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Abstract 

In a highly competitive banking business environment of today, it is essential to maintain the bank's profitability to remain in the 

business and contribute towards a country's financial development. In this regard, this study tries to identify the role of banks' 

credit risk and liquidity status on their profitability. This study used a two-step GMM dynamic panel model to analyze the 

effects of bank credit risk and Liquidity on the profitability of banks using data obtained from 36 selected Sub-Sahara African 

countries from 2000 to 2020. The regression results prove the significant effect of risk and liquidity factors on banks' 

profitability. Specifically, bank credit risk adversely affects profitability, whereas liquidity affects the bank’s profitability 

positively. The control variables included in the model show mixed results, with trade openness indicating a significant 

adverse effect on profitability. Others, such as inflation, and financial openness, negatively affected banks' profitability. 

The implication of this study is that it is crucial for policymakers and bank managers to design effective credit risk 

management strategies to maintain bank profitability, stay competitive, and thereby contribute to the overall development of the 

financial sector in the study area. 
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1. Introduction 

In today's world, banks play a significant role in a country's 

economy and are regarded as the main economic pillars in 

every country. They also significantly contribute to the expan-

sion and development of the financial and economic sectors 

by influencing the investment climate through directing dif-

ferent types of savings toward successful ventures. They are 

therefore essential for accepting deposits, granting credit, and 

providing customers with other financial service [19]. The 

commercial banking industry's development and success are 

influenced by a number of factors, particularly profitability 

growth and lending patterns [37, 90, 124]. 

One of the major purposes of banks is to be profitable. This 

is also a sign of effective management because it shows that 

the bank can bring in capital and invest in a variety of invest-

ment opportunities. With the increased use of information and 
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communication technology, which has an effect on bank prof-

itability, the banking industry is one that is very competitive 

[19]. Banking is a risk-taking industry. In most cases, banks 

play the intermediation role by receiving savers' deposits and 

lending the money to borrowers. They are exposed to numer-

ous risks as a result, which may have an impact on their prof-

itability directly or indirectly [99, 119]. 

The provision of credit is a bank's primary source of income. 

Credit risk is one of their big challenges in this industry. Ac-

cording to Boahene, Dasah, and Agyei (2012), credit quality 

is a crucial determinant of a bank's financial stability and 

health. Poor credit or loan quality has a significant effect on 

bank failures because it is the primary source of income for a 

bank [39]. 

Investors often use ongoing projects and increase customer 

confidence, which propels economic growth in a nation [86]. 

However, it is common for these banking organizations to 

lend money to investors without expecting repayment from 

the borrower (s). This may ultimately have a negative impact 

on financial profitability and cause the bank to fail. Therefore, 

since the financial crisis, credit risk is the primary focus of risk 

management in the majority of banks worldwide [48, 57, 80, 

84, 95]. 

Studies have shown that credit risk and bank profitability 

are positively related [68], while others indicate a negative re-

lationship [24, 52, 59, 69, 71, 100, 102, 112]. As a result, study 

results suggest that findings are incoherent regarding how 

credit risk influence bank profitability. 

In the same manner, liquidity is regarded as one of the key 

factors influencing bank profitability in contemporary bank-

ing literature, and numerous studies have recently addressed 

this relationship. Empirical evidence, however, has provided 

a variety of findings. While some researches have revealed a 

positive relationship between liquidity and profitability [35], 

many others have shown the opposite relationship [46, 75, 76]. 

The banking literature reveals that bank profitability is de-

termined by both bank-specific and external factors, according 

to a thorough analysis of the elements that determine bank 

profitability [33, 103]. 

Though several empirical researches have been conducted 

to investigate the effect of various bank specific and macro 

specific variables on bank profitability, financial openness, 

trade openness, and monitory policy parameters as explana-

tory variables weren’t yet researched and examined to show 

their effect on profitability of SSA banks. 

In nutshell, we identified inconsistent and contradictory 

findings in the empirical evidence regarding the impact of 

bank- and macro-specific factors and their interactions with 

commercial bank profitability. Additionally, the empirical 

data shows that a number of macroeconomic variables, such 

as financial openness, trade openness, and monitory policy pa-

rameters were understudied and their relationship with the 

banking industry was not thoroughly established. These vari-

ables were revealed to have an impact on the profitability of 

commercial banks. 

