.316287 |1.058600
Minimum 0.063700 [0.067656 |0.112200
Std. Dev. 0.078912 [0.069746 |0.175459
Skewness 4.325991 |-0.039770 [-1.295719
Kurtosis 24.87766 |1.958606 |6.237996
Jarque-Bera 922.4812 |1.818047 |28.66695
Probability 0.000000 [0.402917 |0.000001
Sum 5.992100 |8.383726 |31.08724
Sum Sq. Dev. 0.242854 |0.189717 |1.200648
Observations 40 40 40
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Correlation
Probability X1 X2 X3 Y1
X1 1.000000
X2 0.921819 1.000000
0.0000 -
X3 -0.328572 -0.251424 1.000000
0.0384 0.1176 -
Y1 0.400032 0.296482 -0.061746 1.000000
0.0105 0.0632 07061 -
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Covariance Analysis: Ordinary
Date: 05/23/25 Time: 18:40
Sample: 2016 2023
Included observations: 40

Correlation
t-Statistic Y2 X1 X3
Y2 1.000000
X1 0.400032 1.000000
2.690625, -
X3 -0.061746 -0.328572 1.000000
-0.381356 -2.144520, -

Eviews 13 2.2, w2 : bl

tk L Jadl I C_.m
aSU Bsi>  Jo Wy sl el fp lax] Vs @Id dorgs LLI) B @

65



@@\M\
Tyt Sadl e dad JWI o1aN1 3 Dondt 83081 3N Lwld i das
3 I e Al & Ul §5131 JY G,

ASW Boi> e Wlaly B3 Jdae (g BL3) B A Y @
ULl il Lt EJE Sl

Boudl ool W las Sla s (aS aze 51 Mg HSIA0 J uilond) Lol SN 0 gl
13 oy QU bty o301 Y1 (3 OBl S of all e 3l

S il jlat 1 10-243) Jgur

Hypotheses| F-Stat P-Value

H1 2.789517 | 0.014698
H2 1.615413 | 0.170619
H3 4470732 | 0.005364
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0.006685 0.016217 0.006685 C
(0.1087, 0.0015y (0.1694,
0.029597 -0.018971 0.029597 X1
(0.0033) (0.2208, 0.0110,
0.002159 0.002992 0.002159 X3
(0.5680 0.4472y 0.6261)

0.1657470 0.458768 0.165470 R- squared
0.120361 0.360362 0.120361 Adjusted R- squared
3.668176 4.661997 3.338176 F statistic
0.03521 0.001554 0.035211 Prop (F statistic)
1.001864 1.387547 1.001864 D. W
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Redundant Fixed Effects Tests
Equation: Untitled
Test cross-section fixed effects

Effects Test Statistic  |d.f. Prob.
Cross-section F 4.470732  |(4,33) 0.0054
Cross-section Chi-square 17.320796 {4 0.0017
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Correlated Random Effects - Hausman Test
Equation: Untitled
Test cross-section random effects

Chi-Sq.
Test Summary Statistic|Chi-Sq. d.f| Prob.
Cross-section random 17.159972 2| 0.0002
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Dependent Variable: Y1

Method: Panel Least Squares

Date: 05/22/25 Time: 15:52

Sample: 2016 2023

Period sincluded: 8

Cross-sections included: 5

Total panel (balanced) observations: 40

Variable Coefficient| Std. Error| t-Statistic Prob.
C 0.021650, 0.005507| 3.931299 0.0006
X1 -0.035141] 0.018401] -1.909681 0.0673
X3 0.000362| 0.005260, 0.068774 0.9457
Effects Specification

Cross-section fixed (dummy variables)
Period fixed (dummy variables)

Root MSE 0.003043| R-squared 0.596127
Mean dependent var 0.014566| Adjusted R-squared 0.394191
S.D. dependent var 0.004849| S.E. of regression 0.003774
Akaike info criterion -8.052032] Sumsquaredresid 0.000370
Schwarz criterion -7.460925| Log likelihood 175.0406
Hannan-Quinn criter. -7.838306| F-statistic 2.952054
Durbin-Watson stat 1.445881| Prob(F-statistic) 0.009088
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0.160605 0.236217 0.160605 C

(0.0590y 0.0181, (0.0641,

0.094059 -0.169173 0.094059 X1

(0.6254, (0.5866) 0.6324,
-0.339266 -0.065567 -0.039266 X3

(0.6082) 0.4116, 0.6155)
0.019304 0.160573 0.019304 R- squared
-0.033707 0.007950 -0.033707 Adjusted R- squared
0.364151 1.052087 0.364151 F statistic
0.697249 0410490 0.697249 Prop (F statistic)
1.217535 1474262 1.217535 D. W
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Redundant Fixed Effects Tests
Equation: Untitled
Test cross-section fixedeffects

