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The Effect of Using Financing by Debts on Bank's Profitability
(Field Study on listed Banks in Damascus Securities Exchange)

Mohannad Arnaout’
Yazid Mohammad”™"

(Received 22 /9/2016. Accepted 30/10/2016)

O ABSTRACT 0O

This paper aims to investigate the Effect of Using debt on banks profitability,
through the study of the Syrian private banks listed in the Damascus Securities Exchange
between the periods 2010 to mid-2015.

The researcher adopted a systematic and quantitative method deductive input
systematic application of the study and the transfer of applied theory on the structure of
optimal capital Structure and The ratio of debt to the experimental hypotheses testable.

The study population included 14 private bank Listed in the Damascus Securities
Exchange, and the sample of study was 12-bank with the exception of both the Al Baraka
bank and Sham Bank due to the lack of quarterly data provide the first, and the recent
inclusion of its shares to the second.

After Collection the date we analyzed it using statistical program SPSS version 20,
and the results were:

- There is a significant adverse effect of debt to equity on return on assets (ROA).

- There is a significant proportional effect of debt to equity on market value to book
value of equity (Tobin's Q).

- There is no significant effect of debt to equity on the return on Equity (ROE).

- There is no significant effect of debt to equity on the Earning per Share (EPS).

The study concluded the need to move away from funding through debt, as the
funding of the structure by the debt-to-equity adversely affect return on assets (ROA). In
addition, financing by debts in the event of the company's goal was to maximize the market
value to book value of Equity.

Keywords: Debts, Revenue, Return on Assets, Return on Equity, Earning per Share,
Market Value to Book Value of Equity.

“Assistant Professor- Department of Business Administration -Faculty of Economics- Damascus
University- Damascus-Syria
“Postgraduate Student- Department of Business Administration -Faculty of Economics- Damascus
University- Damascus-Syria
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bl 48 48at Y Ly 15 38a3 (Gasilly claiadl) osaal) oF (6f ccul€ a0 Lgadss Al dypuall pas
(1999 ¢saia) sliaall of Dlall agul) Jia 5231

sdgay ) — Wil

ClS ) ol 508 sadl Qulail g el e il iy SN A e Lulad Taaa Zosy)ll o
ddee oV Dty colahy) el o Jpeanll gl ) ISl i <ol e Jpeanll e @l gy
(Sl dmgs iy B s (e el alg AN llaling JleeY aaY) Gulially 4algll Aol & )l
:(Dermine, 2009) oadal) (sl il Gy e (md g2 ey

335



2enackag5la)] ol myy e sl Jygail) alasind il

e il 2Ll 085 -
Ay el ~ L o
all (Say Cum e Jyshally Jpaill adl) o IS e 458 e S L Daglly ddlaial) bl of Ly
Oy Lea aDlenl Alait¥) 363l A 3Bl ()50 gl e (A aa il A e adlal ) 3305 a5k ol
il 53] haans bae Jyshall (gaall 4 el 3 Al ddaiaal oda fagis oSy juaill cadl b dimy)
JSE ) sam W Y] Allall pe (g il Aally Al jiludl) dgal gl dglal) Cliavada (psS5 )
Jishally gad) b Capadl #)
A siaall 2015ally Aaleial) Caplaall 2y G UA (e 4306 5 4dlan bl o of il (K S
Ay i) wilyy S ASS e i o a1 (A @) ) Ll capetd (s A el gl e
CGsmd) 8 Audlil) 4y s 4l J)seY)
A 5l (g ABISS G55 by GiiaS e 45y il Lmy) (530 ails ) Cibinall e a0 lilia
1yl
:(ROA) wlasasall e il (1
.(Abor, 2005) <lidl lagase Jea) ) (Ghually Sl am ~ 1Y) @l lall Jaall dus oo 5le sy
:(ROE) a8l 3sia e xilal) (2
.(Abor, 2005) i8Sl Gsia Sea) I (bually Sl s ~ LY @ lall Jaall dus oo sle sy
:(EPS) aalsl) agadll e 2l (3
daliadl dglall ~LyY) Aand DA e sy canll galell gl dling 3 mpll e Bl s
.(San, 2011) (Aelull) Lo i€all Llall aeud) e Lnalall agudll
:(Tobin's Q) Skl (3geal Ayl Aadll 1) 48 sud) dadll Lo (4
.(San, 2011) & dyzall dedll e A8l (35ia] 48 sl dadl) dand Juala (e Blie A5
séuatl Lland) dfpalf
A8 g apll AN Q1585 e geal) Al S8 DA (e canall AU AW Ul 488 e Jseanll &
sl L) dolee S LgingS ds lise 5583 A0l @yhally Cndl cilaie ludial o5 Al due @lgul)
(ROA ) clagasall o ailal) to 4slal) goia ) ¢ poal) Lunad dygina Ao 93 1300 angy 1 A6Y) Loyl
el Gl (Bad (B A Aaaal) Lualdl) Ay gl gl b
Blally Jiise yuaieS AL Ggin ) 0l paniaty Jaseas lasil JLa) ela) sl 1) & Y1 Al Gy
ol zloay) S (JlLs 0.04 wasill Jalee e cialy 38 (2 ) a8y Jsaad) G LSy ol itiaS Clasasall o
o bl s o pal dalse () agmy By cclagnsall o diladl s o Jai %34 e AL i ) (gl
bl o3
clagasall Ao slal) b Sl gsia ) ¢ sual) S5 Ay Galdd) Jll Jasa¥) g dsall paail) Jalaag fasd¥) Jalea dad 1(2) Jgand)
Model Summary
R R Square | Adjusted R Square | Std. Error of the Estimate
200" .040 .039 1.932