However, these studies have a methodological and evidence 

gaps because the majority of them have relied on panel data 

employing OLS and regression analysis. In addition, the find-

ings and the research methods of the prior studies were in con-

tradictions. Furthermore, the studies' findings on the effect of 

macroeconomic variables on bank profitability are conflicting 

with some pointing to an insignificant impact and others 

claiming a significant effect. Numerous factors were not in-

vestigated, including trade openness, financial openness, GDP 

per capita, and monitoring policy parameters. 

The main issue noted in earlier studies is the conflicting re-

sults about the relationship between bank profitability, liquid-

ity, and credit risk impacts. The examined empirical studies 

produce results that are non-directional and inconclusive for 

various variables, including trade openness, financial open-

ness, and monitoring policy parameters. This is because no 

single factor has been identified as having a positive or nega-

tive impact on ROA. Additionally, the majority of earlier stud-

ies were carried out in developed economies. 

This paper represents the first attempt at investigating the 

effect of monitory policy parameters, trade openness and fi-

nancial openness, Bank credit risk, liquidity, GDP, and infla-

tion on commercial banks profitability in SSA using dynamic 

panel model. This study reexamines the factors that influence 

bank profitability, with a primary focus on bank credit risk, 

liquidity, monetary policy parameters, trade openness, infla-

tion, financial openness, and GDP as a predictor variable. 

Hence, the main purpose of the study is to investigate the 

effects of Bank credit risk, liquidity and macroeconomic fac-

tors on Profitability of Banks in Sub-Saharan Africa. Specifi-

cally the study was designed to: to investigate the effects of 

Bank Credit Risk on Profitability of Banks in Sub-Saharan Af-

rica; to determine the effects of Liquidity on Profitability of 

Banks in Sub-Saharan Africa; to examine the effects of mon-

etary policy parameters (broad money supply) on Profitability 

of Banks in Sub-Saharan Africa; to examine the effect of trade 

openness (import + export/GDP) on Profitability of Banks in 

Sub-Saharan Africa; to examine the effects of macroeconomic 

stability proxied by an inflation rate, on Profitability of Banks 

in Sub-Saharan Africa; to investigate the effects of GDP per 

capita, on Profitability of Banks in Sub-Saharan Africa, and to 

determine the effects of financial openness proxied by the Ko-

pen index on Profitability of Banks in Sub-Saharan Africa. 

In order to achieve the above objective, the study answers 

the following research questions. What are the effects of Bank 

credit risk, liquidity, monitory policy parameters, trade open-

ness, financial openness, macroeconomic stability and GDP 

on profitability of banks in Sub Saharan Africa? 

In several aspects, the empirical analysis of this study en-

riches and advances the body of literature. At first, no previous 

attempt has been made to analyze the combined effects of 

credit risk, liquidity, monitory policy parameter measured by 

broad money supply, financial openness, trade openness, mac-

roeconomic stability proxied by inflation rate, and GDP per 

capita on the profitability of banks in Sub-Saharan Africa. 
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Secondly, this study offered a significant contribution by in-

corporating the interaction between bank profitability and the 

mentioned variables because several of the explanatory varia-

bles had not before been explored in relation to bank profita-

bility. According to the literature, while there have been many 

studies on bank profitability, only a small number have used 

dynamic panel techniques models to look at the factors that 

affect banks' profitability. This could be a crucial point of de-

parture for future researchers, so this paper uses dynamic 

panel techniques models (GMM) which contributes a lot to the 

current literature. 

The remaining part of this study is organized as follows. 

Section two m a k e s  review of the theoretical and empirical 

literature on the effect of credit risk and liquidly. Section three 

describes the data and presents the empirical estimation strat-

egies used. Section four reports the main findings and makes 

a discussion of the findings. Finally, a conclusion and policy 

implications are provided in the last section of the paper. 

2. Review Literature 

This section provides a thorough review of prior studies 

that have identified the factors that affect bank profitability. 

