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The impact of investment portfolio management efficiency on
commercial banks Profitability

“Empirical Study On The Jordanian Commercial Banks from 2012-2014”

Prepared by
Loreen Ibrahim Alqgadi
Supervised by

Prof. Mohammad Matar

Abstract

This study aims to demonstrate the impact of investment portfolio management

efficiency on commercial banks Profitability.

The study sample consists of Jordanian commercial banks of (13 Bank) for the period
between 2012-2014; it relies on the annual financial reports of the banks. To achieve the
study objectives« the researcher used the qualitative methodology based on an empirical
study . The researcher used many statistical descriptive methods (such as
means: standard deviationsand percentage) in addition to the use of both simple and
multiple regression analysis in testing the hypotheses of the study. After a processing
and analyzing the study data and testing its hypotheses« the study revealed a number of

results¢ including:

* There is no statistically significant effect for the risk free rate on both the return on

investment and the return on equity.

* There is no statistically significant effect for portfolio return on both the return on

investment and the return on equity.

» There is a statistically significant effect for portfolio risk on both the return on

investment and the return on equity.

* There is a statistically significant effect for sharp model elements ( risk free rate and
portfolio return and portfolio risk together) on both the return on investment and the

return on equity .



Keywords : investment portfolio management efficiency« Sharp Index:
portfolio return< risk free ratec portfolio risk< Jordanian Commercial
Banks.
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Al S5 Lase 0.85637 oylaiag 3N Lyl HLuY) elid Sharp yise
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(1) & Gl

basy) Jalail) cila i

Frequencies

sha ol elaalyl -
Statistics
STD_DEV_Por_
Risk_Free_Rate | Portfolio_Return Ret Sharpe

N Valid 39 39 39 39
Missing 0 0 0 0

Mean .048267 | .129688380000 | 1.23109184808| .19769224259
Median .042800| .101167817000 .23819594500 .10126379423
Std. Deviation 247415093005 | 2.77543644351 | 1.14977142938
.0141990 c L 4

Skewness .547 .502 3.079 -.936-
Std. Error of Skewness .378 .378 .378 .378
Kurtosis -1.541- 1.052 8.837 4.358
Std. Error of Kurtosis 741 741 741 741
Minimum .0345| -.4321282070- .034616975| -4.051727470-
Maximum .0675 .8175337070 11.570792010 3.081913247
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Statistics

ROI ROE

N Valid 39 39

Missing 0 0
Mean .013774 .096938
Median .014100 .093000
Std. Deviation .0042733 .0313328
Skewness -.858- -.331-
Std. Error of Skewness .378 .378
Kurtosis 732 173
Std. Error of Kurtosis 741 741
Minimum .0024 .0199
Maximum .0205 .1544
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Correlations

Correlations

pearson &k ¥ Jalea -

STD_DEV_Por_
Portfolio_Return Ret Sharpe ROI
Portfolio_Return Pearson Correlation 1 .109 674" -.071-
Sig. (2-tailed) 509 .000 .666
N 39 39 39 39
STD_DEV_Por_Ret  Pearson Correlation .109 1 -.052- -.493-"
Sig. (2-tailed) 509 753 .001
N 39 39 39 39
sharpe Pearson Correlation 674" -.052- 1 -.080-
Sig. (2-tailed) .000 753 629
N 39 39 39 39
ROI Pearson Correlation -.071- -.493-" -.080- 1
Sig. (2-tailed) 666 .001 629
N 39 39 39 39
ROE Pearson Correlation -.070- -.402-" -.044- .893"
Sig. (2-tailed) 672 011 789 .000
N 39 39 39 39
Risk_Free Rate Pearson Correlation -.405-" 197 -479-" -.187-
Sig. (2-tailed) 011 229 .002 255
N 39 39 39 39
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Correlations

ROE Risk_Free_Rate
Portfolio_Return Pearson Correlation -.070- -.405-
Sig. (2-tailed) 672 011
N 39 39
STD_DEV_Por_Ret Pearson Correlation -.402- 197
Sig. (2-tailed) .011 .229
N 39 39
Sharpe Pearson Correlation -.044- -.479-"
Sig. (2-tailed) .789 .002
N 39 39
ROI Pearson Correlation .893" -.187-
Sig. (2-tailed) .000 .255
N 39 39
ROE Pearson Correlation 1 -.234-
Sig. (2-tailed) 151
N 39 39
Risk_Free Rate Pearson Correlation -.234- 1
Sig. (2-tailed) 151
N 39 39

**_Correlation is significant at the 0.01 level (2-tailed).

*, Correlation is significant at the 0.05 level (2-tailed).
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Regression

(ROI le Re if) o151 due il p jill Ll —

Variables Entered/Removed?