ALl 358 ) o sealla. Predictors: (Constant),
aa) Juladl) mitd o AoVl dalyl) dlae) a1 juaall
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culSs (18.42) (F) b Ailian] Al il 88 (3) o8y Jsaall cp LSy cam ) o 000 021l
e Appsa Adlian) Aysine 53 Japad) JlaaiV) z3sar of e oy 13ag .0.05 e J8F ] gl 4y ginall G
10.05 A2 s5ime die Shasagal) o el g LKL Bsia ) opall gl by .0.05 AV (ssie

hagagall o ilall B AStal) Ggia ) ogt) A Ay Galdl dd) J)asi¥) g dsall Aglany) Lyginal) :(3) Jgaad)

ANOVA®
Model Sum of Squares Df Mean Square F Sig.
Regression 168.317 1 168.317 18.42 .000"
1 Residual 3662.330 262 7.962
Total 3830.648 263
Sl 38 ) oy salla. Predictors: (Constant),
Glasa gall Je Mlallb, Dependent Variable: ROA

aa) Jaladl) mild o alaie Yl dalul) dlae) a1 juaall
o Blal) 3 LSl Goia W (pall Ablan] Lysina 535 S S g (4 ) o) Jsaall Cpn
oldia oo iy B8 RS Gain ) ) o G Basls Aa o)laie L IS O s Clagagal

clasasdl Sle silall i %0.1

(hasasall o vilall B ALl 5s8a ) gl A Ay Qaldl Jasad) Jlaniy) el Alslas culgh :(4) Jsaad)

Coefficients®
Model Unstandardized Coefficients | Standardized Coefficients T Sig.
B Std. Error Beta
(Constant) 012 .002 5.925 | .000
ALl @gis ) sl -.001 .000 =210 -3.598 | .000

Gl sa sall e 2ilalla, Dependent Variable: ROA

Hhasyl Juladl) milil o Al dalyl) aae) (a1 juaal)

8 AL Ggin ) sl Aygiea ANV o 1 clllia of ¢ A A iy Audajdl) ] Jimy V2ag
Uslae LS (Kayy Al G Bad 3sm o Aapaall sl 8 @lldg (ROA) clagasall e ailall Jans
A dapall iy lagasall e ailall 8 ASL 3gis Y sl B a3 Japadl lasiV) z s

(sl gia ) gl x 0.001) — 0.012 = Clagagall o ailal)

dsia o alall o Lslal) ggia ) ool Al Agina AV 3 8l aagy A0EN Luk)dl
SAalal (3B (3dan (B3 B Aa el Laldd) 4 ud) ot B (ROE) 4Ll

e ALl Gsia ) gl ey Jase Jlasd) sl sha) Gaall agd &5 a8 ) A A
0.002  yosill Jalee daf il 388 (5 ) &) Joandl pw LSy 0 paieS ALl 58 e dilally Jiiss
AL s o Slall bt (e i %0.2 i AL Gis ) o) ol 2l oS s