It discusses research outputs that have looked at different de-

terminant factors affecting the profitability of banks focusing 

on all macroeconomic and bank specific variables. Despite 

the enormous number of studies investigating at how the de-

terminants of bank profitability such as, bank credit risk, li-

quidity levels, and macroeconomic related factor affect banks' 

profitability, there are still differences of opinion regarding 

the nature of the relationship. As a result, this section empha-

sizes on the methodological and empirical gaps related to the 

topic and the variables of interest. 

Many banks around the world experienced major chal-

lenges with profitability during the global financial crisis, and 

some of those banks are still struggling to recover. Since then, 

one of the main worries has been the stability of the banking 

system [38]. As a result, a number of previous researchers 

have been attempting to find the key determinants of bank 

profitability. Various studies have examined bank profitability, 

while some researchers concentrate on the banking systems of 

specific countries; other studies base their study on cross-

country data [77]. Despite the enormous number of studies in-

vestigating at how the determinants of bank profitability such 

as, bank credit risk, liquidity levels, and macroeconomic re-

lated factor affect banks' profitability, there are still differ-

ences of opinion regarding the nature of the relationship. 

The results of research on the relationship between credit 

risk and bank profitability are conflicting and mixed results. 

The body of knowledge on the subject is growing, particularly 

in the aftermath of the most recent global credit crisis in 2007, 

which had negative influences and threatened the stability of 

the financial system. However, while some empirical re-

searches have supported the negative relationship, others have 

found a positive relationship [55, 69]. 

According to empirical studies, the impact of credit risk on 

banks' profitability varies significantly depending on the type 

of bank. Since credit risk has been identified as one of the pri-

mary elements known to affect banks' profitability, the impact 

of this factor on profitability has attracted the attention of nu-

merous scholars. 

Others who have conducted in-depth studies on the subject 

have come to differing conclusions with their findings. Some 

found a positive relationship between credit risk and bank 

profitability [2, 18, 115], while others found a negative one 

[10, 25, 50, 61, 87, 113]. To the contrary [72] documented no 

relationship between credit risk and profitability, as their find-

ings revealed that profitability of the banks were not influ-

enced by bank credit risk, suggesting that there were other var-

iables at play to impact the bank profitability. 

Therefore, the empirical evidence reveals that the findings 

of the previous studies were not directional and consistent to 

reveal the effect of credit risk on bank profitability. The re-

search findings on the relationship between credit risk and 

bank profitability are contradictory and mixed results. 

The relationship between liquidity and profitability in bank-

ing is investigated in different studies. 

[114], examine the factors that affect the profitability of 

banks that were listed on the Amman Stock Exchange be-

tween 2010 and 2018. The study used GMM technique and 

reveals that capital levels, liquidity, and credit risks signifi-

cantly increase bank profitability. 

[7, 69], revealed that liquidity has a positive impact on bank 

profitability. The latter documented that liquidity, as meas-

ured by total loans to total deposit ratio, has a positive impact 

on profitability in case of net interest margin, but this relation-

ship is insignificant. 

Similarly for the years 2003 to 2006 [107], studied a sample 

of 25 Bangladeshi banks. The findings showed a relationship 

between liquidity risk and bank performance that was positive, 

indicating that banks must enhance their liquidity to be more 

profitable. A study by [137] also examined the effects of credit 

risk, liquidity, capital, and market structure on banks' profita-

bility over an eleven-year period in Palestine, a developing 

country (2010 - 2020). A dynamic panel model was applied to 

the sample of 12 banks with three econometric models repre-

senting profitability indicators employed by the study. 

In addition to the linear regression models was employed 

with GMM estimator (Generalized Method of Moments). Ac-

cording to the findings, market structure, liquidity, and capital 

as well as credit risk have an impact on the profitability of 

banks as evaluated by ROA, ROE, and NPM. The findings 

argued that there is still a debate or uncertainty over the nature 

of the relationship, despite the fact that empirical evidence in-

dicates the negative relationship between liquidity and profit-

ability. 

In their studies, [125] present the argument that banks with 

higher liquidity levels have lower earnings. According to Tran 

et al. (2016)'s empirical analysis, managing liquidity is neces-

sary to increase earnings. In their analysis [41], establish the 
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argument that banks with more liquid assets are more profita-

ble. They contend that having more liquid assets reduces the 

banks' illiquidity and financing costs. In their analysis, [62], 

note that there is a poor correlation between bank performance 

and liquidity. The above arguments were at opposed with one 

another, and their conclusions were not firmly proven. 

