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O ABSTRACT 0O

This paper aimed to study The suitability of (Z-score) index to measure banking
financial stability of Syrian Private Traditional Banks, To achieve this purpose, the
researcher built a model during the period from Q1-2010 to Q4-2014,using Cross-Sectional
series of Banking financial performance variables and analyzing it using Panel Data
Analyze.

The main results are:

e The suitability of (Z-Score) index to measure financial stability of Syrian
Traditional Private Banks.

e The financial stability of all Syrian Traditional Private Banks.

e The significant positive relation between Book to market value(BM), Capital
Adequacy (Adec) and financial stability index (Z-Score).

e The significant negative relation between Quality of loan portfolio (QUAL),
Deposit employment (NET/DEP) and financial stability index (Z-Score).

e The absence of significant relation between(Z-Score) and banking performance
ratios: Cover ratio(COV), bank's Liquidity (LIQ), and profitability measured by the ratio of
Adjusted Return on Equity (Roe$).

Keywords: Banking Financial Stability, Banking Financial Failure, Non performing Loan,
Quality of loan portfolio.

"Associated Professor- Banking and Insurance department- Faculty of economics- Damascus
university- Damascus- Syria.

“Master Student- Banking and Insurance department- Faculty of economics- Damascus university-
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o Blal) Glrlaslia 5% o ol iy ccjliaal) (& Il LI Gl axding (S5e sd3e 58
mad) JW) () 2 Ol (OroA ) (lmall 4dhasly (Mroa ) 4dawsie (s asi 53 (ROA) Jsea)
: SIS (Hroa) doa) o Slpall slual) Tavsl) s 55 (K=E/TA)J gl Jlaa

Z=( K+ p Rroa )/ Oroa>0

c Jsay) s [ dalally A lal)l ldalia¥ i+ Cpaplsal) 35ia Jisis :K= E[TA :&ua

s JS 8 Ay laalie )l DA (ROA)Jsial! e 2ilell Jaussia 1M ROA

Jsa¥) e 2l & Qi sae Guiig (ROA) s o dilall g)lall ol Y 10 RoA

iy yead) i) Alla b il Jlaal o LS T dsge (Z-sC0TE)  piige dad il LS
Jadll Jlin) ge'? LS Ay Lasifi Z —SCOrE  yise dad o sl + gpaall L) Jiill 5 g il Jlaial
Seay ilal) L e 6$ al Alall adl e dpead) L) Qa3 Gyt (S Gum ¢ gdpuad) L)
W) Gl sl o ol Rl dysindl et o o cJsa) Mlaay ESL) Ggin G o ST Jsua)
(Negative Net Worth)  ddlu muai 4 pad) duwiall ad Jila of s (E[TAS- ROA) ijad)
L Jadl) 8 Ll Al g8 Lovie

Gagll Lad) Uy

sad) i —Ysl

: (Dependent Variable) sl jaialt

Uaa Ay paal) alal) Jlast) g b clSd b Ailame daald (AN Jiady Saiilly Gubid) 7 e analae Jia cdena daaf o 210
A1 022001 1 aaad) 23 alae ¢ paa cd.)j@jﬂ cl})l@ﬂ\ Eigand)
1 Strobel Frank, Bank Insolvency Risk and Z-Score Measures: A Refinement, Department of
Economics, University of Birmingham; Birmingham, Discussion Paper N.14, 2014, p2-4.

12 Laetitia Le petit, Frank Strobel, Bank insolvency risk and time-varying Z-score measures, Journal
of International Financial Markets, Institutions & Money, vol.3, N.2, 2013,P74.
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A el gie iy Apeaall Sl LG 35 A Jalsall e sl ALl ciludyal) el

iy iy sl (53l iyl claghets 11 Gl Aind ol il g 15 :(AdeC) Jlall oaly 4lis—1
bl lalaally dasdl JeaY) (%8 oo iy VI 2007 alad 4/(1.4/253 a8 calully il ulae
o) LS i) LY P a1 pdias Q) Gy S (g Baayla e i) A8Da)5 ALt did sl
gl elad) 90 leal) aliaial e Capaall 5538 il Coaall A8 Cly b paall Jll

Sylaiy aufi e gi s e e o4y ((BM ) cipaal) ageal Adgud) dal) ) 4y 8al) dajili-2
a8 sl Aagil) ulS 1) Lyt Al 038 () (ol ¢ g paall Cipamall agend AL G3)5Y) (Bsms 3 (Cpppafianall
ped) dad e (5T) ma Lae Jib el daiie (DSE) Al 3hsd (3died Goms (b sl Copaal) pgd
Sl el A a0 (I ALY BV Gmey Cradlusall 811 e g Aanaill 238 (8 ULy o)
pend Agyiall Al Ly Apeadll ladl JLEWY) jd5e G 3pk dadgiall Ay ¢y yaall Cpuaall
A4 38 ) 2l ol