Variables Variables
Model Entered Removed Method
1 Risk_Free_Rate
Enter
b
a. Dependent Variable: ROI
b. All requested variables entered.
Model Summary

Adjusted R Std. Error of the
Model R R Square Square Estimate
1 .1872 .035 .009 .0042546

a. Predictors: (Constant)« Risk_Free_Rate

ANOVA?2
Model Sum of Squares Df Mean Square F Sig.
1 Regression .000 1 .000 1.334 .255P
Residual .001 37 .000
Total .001 38

a. Dependent Variable: ROI

b. Predictors: (Constant) Risk_Free_Rate
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Coefficients?

Standardized
Unstandardized Coefficients Coefficients
Model Std. Error Beta t Sig.
1 (Constant) .016 .002 6.748 .000
Risk_Free_Rate -.056- .049 -.187- -1.155- .255

a. Dependent Variable: ROI

Regression

(ROE ke Re if) 151 due il fp jill il -

Variables Entered/Removed?

Variables Variables
Model Entered Removed Method
1 Risk_Free_Rate
Enter
b
a. Dependent Variable: ROE
b. All requested variables entered.
Model Summary

Adjusted R Std. Error of the
Model R R Square Square Estimate
1 .2342 .055 .029 .0308704

a. Predictors: (Constant)« Risk_Free_Rate
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ANOVA?2
Model Sum of Squares Df Mean Square F Sig.
1 Regression .002 1 .002 2.147 151
Residual .035 37 .001
Total .037 38
a. Dependent Variable: ROE
b. Predictors: (Constant)« Risk_Free_Rate
Coefficients?
Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) 122 .018 6.876 .000
Risk_Free_Rate -.517- .353 -.234- -1.465- 151

a. Dependent Variable: ROE

Regression

Variables En

(RO le Rp i) il due il il Jlsa) -

tered/Removed?

Variables Variables
Model Entered Removed Method
1 Portfolio_Return
Enter

b

a. Dependent Variable: ROI
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b. All requested variables entered.

Model Summary

Adjusted R Std. Error of the
Model R R Square Square Estimate
1 .0712 .005 -.022- .0043196
a. Predictors: (Constant)« Portfolio_Return
ANOVA?
Model Sum of Squares Df Mean Square F Sig.
1 Regression .000 .000 .189 .666°
Residual .001 37 .000
Total .001 38
a. Dependent Variable: ROI
b. Predictors: (Constant)« Portfolio_Return
Coefficients?
Standardized
Unstandardized Coefficients Coefficients
Model Std. Error Beta t Sig.
1 (Constant) .014 .001 17.792 .000
Portfolio_Return -.001- .003 -.071- -.435- .666

a. Dependent Variable: ROI
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Regression

(ROE =Rp i) 4slill dpe ll dpa jdll jlial - -

Variables Entered/Removed?

Variables Variables
Model Entered Removed Method
1 Portfolio_Return
Enter
b
a. Dependent Variable: ROE
b. All requested variables entered.
Model Summary

Adjusted R Std. Error of the
Model R R Square Square Estimate
1 .0702 .005 -.022- .0316753

a. Predictors: (Constant)« Portfolio_Return

ANOVA?2
Model Sum of Squares Df Mean Square F Sig.
1 Regression .000 1 .000 .183 6720
Residual .037 37 .001
Total .037 38

a. Dependent Variable: ROE

b. Predictors: (Constant)« Portfolio_Return
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Coefficients?

Standardized
Unstandardized Coefficients Coefficients
Model Std. Error Beta t Sig.
1 (Constant) .098 .006 17.080 .000
Portfolio_Return -.009- .021 -.427- .672

a. Dependent Variable: ROE

Regression

Variables Entered/Removed?

Variables Variables
Model Entered Removed Method
1 STD_DEV_Por_
Enter
Ret®
a. Dependent Variable: ROI
b. All requested variables entered.
Model Summary

Adjusted R Std. Error of the
Model R R Square Square Estimate
1 4932 .243 223 .0037679

a. Predictors: (Constant) STD_DEV_Por_Ret

(RO e dlainall jhlaa jil) 48 de il duca i) L)
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ANOVA?2
Model Sum of Squares Df Mean Square F Sig.
1 Regression .000 1 .000 11.878 .001°
Residual .001 37 .000
Total .001 38
a. Dependent Variable: ROI
b. Predictors: (Constant)c STD_DEV_Por_Ret
Coefficients®
Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta T Sig.
1 (Constant) .015 .001 22.237 .000
STD_DEV_Por_Ret -.001- .000 -.493- -3.446- .001

a. Dependent Variable: ROI

Regression

(ROE e dlainall jlalia i) 4 dae all dua sl L)

Variables Entered/Removed?