Moreover, using panel data from 12 developed economies 

between 1994 and 2006, [46], examined the factors driving 

liquidity risk and the relationship between liquidity risk and 

bank profitability. The study revealed that ROAA and ROAE 

are fundamentally and inversely related to liquidity risk, as 

anticipated by the financing gap. According to ROAA and 

ROAE estimates, banks are less profitable when the financing 

gap is bigger (i.e., when liquidity is higher). 

Studies have shown that liquidity and bank profitability are 

positively related [11, 15, 44, 54, 136] while others indicate a 

negative relationship [29, 129, 131], In the same manner Some 

studies [17] show no relationship between liquidity and prof-

itability of banks. ONGORE & KUSA (2013) studied the im-

pact of factors on the profitability of banks. The article uses 

OLS on panel data to estimate the parameters. The results 

show that bank-specific factors significantly affect the ROA, 

ROE, and NIM of commercial banks in Kenya, except for the 

variable liquidity [100]. Therefore, the previous Study results 

suggest that findings are incoherent regarding how liquidity 

impact bank profitability. 

The profitability of banks is influenced by external factors, 

which are economic indicators beyond of a bank's control. 

Economic growth, commonly known as GDP growth and in-

flation rate, is one of the major macroeconomic variables that 

might have an impact on bank performance. Petria, Capraru 

and Ihhatov agrees that GDP growth and bank profitability are 

related positively [106]. A similar relationship between GDP 

growth and the performance of Latin American banks was 

found positive relationship [70] and [4], revealed a significant 

positive relationship from the findings on 14 Islamic banks in 

eight countries. 

But Noman, Chowdhury, Chowdhury, Kabir, & Pervin are 

among the academics who find a significant negative correla-

tion between GDP growth and profitability. According to the-

ory, demand for banking services increases when there is a 

low risk of loan default. As a result, this raises bank profita-

bility [9]. 

Numerous empirical studies found a significant and posi-

tive relationship between bank profitability and inflation [9, 

27]. However, a study by Bila, Saeed, Gull, & Akram revealed 

that inflation had a detrimental effect on bank performance [5]. 

However, as a high inflation rate is related with strong bank 

performance, a positive impact of inflation on bank profitabil-

ity is theoretically predictable. 

Saeed examines the effect of bank-specific and macroeco-

nomic variables on bank profitability in the United Kingdom 

before and after the global financial crisis in 2008 using panel 

regression analysis to data obtained from Bank scope for 73 

commercial banks in the UK. The empirical finding shows 

that inflation and the level of economic activity (GDP) indi-

cate a negative effect on profitability [11]. 

In general, inconsistent findings from empirical studies ex-

amining the relationship between the factors makes them in-

conclusive. While some research identifies a positive relation-

ship between the variables, others find a negative relationship, 

while still other studies identify no significant relation at all. 

International organizations like the World Bank, Interna-

tional Monetary Fund (IMF), and World Trade Organization 

(WTO) promote liberalizing developing nations' economies to 

allow for the entry of new rivals (foreign industries), which 

lower transaction costs and strengthen the financial systems of 

those nations [104, 117]. 

Liu (2005) argues that, though not consistently and depend-

ing on national characteristics, the WTO's liberalization of 

trade in financial services encourages bank lending to devel-

oping economies. Financial sectors in developing nations, 

which are relatively capital-poor by global standards, are an-

ticipated to be swamped by foreign capital under condition of 

full openness [8, 53, 105]. Trade openness entails trade liber-

alization and complete liberalization of the industrial sector, 

which implies unrestricted free flow of capital into and out of 

an economy. The degree of economic openness, the volume 

of trade between the country and other nations, the degree to 

which foreign traders (importers and exporters) rely on, or use, 

loan facilities from the commercial banks for trade finance, 

and the degree to which the commercial banks engage in mer-

chant banking and trade finance, among other factors, deter-

mine how much trade openness affects the profitability of 

commercial banks [56]. 