A8 gl ABally JaY1 8ymmd gl ) 83 lad) Lpaiill A gud) daasi i 5)le a5 2(LiG) Agpadd) -3
Ba,0 )k (Z-Score) ipad) Il LEY bsay (Lig)i sl dows (o

s pag il Jeay daisadl pe (g il s e 3)le a5 :(Qual) ddpaall diiaall Saga —4
SO0 Ce Tadgid) Ay %10 J) ds ke YT sy

o gagll e damid) je (ag il pacade L ge le a ((COV Akl Jua—5
Aamiadl e Gyl aaa g Sl 5 Cabiadl s Aally jaal) b (uSay 38 Zail) 038 ¢ 1)y L Antial)
e A Gl LS dplarill Ay LIS UL Lndaril 538 Gliaadse il Gjladl Hhhaals
T el Y

0@ 2008 chasad drala ¢ 3jladl) 4B Al culpipall pladialy Allall @l el il Je lans] il 2 Ak
12

14Curry, Elmer, Fissel, Can the equity market help predict bank failure?, Working Paper, FDIC, 2004,
pl7.

13 02 2008 (Bl pase (S land (il 38 Aghl) P

'*Demirguc-Kunt A., Detragiache E, The Determinants of Banking Crises in Developing and
Developed Countries, IMF Staff Papers , Vol. 45, No.1,1998, P 91.

"Ivipci’c Lana, Kunovac Davor, Ljubaj Igor, previous reference, p4.
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S Ak 5 o (Say Adan el gial) AR agailas o (e d sl o Baily A8 alanily o) Y1 Lladl
S eapad) Al b dyeaal) dail 8 A8 (ggieal Laii llyy Lk

@l el (s Lo A8l (e dad ial) 8)LEY 5 Lguald ABpka (Cand) ilytia (adly (2)48) Jsaalls

L) byl e @lly g il el ysxiiall

Al il LY

Ll 35

Al clially il el

Z =( E[TA+ Prons)/ Orons

Spad)l JhE) i (Z_Score)

+ Al Gy 4 2 3 e JWl iy 44lS Adec

Al lalaally i) Jpal)/ A padll

12.5% 48 ooy dlaiy 1
- oAl JlealfAsmidl ye (a8l 4 padll Alaiadll 5252 Qual
+ oas AlfAaial e (asill pacads kil Ja=a Cov
dadidl e
+ aad A gud) Lol ) Aggaal) Lol agnd A gl Al 1) A aall 4asll BM
Cipacadll Cipaadll

+ JaY) 8ymad wilasll/ s3alall 4y Aol gl Jazs Lig
+ RSN WES AT RO F IR Jaxall A8l 3ia e 3l Roe$

2 sl il apiisale) ilua/e b

ALl (3 s/ Al
+/- [3a siaall Aalat¥) il s &gl Cala i 4o Net/dep

gl Jlea)

AR L) el ) Jo slaie Wl Aald) aae) e jdadl)

sdiagd) Glpitie G bl cilide -1t

O AL olaily 568 (a3 edg yaall puiall maes G ol giia g Lol ) GlEBle (3) a8 Joaadl
Ladldl (a9 «(Multicolleniarity) <l yuaiall sda g all Jala W) (uld Sa L“;T (Apanedill) Alsisal) & paaial)

18 2 2008 (il gase e lacd () 3 (ash) 1B
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Aalall 4 gud) Cajliaall Il hEa) (uldl Z-score jise Sl e

Ao (o magaill sla 2S5 L 130 g Loty Lad Ao 68 Aysina daliiy) lBle Lgpal Gl Aldial) Q\)ﬁﬁd\@@di
-(Multicolleniarity) ) Jals ¥

Gagl) cyitia C BLEY) cBlalaa 1(3) o) Jgaall

Adec BM Cov Qual Liq Net/dep Roe$

Adec 1

BM *0.41 1

Cov *-0.15 *0.182 1

Qual 0.03 *0.30 *0.4957 1

Liq *0.47 0.13 -0.07 0.039 1

Net/dep 0.047 -0.042 *-0.42 *-0.506 *-0.14 1

Roe$ *0.136 -0.026 *-0.378 | *-0.511 -0.02 *0.16 1

L zais (Z_Score

(Demirguc&

Ayl L @llag 10%

95% 435 4, dLally 5% oY) Agginall ggiua Jiad *
(Eviews 7) gabin cla jda o dlaie Y Aald) 028) (a1 jsaall