Effects Test Statistic d.f. Prob.
Cross-section F 1.388410 (4,33)] 0.2594
Cross-section Chi-square 6.221718 4 0.1832
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Dependent Variable: Y2
Method: Panel Least Squares
Date: 05/23/25 Time: 18:48
Sample: 2016 2023
Period sincluded: 8
Cross-sections included: 5
Total panel (balanced) observations: 40

Variable Coefficient|Std. Error| t-Statistic Prob.
C 0.160605 0.084145 1.908679 0.0641
X1 0.094059] 0.195027| 0.482289 0.6324
X3 -0.039266| 0.077525) -0.506502 0.6155
Root MSE 0.077163] R-squared 0.019304
Meandependent var 0.149803| Adjusted R-squared -0.033707
S.D. dependent var 0.078912| S.E. of regression 0.080230
Akaike info criterion -2.135789] Sumsquaredresid 0.238166
Schwarz criterion -2.009123| Log likelihood 45.71579
Hannan-Quinn criter. -2.089991| F-statistic 0.364151
Durbin-Watson stat 1.217535| Prob(F-statistic) 0.697249
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Series:Standardized Residuals
Sample 2016 2023

Observations 40

Mean -3.04e-19
Median 0.000479

Maximum 0.007744

Minimum -0.005373

Std. Dev. 0.003082

Skewness 0.197370

Kurtosis 2.670763
0 I

-0.006 -0.004 -0.002 0.000 0.002 0.004 0.006 0.008 | Jarque-Bera 0.440360
Probability 0.8023740

N Wb Y N

[uny
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Test Statistic d.f. Prob.
Breusch-Pagan LM 31.19778 10, 0.0005
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Diate: 08722124 Time: 16:27
Sample: 2016 2023
Included ohservations: 40

Autocorrelation FPartial Correlation A PAC  2-5tat  Prob
L [ [ 1 0.253 0.2583 27620 0097
g o g 2 -01582 -0.231 37887 0151
I = 3 -0.335 -0.259 38930 003
= g o 4 -0.257 -0158 118986 0017
g g o 5 -0.085 -0.1158 12417 0029
I I g o B 0017 -0.110 12431 0053
[ [ 7 0070 -0.077 12680 0080
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Dependent Variable: Y1

Method: Panel EGLS (Cross-section SUR)

Date: 05/22/25 Time: 16:48

Sample: 2016 2023

Period sincluded: 8

Cross-sections included: 5

Total panel (balanced) observations: 40

Linear estimation after one-step weighting matrix

Variable Coefficient\Std. Error| t-Statistic Prob.
C 0.014445| 0.001831] 7.890753 0.0000
X1 -0.014757| 0.006317| -2.336267 0.0257
X3 0.004136| 0.001883] 2.195966 0.0352
Effects Specification
Cross-section fixed (dummy variables)
\WeightedStatistics
Root MSE 0.987438| R-squared 0.874193
Mean dependent var | 4.239127| Adjusted R-squared 0.851318
S.D. dependent var 2.278317| S.E. of regression 1.087134
Sum squared resid 39.00137| F-statistic 38.21759
Durbin-Watson stat | 1.879016| Prob(F-statistic) 0.000000

Eviews 13 22, o2 : el

P comly el (3 s LS Jddl e

t3 Jes LY dsles @
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Series:Standardized Residuals
Sample 2016 2023
Observations 40

Mean 0.000000
Median -0.023200
Maximum 1.996578

Minimum -1.539044
Std. Dew. 1.000018
Skewness 0.210771
I I II I Kurtosis 1.912696
. | i
-1.5 -1.0 -0.5 0.0 0.5 1.0 1.5 2.0

Jarque-Bera 2.266545
Probability 0.321978@

N Wk~ 1O N X

[EEN
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Dependent Variable: Y2

Method: Panel EGLS (Cross-section SUR)

Date: 05/23/25 Time: 19:14

Sample: 2016 2023

Period sincluded: 8

Cross-sections included: 5

Total panel (balanced) observations: 40

Linear estimation after one-step weighting matrix

Variable Coefficient\Std. Error| t-Statistic Prob.
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WeightedStatistics
Root MSE 0.969071] R-squared 0.342180
Mean dependent var | 2.854569| Adjusted R-squared 0.306622
S.D. dependent var 1.485703| S.E. of regression 1.007592
Sum squaredresid 37.56396| F-statistic 9.623198
Durbin-Watson stat 1.508689| Prob(F-statistic) 0.000431
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Dependent Variable: Y1