Trade openness boosts competition by attracting more for-

eign businesses, which puts pressure on domestic businesses 

to increase infrastructure spending. In order to have simple ac-

cess to loans, regulatory authorities are encouraged to bring 

about reform in the financial industry. By lowering the cost of 

a loan for businesses and raising the amount of credit in the 

economy, those financial reforms increase the banking sec-

tor's competitiveness. On the other side, more financial open-

ness will allow local businesses access to external sources of 

finance from global money and capital markets, hence en-

hancing competitiveness in the credit market. The bank is 

probably going to lower the firm's borrowing cost to remain 

competitive [29]. 

The findings of the empirical analysis show that financial 

and trade openness had a positive effect on the profitability of 

commercial banks, but the effect of trade openness was statis-

tically insignificant. Additionally, it shows that while trade 

openness had a negligible effect on profitability for commer-

cial banks during the period of the global financial crisis 

(2007–2010), financial openness and inflation did. These re-

sults lead us to the conclusion that, if commercial banks are in 

a position to benefit from economic openness, profitability 

could increase [116]. 

The literature on the impact of trade openness and financial 

openness on commercial banks' profitability is still quite low 
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because there haven’t been many studies done to look into this 

topic. This study is expected to significantly add to the body 

of literature already in existence. Asongu, using the fixed ef-

fect panel data analysis of 29 low- and middle-income coun-

tries in the continent, finds that openness to trade and finance 

results in less efficiency in low-income countries [31, 45]. The 

study sought to investigate the role of openness in bank effi-

ciency with respect to income levels of selected African coun-

tries. The impact of financial openness is the same in middle-

income countries; however, the impact of trade openness on 

banks profitability in such nations is statistically insignificant. 

Bank profitability is influenced by monetary policy in two 

different ways. Firstly, lowering interest rates has a positive 

effect on macroeconomic conditions that will help the banks 

by lowering their funding costs and raising the creditworthi-

ness of the borrowers. Second, monetary policy accommoda-

tion may result in a decline in net interest income [3]. The re-

lationship between monetary policy and bank profitability has 

been the subject of some studies. Although there is still a lack 

of study in this area [42], it is unclear whether monetary policy 

affects bank performance in a positive, negative, or neutral 

way. 

Udeh examines into how monetary policy tools affect the 

profitability of Nigerian commercial banks, with a focus on 

the experience of Zenith Bank. According to the study, Zenith 

Bank Plc's earnings before taxes and lowest rediscount rate 

have a strong significant relationship, which has a positive im-

pact on the bank's profitability [126]. 

Rao investigated how monetary policy affects the profita-

bility of Indian banks. In addition to using ROA & ROE as 

proxies for bank profitability, the researcher also uses the 

Bank Rate, Statutory liquidity requirement (SLR), and Cash 

Reserve Requirement (CRR) as proxies for monetary policy. 

According to the findings, lending rates and bank profits have 

a positive relationship; hence raising lending rates will boost 

banks' profitability. After taking into account CRR, SLR, and 

bank rate regression coefficient, it is not significant to explain 

the relationship between the profitability of the bank and mon-

etary policy instruments in public sector bank [92, 98, 109]. 

Younus and Akhta investigated the effects of Bangladesh's 

Statutory Liquidity Requirement (SLR) as a tool for monetary 

policy. Researchers have shown that SLR has undergone ir-

regular improvements using descriptive analysis techniques. 

Prior evidence has indicated that decreases in SLR have a pos-

itive impact on bank loans as well as investment, but only in 

the early 1990s. As essential tools for containing inflation, 

statutory liquidity requirements and cash reserve requirements 

have been highlighted [135]. Studies also noted that in order 

to conform to its market-adjusted approach, Bangladesh Bank 

frequently used open market operations rather than changing 

the Bank Rate and SLR as instruments of monetary policy. 

The existing literature shows that there is a relationship be-

tween monetary policy and bank profitability; however, the 

results are inconclusive and vary across different countries. 

Given that, to our knowledge, there is no comprehensive study 

that has explored this relationship in the SSA that investigates 

the relationship between broad money supply and bank prof-

itability. Hence surprisingly, the link between monetary pol-

icy and bank profitability is an under-researched area. There-

fore, this study explores the link between monetary policy and 

bank profitability in more depth, focusing precisely on the re-

lationship between the broad money supply and bank perfor-

mance so as to fill the literature gap. 