) ipaall L LEWN s dad of (4

tidagll Al

) o sl PA (e iy
= 50.19 o L (Roe$) Jamall A€l Gsia o Silall mayls Laiy ¢ 9.57 hawgins 0.77 554.69 o
ddiaa) e gl adaill apisale) ilud/~ L)l Jaead) 8L Bgia o dilall Jasgic &l G 1.56
Ao Jassgie il Cam ailagl ol A 8 g L) ae 3)ludd) o328 iy —0.10 Wylaie 3lua (Roe$)
Uspnd) A g i) g 385 A 5 0,51 dusgyadl CGijladll guen & (NET/DEP)pilaghl Calasi
siniall (gl A g il ) Gl agmy a5 0.54 g paal) Ciyladl) 8 Al puad) Lo Lansgie &y Ca (LIQ)
s Al Aadae B3 A Jasgie iy s g paall i) Aalal) Ay sud) Cyliaall (g )8 Adadaa
O A sl VT gy 15 22%  (Qual) iyl
¥ Detragiache,1998)

A p2all clpiiall Lbuagll il 2(4) sy Jsaad)

Variable Obs Mean St.dev Max Min
Jaiiall Glaliall | gl | syl Sel | dad
&bl dad
(Z_Score) Al haaay) yise 213 9.57 12.04 54.69 | 0.77
(Adec) Jll L) s 213 0.34 0.54 2.7 0.04
(BM) 48 gl 4l Ao agall 4y 53801 dal 213 0.90 0.37 2.01 0.00
(Cov)adazill Jaea 213 0.33 0.23 1.83 0.00
(Qual)id yadl daiadl 335a 213 0.22 0.19 0.72 0.00

19Demirguc-Kunt A., Detragiache E , previous reference , IMF Staff Papers ,Vol.45, No.1,1998, P92.
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(Lig) sl Jone 213 | 0.54 | 0.60 | 7.97 | 0.108
(NET/DEP) ailasll ok 5 dons 213 | 0.51 | 0.232 | 1.64 | 0.00
(RO$) Janal) A8L) (3sim Lo il 213 | -0.10 | 0.231 | 0.19 | -1.56

(Eviews 7) g=ebin il jia o slais Yl Lald) dse ) ¢ ; jaal)

) LAY ~lay)y

el LAY it Aali) 4 ) pad) Cijluaall aiali ¥ ;A1 Ayl jLast 1

8yfiaall 3yl DA ds paall Cojlaall Wl HLEGY1 yise ad ek (1) &8y Sball JSE) W G
r Al i) e

Z-Score

— — —

P e o S o b S S e i b

-

Gl 3y A dug el Alall Gijlaa (e Cipas JS paldll (Z_Score)  ydige ad ekt i(1) a8y Jeil)

(Eviews 7) gt aladiuly Lalyd) e (a2 jsaal)

Ciladll pran 4 dmse dad 53 (Z_Score ) Ll ol jbne of bl JSEN (e oy
(Z-SCOre ) yiisa o o bayy G cdind 3 20(Strobel, 2014 ) 44l Jeass L ae 38153 Lo 13a s syl
) Jall b el Jlaial (alaily ) W 1) s e lid) Jlaal gl g Les Lansal
 syaadl)

S A e Ll Bjine Tyl Cojliadd) pen ol silly ASY1 L il oy palis ML
sl san cliy ((QNB) A s gl Hld Copan o JS Ay W DELYT dse A
. (SHRQ) @ éliys (BBSF), asi il

(Z_Score ) Il LN yise dad & (Z_Score ) W hauy) dsd ded S of Gua
2014 ple o bl al G Wl (52,32l dun 2013 le e (GBI a3 Ay Sl Hld Coypadl
Cipas 8 Ll ¢ 48.22 ) dail Ayypum bl Sl Capean 8 Ll DY) b5 daf Cuadds) i

2% Strobel Frank, Previous Reference, 2014, p2-4.
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sl san Cipan & I HEWY) jbse ded cuniss) 2 2014 ale e bl w4 L2011
(Z_Score ) Il Ll el dad ST cualy 28 (35l Cipeaal duaillyy 11,54 ) Juadl sl
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10.70 L) Josil )l Cipema 3 L

) sisa gheay ¥ 1A dpa AN it 2

-

Al

4 gud) Cijlaall ALl 8501 uldl (Z-score

Dl zhgat o by clpatiall st 5 Al lpaatiall o JaliY) GlEBLe Jalaty aLal da

i) z3sal aladiulys (Panel Data Analyze) akaidl iajl) dalsill Coglud alasiuly ¢llyy (Jiay)
ixe ects Culill SV 3 Jlaa) z4a ¢(Poole egression Mode saaiil)
Fixed Effect [ IR z i ¢(Pooled R ion Model (PM

il &yl (Random Effects Model (REM)) il siall SN laaayl zisis Model (FEM))