Variables Variables
Model Entered Removed Method
1 STD_DEV_Por_
Enter
Ret?

a. Dependent Variable: ROE

b. All requested variables entered.
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Model Summary

Adjusted R Std. Error of the
Model R R Square Square Estimate
1 .4022 .162 139 .0290693
a. Predictors: (Constant)c STD_DEV_Por_Ret
ANOVA?
Model Sum of Squares Df Mean Square F Sig.
1 Regression .006 .006 7.148 .011°
Residual .031 37 .001
Total .037 38
a. Dependent Variable: ROE
b. Predictors: (Constant)c STD_DEV_Por_Ret
Coefficients?®
Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta T Sig.
1 (Constant) .103 .005 20.092 .000
STD_DEV_Por_Ret -.005- .002 -.402- -2.674- .011

a. Dependent Variable: ROE
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Regression
(ROI (e Sharp sise salie jil ) dal )l 4 Al jlia) —

Variables Entered/Removed?

Variables Variables

Model Entered Removed Method
1 STD_DEV_Por_

Ret¢

Portfolio_Return

Enter

Risk_Free_Rate

b
a. Dependent Variable: ROI
b. All requested variables entered.

Model Summary
Adjusted R Std. Error of the

Model R R Square Square Estimate
1 .5052 .255 192 .0038421

a. Predictors: (Constant)c STD_DEV_Por_Ret:« Portfolio_Return«
Risk_Free_Rate

ANOVA?2
Model Sum of Squares Df Mean Square F Sig.
1 Regression .000 3 .000 4.002 .015P
Residual .001 35 .000
Total .001 38

a. Dependent Variable: ROI

b. Predictors: (Constant)c STD_DEV_Por_Ret: Portfolio_Return: Risk_Free_Rate
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Coefficients?

Standardized
Unstandardized Coefficients Coefficients

Model B Std. Error Beta T Sig.

1 (Constant) .017 .003 6.408 .000
Risk_Free_Rate -.038- .050 -.125- -.754- .456
Portfolio_Return -.001- .003 -.072- -.439- .663
STD_DEV_Por_Ret -.001- .000 -.461- -3.026- .005

a. Dependent Variable: ROI

Coefficients?
Collinearity Statistics

Model Tolerance VIF

1 (Constant)

Risk_Free_Rate a77 1.286
Portfolio_Return .799 1.251
STD_DEV_Por_Ret 919 1.089

a. Dependent Variable: ROI

Regression

(ROE = Sharp sise salic i) dudall e gl dpia jdll jlisl

Variables Entered/Removed?

Model

Variables

Entered

Variables

Removed

Method
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1 STD_DEV_Por_

Ret¢

Portfolio_Return

Enter

Risk_Free_Rate

b
a. Dependent Variable: ROE
b. All requested variables entered.

Model Summary
Adjusted R Std. Error of the

Model R R Square Square Estimate
1 4452 .198 129 .0292355

a. Predictors: (Constant)c STD_DEV_Por_Ret: Portfolio_Return«
Risk_Free_Rate

ANOVA?®
Model Sum of Squares Df Mean Square F Sig.
1 Regression .007 3 .002 2.883 .050°
Residual .030 35 .001
Total .037 38

a. Dependent Variable: ROE

b. Predictors: (Constant)c STD_DEV_Por_Ret:« Portfolio_Return: Risk_Free_Rate
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Coefficients?

Standardized
Unstandardized Coefficients Coefficients

Model B Std. Error Beta T Sig.

1 (Constant) 126 .020 6.409 .000
Risk_Free_Rate -472- .379 -.214- -1.245- 221
Portfolio_Return -.015- .021 -.119- -.701- .488
STD_DEV_Por_Ret -.004- .002 -.347- -2.199- .035

a. Dependent Variable: ROE

Coefficients?
Collinearity Statistics

Model Tolerance VIF

1 (Constant)

Risk_Free_Rate a77 1.286
Portfolio_Return .799 1.251
STD_DEV_Por_Ret 919 1.089
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(2) A& Gl

2014-2012 58l Lufll e

s ilal) ;
s i) hlda AladaLll sile (AR aslad) .