337




Aaucjai‘jb‘j

Al Gy e gaally dysaill alasin) L8l

A ggia o dilall B ALl ggia ) ¢l i Ay Galdl) Bapdl Jlasi¥) g 3sail pall Jalag laady) Jalaa dad :(5) Jgaall

Model Summary

R

R Square

Adjusted R Square

Std. Error of the Estimate

.044°

.002

.000

9.25365

AWl 358 M) ¢y salla, Predictors: (Constant),

uany) Jalaill mi e eV Eald) 038) (e 1 jdaall

ST A8 gall 4 ginall dad culSs (0.853) (F ) o dilian) dad cialy 23 (6) &8y Jsandl oo LS

.0.05

A ggia e alal) b A Ggia Y gl T Ay Galdl) Bl asi¥) g dsall Libany) Lginal :(6) Jstad

AV (ssise ie Apaga Afiliaa) Aygine 9 Gal Japdll JlaadVl zasa of e Jyy 1385 .0.05
:0.05 A3 (s5ine e AL Gia o Blall & gasn 3 ASL s ) gaall Gl s

ANOVA”
Model Sum of Squares Df Mean Square F Sig.
Regression 015 1 015 0.853 211°
1 Residual 5.749 262 012
Total 5.765 263

Sl 358a ) o wlla, Predictors: (Constant),

A8kl 3 8a e 2ilallb, Dependent Variable: ROE

aa) Juladl) mith o alaie Yl dalul) dlae) a1 jiaall

lapasall e el 5 ASL G ) 0l Aflan) dygine 50 20ns aae (7) ) ol s

A ggia e ailal) b At Ggia ) Gl S Ay (alal) Bl asi¥) g igal Aolaa culgh 1(7) Jgaadl

Coefficients®
Model Unstandardized Coefficients | Standardized Coefficients T Sig.
B Std. Error Beta
(Constant) .021 .007 2.843 .000
ALl @gis ) sl -.001 .001 -.052 -1.109 211

ALl 3 8a e xilalla, Dependent Variable: ROE

s .0.05

LS (S

hasyl Juladl) zils o sl dalal) aae) (a1 juaal)

AN ssiae ie Apaga Ailian) Aygiee A Japall JlaadV) z3sall (S ol 4l iy 138
b AL Ggia ) sl Aygiea AN o ST ol clllia Gl (of cAlaa b AU Lyl Audajil) o ey

L) G (e Game 3 Anpaall gl b @l (ROE ) ALl 3 e dilall Jona
ol LS Sl i e i) 8 AL Gsin ) sl S oty o3l Japead) sy 3 g Alslae

(RSl gis Y el x 0.001) - 0.021 = sl 3gia o ailal

aalgl) aguad) Ao adlall & ASLal) Goia ) gl Al Aygina Aa 53 il angy LRGN Ll

SRl (3hsSU (B (B B Aapaal) Laldd) 4 el i) B (EPS)
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Jiine yuia€ AL gin ) (o) ey Jany lass) LA ela) Gl 13gd & 5D Ay A
Slls 0002 2aa) Jalas Gad ity 388 (8 ) ady Jsaall G WSy aols 5uxiaS aalgll galall agudl duang
caalsll (golall agd) daan iy (e aid %0.2 i A8l Bgia ) sl ol z ) ey

caall galal) pgedl duaa B ALY (g ) Gl i Ay Qaldl) Bl )asi¥) £ 3sadl paail) Galrag Jlaady) Jalaa A :(8) Jganll
Model Summary
Model R R Square | Adjusted R Square | Std. Error of the Estimate
1 040" .002 .001 16.5247

AWl 38 M) ¢y s, Predictors: (Constant),
uaay) Juladl) milid o alaie Yl Calul) e ) a2 jiaall