: JUIS (5) a8y Jsaadl b sl

Alsdall ) 53 jlaaiy) gitiiy (FEM) cyll) 91 g3 jlasiy) gitiiy (PM) apeadll j)asi¥) gl Aija :(5) o) Jsaal)

(REM)

sl SV 53 V) il | il B 0l mil | eV il il paxciall
(REM) (FEM) (PM) gasentl
8.49% 12.04* 8.36% C
11.20% 4.12% 19.27%* Adec
3.87% 3.96* 3.48%* BM
-2.56 2.27 -4.64% Cov
-4.57 -5.83% -3.87 Qual
0.37 0.14 0.37 Liq
-8.40%* -9.97%* -11.47%* Net/dep
0.02 0.27 1.65 Roe$
0.341 0.900 0.827 R-squared
0.319 0.892 0.821 Adj-R-squared
15.21 104.13 140.42 F —statistics
0.00 0.00 0.00 p-value

95% 435 4, ALty 5% R ginall gy Jiai¥
(Eviews7) gtz cila s o alaie Yy Aald) aie) ¢ : jlaal)

Cay €lldg (JuadY) 2350l 8 (FEM) el 391 53 Jlaai¥) zdsar o (5) @y Jsaadl (e el
G4 (FEM ) culill 31 53 JaaiVl z3sai 8 %90 &l s3lls (R-squared )ussill Jalas dad ¢ i)
T oo A5 %82.7  (R-squared  )uaaill Jase dad by Cua (PM) el jlaady) 23 sa
%34 R-squared yaaill Jales dad 4 &l i)y (REM) Slsiall 51 53 jlasiyl
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FReasctuurncdmmt Fixesc FEffescts Tasmsmtos

Eguamtior. LArititl s <
Tt OO S S-S othom Timae o ofToe ot
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A7 .87 AD DD A0 (e N N
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SV 5 s z3sa15 (FEM) il il 5V 3 HaaiVI 3l o Le Alalidll
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Cross— ) dgedaiall dapdll BV (s Loyl agas aae Adlaal o (7 ) &) Jsandl e oy G
S 5% e sl dugynal Cojliad) e Cipas JSU Jlsdie 5l 25a5 T ((section fixed effect
(Z_Score) e o dusspadl Cijbadll (o Cipan JSI oadaie culs ST asmss H1EY aanl) dpnjd ad
JaadY) z3saill sp (FEM) coll) ekl 591 53 jlasiV) zdga of (of ¢ Jlall il

(Hausman Test) JLid) :(7) ad) Jgaad)
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I3 BETIES - O.oooo

(Eviews7) geeli s <l i 1 jaaall
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Dependent Variaple. Z2 _SCORE
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ADEC <4 121156 1.9693211 2092689 0. 0377
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OV 2277548 1T.805759 -1 . 4aNs5217 O 1586
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[ Lo ) OoO.Ta41132 O.S68201 OoO.as3384a O 8041
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Adaa ity clesally it Jals i ST W 53850 IS i padl)

12 4 2008 Bl pas s land il 38 Akl 2
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-(Net/Dep) ailaghl cadagi duis (QUAL)

o S5 (Z_SCORE) Wl 1 5850 G dysine ADle dgm adey AN Le il cilumill Jod
Jaxal) ALl 3gia o 2ilally Aliaddl Zag )Vl ((COV)  Adaill Jame i) dyeadll ¢ 13Y) i
- (LIQ) Aspudll dusgys (ROES) (ool adaill s/~ L)l

(Z- bl L) pda G Apsine ABMS g Y rdaghl) il dua Al L) -4
. (BM) Ciyaal) agd 48 gul) dabll 4, idaY) dagiligscore)

Lailly (Z_SCORE ) L) yise (s S (o Aysiee 05k ABDle 39a5 (8 ) o) Jsand) (e ol
' (Curry, EImer,2004 ) i dai go 315 Lo 135 (BM ) Gijeal) aguad 438 gual) dagill s 450
ST Ay gal) Aall o6& Latie (g1 4 guall Aaill Ao agaall 4 5i8al) Aadl) ol Ll Angitll oda ysd Sas
C WY (e B Ay finy Cipeaall o (g iy Lae 8L e (Bgud) pgasd) s (065 A guad) Gaill (40
(Z_SCORE) Ll jin¥) yiise dad g i) ) 25 Lae 4phagad ahe ¥ @llds 4l saias ~ 1)K

Sl Y dse e Ayl CGjladll (e Cipas JSy palal) abid) el 591 L
plaill o) Coyead adaial) Y1 Wl cigysm — ase Cipeadl daly 3.05 — &l 2 (Z_SCORE)
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