(sda . . L N Sharp Adud) i) ol
L ki) Jhadaa) I enay) syblaal) (e

0.0674 0.0109 2.0177 0.0344 0.0675 -0.0164 2012

0.089 0.0139 0.0346 0.1003 0.0345 1.9017 2014

0.0876 | 0.0120 | 0-1549 0.2206 0.0428 11472 | 5y | s

Ldpaal) Ay al)

0.1285 0.0175 5.0287 0.1099 0.0428 0.0133 2013 SN el
0.1332 0.0196 0.2548 0.3341 0.0428 1.1434 2013 | Sa) Jual ety
0.1188 0.0176 0.1374 0.1055 0.0345 0.5171 2014

0.0081 | 0003 | 11:2813 | 0.6990 0.0428 | 0.0582 | 55 | @

g.'a.y\”
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0.2678

-0.2671

0.0675

-1.2497

0.1239 0.0193 2012
Sy i)
0.1174 | 0.0186 | 0-3258 0.3231 0.0428 08602 | 913 | ¢
(s
0.1078 | 0.0179 | 0-3178 0.2324 0.0345 06227 | 5014
- _ PYREA]
0.0563 | 0.0059 | 0-7707 0.4321 0.0428 06162 | 5013 o
Y
S ey
Jagailly 3,3l
Laiiay ) ety
SN gl
0.116 0.0139 0.1814 0.3053 0.0345 1.4926 2014
Al g L4
RN
0.093 0.013 0.5349 0.8175 0.0428 1.4485 | 5013 syl i,
0.101 0.013 0.4301 0.4736 0.0345 1.0209 | 5914
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(3) & galdl

2014-2012 3,80 dupl) cfpiial Lhagll ¢ lasy)

Sharp djal Awagl) slas)

sharp i
whral) QA | aleal) hawgiall i) anal
2014 2013 2012
1.096676418 0.635597207 1.9017 0.0214 -0.0164 ad) i)
A paal) el daauisall
0.903291879 0.293216153 0.3848 1.1472 -0.6524
(oY)
0.359436773 | -0.199010196 -0.6140 0.0133 0.0036 OO iy
1.200686636 | —0.350726422 -0.7169 0.9904 -1.3256 Oles 3181 dliy
0.541768573 0.57502004 0.5171 1.1434 0.0646 N Jlal) el
0.417996256 0.260930531 0.7416 0.0582 -0.0170 N ladll did)
1.155669041 0.07773756 0.6227 0.8602 -1.2497 eSS i)
0.778714692 | -0.020872078 0.8604 -0.6162 -0.3068 N A i)
0.549280591 | -0.195928758 -0.8298 0.1407 0.1013 Jagailly SHladll pleay) ey
1.05479549 0.856373138 1.4926 1.4377 -0.3612 PN ad) L) ey
2.618565014 | -1.030687485 0.3709 0.5888 -4.0517 baiu iy
1.616272789 1.250986144 0.0223 3.0819 0.6488 (CUY) dlis Adpgan iy
1.431739314 0.417363315 1.0209 1.4485 -1.2173 Alasy) &y
0.583310252 0.354658329 1.0205 0.1099 —0.0664 s
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Ao L) Asiaall dilal gl £lany)

] gt I Lty Asdaal) aile
Q) and
el (i) 2014 2013 2012
0.0346 0.0735 0.1003 0.0857 0.0344 o)) i
) Auasal) iy
0.1335 0.0867 0.0859 0.2206 | —0.04642 }
(OJJY\) 43\9)&46”
0.0612 0.0670 | -0.0031 | 0.1099 0.0943 SN ey
0.2382 | -0.0099 | -0.1363 | 0.2648 | -0.1584 ol Sl o
0.1374 0.1759 0.1055 0.3341 0.0879 SO I el
0.4155 0.3041 0.3427 0.6990 | -0.1203 | JaN) gladl i
0.3178 0.0961 0.2324 0.3231 | -0.2671 | sl a) il
0.4171 | -0.0541 | 03934 | -0.4321 | -0.12342 | _Sam) ay) etay
Slaill plewy) iy
0.0929 0.0647 | -0.0426 | 0.1204 0.1162
Jasailly
) L) el
0.1814 0.2081 0.3053 0.3202 | -0.0012 | °
=)
0.1798 0.0230 0.1012 0.1505 | -0.1826 )
Jhis Apgu iy
0.2027 0.2329 0.0390 0.4434 0.2165
(QJJY\)
0.4301 0.4179 0.4736 0.8175 | -0.0373 slasy) iy
0.0589 0.0801 0.0946 0.1305 0.0154 e
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A L) Asdaal) aile Qs

Aladaal) aile o Addaal) @ | B Aiaa) Aad .
- c alays | T T L i) anal
4 Ly L) Ly L) 4l
0.034417505 | 82038000 | 5674409000 | 5787670000 | 0o
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