In a nutshell, we found conflicting and inconsistent findings 

in empirical evidence on the influence of bank- and macro-

specific factors and their interactions with commercial bank 

profitability. This study fills in this vacuum by identifying the 

variables that affect the profitability of commercial banks us-

ing a dynamic panel model with a GMM estimator that incor-

porates all SSA commercial banks. 

3. Methodology 

In general, this section describes the methodology of the 

study. In particular, it gives a brief explanation of the different 

types and sources of data, a description and measurements of 

the variables that were utilized in the analysis, and a specifi-

cation of the econometric models that were used. 

3.1. Data Sources and Description and 

Measurements of Variables 

The primary purpose of this study is to examine how bank 

profitability is influenced by bank credit risk, liquidity, and 

key macroeconomic variables. In particular, it examines the 

effects of bank credit risk, liquidity, GDP, inflation, monitory 

policy parameters, trade openness, and financial openness on 

banks' profitability in Sub-Saharan African countries. 

Accordingly, annual data on bank credit risk, liquidity, and 

other control variables are needed and obtained from various 

sources for sub-Saharan African countries in order to achieve 

the objective. 

However, the study has selected 36 sub-Saharan African 

countries only for which we can get a complete dataset be-

cause a complete collection of data for all of them is not yet 

available. 

The study used panel data since it allows for the tracking of 

changes in variable values and relationships over time. Panel 

data can be used to investigate the effects of lags, and the val-

ues and ordering of the data points both have meaning [14]. It 

also enables for controlling unobserved characteristics of in-

dividual banks. 

The study relied on data from the years 2000 to 2020 be-

cause it is the time frame for which pertinent data was ob-

tained. The study has used both institutional data at country 

level and macroeconomic level data which were obtained 

from World Bank and International monitory fund (IMF) of-

ficial websites. Thus, the data for the used variables were ob-

tained from the World Bank Open Data source [125, 128]. 
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Based on the availability of data throughout the study pe-

riod, the number of countries was identified. In summary, 

panel data that combines time-series and cross-sectional data 

were used in the study [81]. 

Unbalanced panel dataset of 36 SSA countries was used in 

this study. The remaining countries either lack bank data or do 

not submit data to the World Bank, despite that there are 48 

countries in SSA according to the World Bank classification. 

Due to the fact that not all countries provide data for every 

year (or the data were incomplete) the study used 36 countries. 

From the 48 SSA countries because of the absence of com-

plete data Central African Republic, Chad, Comoros, Congo, 

Rep., Equatorial Guinea, Eritrea, Guinea-Bissau, São Tomé 

and Principe, Seychelles, Somalia, South Sudan and Sudan 

were excluded from the study. 

The dependent variable is bank profitability proxied by Re-

turn on Asset (ROA). The existing literature shows different 

alternative bank profitability measures were used such as Re-

turn on Assets, return on equity, and net profit margins. A 

widespread measure of bank profitability is ROA [20, 51, 97, 

110, 113]. The ROA is considered an important profitability 

ratio, indicating the per-dollar profit a company earns on its 

assets. Since bank assets largely consist of money the bank 

loans, the per-dollar return is an important metric of bank 

management. The ratio, which shows the per-dollar profit a 

company makes on its assets, is thought to be a crucial profit-

ability indicator. The per-dollar return is a crucial indicator of 

bank management because the majority of bank assets are 

made up of loans to customers. The ROA is a widely used in-

dicator for measuring the profitability of banks since it reveals 

how leveraged or indebted a company is taken into consider-

ation and includes the money it borrows to finance its activi-

ties in the overall assets. 

In the same manner Sufian and Chong argue that because 

ROA is unaffected by high equity multipliers and gives a more 

precise picture of a company's ability to produce returns on its 

asset portfolio, it is the best indicator of bank profitability 

[119]. 

This is calculated by dividing a bank's net income by its to-

tal assets during the same period. The greater the Return on 

Asset (ROA), the greater the level of profit achieved by the 

bank and the better the company's performance [26]. 

According to the literature, there are numerous ways to an-

alyze risk, including credit risk, market risk, liquidity risk, 

overall risk, etc. In this study credit risk is measured by the 

ratio of non-performing loan to total loans. According to the 

literature, credit risk is measured as the proportion of non-per-

forming loans to total loans (NPLTL), and a higher ratio im-

plies a greater chance of losses due to loan defaults [43, 137]. 