ST A8 ) 2y ginal) dad iS5 (0.683) (F ) i dlian) dad cialy 288 (9) o) Jpandl oy WS
0.05  AV2 (ssie ie Apaga Ailian) Aygine 5 Gad Japdl JlaadVl zhsa o e Jy 1385 .0.05 e
.0.05 Ao siue vic aalgll golall agud) dan 4 gpsa iAKW G ) ggall Gl Sl

Ll galal) agedl duaa A Alal) Goba ) o) i Ay (@Al D) Jlasi¥) g dgall Agilany) Aysinal 1(9) Jgandl

ANOVA"
Model Sum of Squares Df Mean Square F Sig.
Regression 244.536 1 244.536 .683 426"
1 Residual 155625.437 262 338.316
Total 155869.973 263
sl 3 8a ) oy salla. Predictors: (Constant),
2 gl (galal) agudl iasbh. Dependent Variable: EPS

aa) Jaladl) mild o alaie Yl dalul) dlae) a1 juaall

pend) dan 8 ASL) Bgin ) osall Ailias) dygina 3 Sl asag ae (10 ) &8y Jsaall o LS

2aalgll galall
calgl) galal) aged) Las & ASLal gsia ) Gaaal) ST Ay GalAd) Jasad) JlasiY) g dgad Aalaa el 1(10) Jaadl
Coefficients®
Model Unstandardized Coefficients | Standardized Coefficients T Sig.
B Std. Error Beta
(Constant) 4.458 1.219 5.625 | .000
ALl 3 g ) sl 113 172 040 850 | .426

) 5l (galall agull ang. Dependent Variable: EPS

i) Jalatl il e eVl Eald) 08) (e 2 daal)

Gsin A sl dysiea AN b ST of llla Gl of (Alaa 8 LAY L)l Luda sl of iny 14
LS Says AL (3 e (3sm 8 Aayaall i) 8 Gllds (EPS) aalgll golall pgudl duaa 8 4SL)
fol LS aalgl) oalad) agud) a4 ASL) Bsin ) sal) S Qo @A) dapad) 5aad) 73 g dlalas

(ASlal s ) ol X 0.113) + 4.458 = aalgl) golal) pgedl duas
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2enackag5la)] ol myy e sl Jygail) alasind il

o Adgad) Aadl) o Aslal) G L) ¢l dpadd Aygina A 53 50 dagy dall) Ll
SR (3 sSU (Bdad (B (b Aajaall Aaldd) Ay pud) dsidl & (Tobin's Q) Aslal) (§ghal 45041 dagil)

Jiine paieS AL (3gha ) aal) ey Tass lanil LRI eha) Gmsall 136d 5 3 dadys A
Jolre Ao caly 33 (11 ) ad) Jsaadl (py LSy ol piaS ALl (gl 4y al) dagdl) Y] 48 ) Al
A ) Aagdl) iyt e Tl % 1.2 e AL Bgia ) sl ol 2y Sy lls 0.012 ypaal)
ALl (g5l dyyial) dadll )

Lail) b LSl ggin Y (sl 3 Ay Galdl) Bopdl Jasi¥) g dgall panil Jaleag Jlasai¥) Jales 4ad :(11) Jstad
ALl (5 ghat 4 ) Aadl) ) Adgud

Model Summary
Model R R Square | Adjusted R Square | Std. Error of the Estimate
1 .109* 012 011 1.785475
ALl 358a ) ¢ wlla, Predictors: (Constant),

uaay) Juladl) milid o alaie ¥l Calul) e fa : jaaall

(4.725) (F ) saé dilan) 2af caaly s (12 ) o) panl) o LSy im0 (0 000 a2l
ippsa Aflias) dygine 53 Japd) sVl dgal of o Jay 1305 .0.05 (e S8 48 gal) 4y ginall A S
Aggitall adl) ) Adsnd) el 8 gasn A AL s U opall gld ML .0.05 AV (i die
.0.05 QY2 (gsiue dic ASW) §gaal

Aal) ) A guud) Aail) b ASLal) ggin ) Gl T Aty (aldl) Bl asi¥) g dgal Lilaany) Lginall 1(12) Jgaal
Astal) g gl 4y