Method: Panel Least Squares

Date: 05/22/25 Time: 14:49

Sample: 2016 2023

Periodsincluded: 8

Cross-sections included: 5

Total panel (balanced) observations: 40

Variable Coefficient Std. Error t-Statistic Prob.
C 0.006685 0.004770 1.401496 0.1694
X1 0.029597 0.011055 2.677184 0.0110
X3 0.002159 0.004395 0.491335 0.6261
Root MSE 0.004374 R-squared 0.165470
Meandependent var 0.014566 Adjusted R-squared 0.120361
S.D. dependent var 0.004849 S.E. of regression 0.004548
Akaike info criterion -7.876264 Sumsquaredresid 0.000765
Schwarz criterion -7.749598 Log likelihood 160.5253
Hannan-Quinn criter. -7.830466 F-statistic 3.668176
Durbin-Watson stat 1.001864 Prob(F-statistic) 0.035211
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Dependent Variable: Y1

Method: Panel Least Squares

Date: 05/22/25 Time: 14:57

Sample: 2016 2023

Periodsincluded: 8

Cross-sections included: 5

Total panel (balanced) observations: 40

Variable Coefficient Std. Error t-Statistic Prob.
C 0.016217 0.004686 3.460974 0.0015
X1 -0.018971 0.015200 -1.248099 0.2208
X3 0.002992 0.003890 0.769234 0.4472
EffectsSpecification

Cross-section fixed (dummy variables)

Root MSE 0.003523 R-squared 0.458768
Meandependent var 0.014566 Adjusted R-squared 0.360362
S.D. dependent var 0.004849 S.E. of regression 0.003878
Akaike info criterion -8.109284 Sumsquaredresid 0.000496
Schwarz criterion -7.813730 Log likelihood 169.1857
Hannan-Quinn criter. -8.002421 F-statistic 4.661997
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Durbin-Watson stat 1.387547 Prob(F-statistic) 0.001554
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Dependent Variable: Y1
Method: Panel EGLS (Cross-section randomeffects)
Date: 05/22/25 Time: 15:02
Sample: 2016 2023
Periodsincluded: 8
Cross-sections included: 5
Total panel (balanced) observations: 40
Swamy and Aroraestimator of component variances

Variable Coefficient Std. Error t-Statistic Prob.
C 0.006685 0.004067 1.643528 0.1087
X1 0.029597 0.009427 3.139521 0.0033
X3 0.002159 0.003747 0.576186 0.5680
EffectsSpecification
S.D. Rho
Cross-section random 0.000000 0.0000
Idiosyncraticrandom 0.003878 1.0000
WeightedStatistics
Root MSE 0.004374 R-squared 0.165470
Meandependent var 0.014566 Adjusted R-squared 0.120361
S.D. dependent var 0.004849 S.E. of regression 0.004548
Sumsquaredresid 0.000765 F-statistic 3.668176
Durbin-Watson stat 1.001864 Prob(F-statistic) 0.035211
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Dependent Variable: Y2

Method: Panel Least Squares

Date: 05/23/25 Time: 18:48

Sample: 2016 2023

Periodsincluded: 8

Cross-sections included: 5

Total panel (balanced) observations: 40

Variable Coefficient Std. Error t-Statistic Prob.
C 0.160605 0.084145 1.908679 0.0641
X1 0.094059 0.195027 0.482289 0.6324
X3 -0.039266 0.077525 -0.506502 0.6155
Root MSE 0.077163 R-squared 0.019304
Meandependent var 0.149803 Adjusted R-squared -0.033707
S.D. dependent var 0.078912 S.E. of regression 0.080230
Akaike info criterion -2.135789 Sumsquaredresid 0.238166
Schwarz criterion -2.009123 Log likelihood 45.71579
Hannan-Quinn criter. -2.089991 F-statistic 0.364151
Durbin-Watson stat 1.217535 Prob(F-statistic) 0.697249
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Dependent Variable: Y2

Method: Panel Least Squares

Date: 05/23/25 Time: 18:51

Sample: 2016 2023

Periodsincluded: 8

Cross-sections included: 5

Total panel (balanced) observations: 40

Variable Coefficient Std. Error t-Statistic Prob.
C 0.236217 0.094961 2.487506 0.0181
X1 -0.169173 0.308049 -0.549173 0.5866
X3 -0.065567 0.078838 -0.831664 0.4116
EffectsSpecification

Cross-section fixed (dummy variables)

Root MSE 0.071389 R-squared 0.160573
Meandependent var 0.149803 Adjusted R-squared 0.007950
S.D. dependent var 0.078912 S.E. of regression 0.078597
Akaike info criterion -2.091332 Sumsquaredresid 0.203858
Schwarz criterion -1.795778 Log likelihood 48.82664
Hannan-Quinn criter. -1.984469 F-statistic 1.052087
Durbin-Watson stat 1.474262 Prob(F-statistic) 0.410490
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