ANOVA”
Model Sum of Squares Df Mean Square F Sig.
Regression 20.260 1 20.260 4.725 .010°
1 Residual 1466.444 262 3.188
Total 1486.704 263
AWl 3sas M) ¢y salla. Predictors: (Constant),
4 il Aadl) ) 48 5l Aadllh, Dependent Variable:

hasyl Juladl) zils o sl dalal) aae) (a1 juaall

) Al Al 5 ASL i ) (sl Aflmn] Bygina 535 o) T 25mg (13) 685 dsandl oo
% 3815 AL (g ) (osaall le b anly Aad ol L IS of Gy Ll 3 iad Ay 5aall el
Ll Gghal gl Aall LY Asndl el 3 %3.2 5)lka sk

g 0al) Aagdl) ) Adgad) Aadl) 8 ASLal oia ) Gaal) ST Ay GalAd) dasnd) )asiY) g agal Aalaa el 1(13) Jgaadl

Coefficients®
Model Unstandardized Coefficients | Standardized Coefficients T Sig
B Std. Error Beta ’
(Constant) 1.278 118 13.470 .000
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Al i N ol [ 032 | 017 | 117 | 2521 |

4yl daall ) 48 sull 4adllb. Dependent Variable:

aa) Jaladl) mild o alaie Yl dalul) dlae) e 1 jiaall

8 AL gin Y soall Aygiea AN 3 1 clilia (of  ABae Aaal) Apani V) Al il ey V2
G By (Bsm (3 Aaadl lgid) b cllyg (Tobin's Q ) dSlal) (3siad Aol Zagll ) 48 sl dagdl
A gud) dall 8 ALl Bgin Y el Baw B G o3 dasall laaiV) 2 3sas Alalae BES (S AL
tool LS AL (3l Aypall Al )

(Al ggis ) (gl x 0.032) + 1.278 = 4Slal) gghal 4 bal) Aadl) ) A sud) Aadl)

cibmagilly clalifiuy|

ralkabiiud 1

Cua ((ROA ) clasasall o silad) o &SL Ggia ) (ygall dygina AN 53 e 50 aag .1
alatind o ey ey . clasasall e dilal) it e %3.4 0 s et KL Bgia ) gl of G
hsasall o slall mliasl ) s ST dasn (@) el Gob o dagaill gl

-(ROE) Zslal) (3ia o ilall o LSLl Gsin (ool dsina AN 53 il 220 Y .2

(EPS) a5l galall aguall duan e ASL i ) pall dygine AN 0 480 28 Y L3

Gial A8l Al Y Adsudl dal o TSI 3gia ) @aall Aygine AN 53 s2)k il ang 4
) Asndl Aall s 00 %12 Jsn e L) Ggin ) sl o 0 G . (Tobin's Q) 4L
Al Al ) A pud) Aal) Jray ST (adla5) sl gl aladid o g L ASL (358l 3yl Aol
Sy Jeb sl 3gial

a2

L) Ggia ) Oseal) Ay Siciall asaill IS o Dliels el Gyl e Jasall) e Sl3) 1
(ROA) casasall e silall o U8 e Usins Jlay e IS5 s

S5 ALl Gia ) el Ry Jiaial) dasaill IS of a2y sl Gl 0 dasall oo 2bi¥) 2
b s adly L (Tobin's Q ) 4Ll G§giad 4yl Lol ) 48 gud) Lol Ay 3 Lgina Jlag )b S
Y by Ayl 553 JNA gysudl SLaBY) die ey (g2 gaiil) adiaily S (S8 @il A8 ) Aadll ¢
AL (§aal AsEal) dagll uSas

o) i) s siaiadl 2LV Gpb g JisallS (o pall ALy Jisd las 486 e Jead) .3

OF LasusY Ayl 038 Leal) Jeagil) 5 ) el ol HLEaY 4aaY il shal e Jeall 4
Agges L e S Aaabll La)V) 5538 gabieay cilS Ayl 35

sl g U e Al s hals eyl e (AT clelall BaY cluha ehal e daall .5

Auhall s3a 8 dextiuaal) e e elol o aladind PUA (e 28aY Slub sha) e daall .6
LS Gsia o dlall e IS Gmp Sl Gsin ) el s o ABle s ) deagil iy o1 48 Al
(EPS) aslll salall agudll Lan s (ROE)
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