Changes in credit risk may be an indicator of how well a 

bank's loan portfolio is doing [49]. The previous study reveals 

that the relationship between profitability and credit risk is un-

clear. A number of studies, including those by [6, 22, 108, 

118], show that loan provisions are significant and have a 

strong negative effect on profitability. Loan loss provision to 

total loans is another indicator of credit risk because it shows 

how well banks can withstand losses from non-performing 

loans [137]. According to Syafri, the ratio of loan loss provi-

sions to total loans improves profitability. A high ratio indi-

cates a low degree of profitability and a low level of credit 

quality [122]. 

Kolapo, Ayeni, and Oke identified poor management, inef-

fective loan policies, interest rate volatility, low capital and 

liquidity rates, insufficient credit appraisal, improper lending 

procedures, poor lending underwriting, government interven-

tion, and ineffective central bank regulation as the main causes 

of credit risk [60]. 

According to the Basel Committee on Banking Supervision, 

the persistent appearance of non-performing loans is one of 

the major factors contributing to banking sector collapse. The 

banking sector is very vulnerable because deposits from de-

positors make up more than 85% of banks' liabilities. Despite 

the fact that banks primarily rely on lending as a source of 

income, they are also vulnerable to a number of risks that, if 

not properly identified and addressed, could put the organiza-

tion at risk. The majority of banks need competent risk man-

agement techniques to survive, yet some bank managers dis-

regard this responsibility in favor of their own self-serving 

goals. Risk management can help you avoid these procedures 

that give banks the ability to reduce or get rid of the damage 

caused by credit risk. It's necessary for both the survival and 

improved bank performance and demands for a comprehen-

sive and extended credit risk management framework [36, 63]. 

Another bank-specific variable that has had a significant 

impact on bank profit is the liquidity ratio, measured by the 

ratio of liquid assets to customer and short-term funding [76]. 

Higher liquidity is preferred, as it demonstrates the better abil-

ity of banks to manage their liquidity risks; however, holding 

more liquidity contributes to the higher opportunity cost of 

doing business [89]. 

Liquidity ratios measure the ability of a firm to pay its short-

term debts with liquid assets. More liquidity decreases the risk 

of financial failure by providing access to cash when needed. 

This means that more liquid financial institutions are expected 

to be more profitable. Other studies [16, 23, 91, 120] also 

found a positive relationship between liquidity and profitabil-

ity. However, [58, 65, 89, 103] argued that there was a tradeoff 

between profitability and liquidity. In this study we measure 

liquidity by the ratio of liquid assets to customer and short-

term funding. 

The central bank will announce monetary policy on a regu-

lar basis, and it is the mechanism through which the govern-

ment of a country controls the flow of money into its economy. 

It works as a powerful weapon to maintain the stability of a 

currency's purchasing power by regulating the flow of money 

within an economy. Consequently, there is effective commu-

nication between the monetary policy and the success of the 

bank [34, 67, 134]. 

The existing evidence indicates a relationship between 

monetary policy and bank profitability, although the findings 
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are conflicting and country-specific [78]. 

The total worth of monetary assets present in an economy 

at a particular time is known as the money supply (also known 

as the money stock). The central bank's policy mostly deter-

mines the money supply, which has an impact on how banks 

behave and how profitable they are. In this study the monitory 

policy parameter was measured by broad money supply [86]. 

To control for the macroeconomic effect, one of the varia-

bles used in this study was the Inflation which measures the 

level of macroeconomic stability. The macroeconomic stabil-

ity is proxied by the consumer prices indexes (annual percent-

age) which measures inflation rate [133]. 

The rate at which the average price of goods and services in 

an economy is rising over time is known as inflation. Consum-

ers' purchasing power is reduced by inflation because we can 

buy fewer goods and services per unit of currency [83]. 

Based on yearly fluctuations in the consumer price index in 

percentage, we control inflation. The profitability of banks 

may be influenced by inflation since it affects the structure of 

interest rates. Greater loan interest rates will be the result of 

higher inflation, which will boost bank profits. The risk of 

loan repayment may increase with rising interest rates, though, 

as a higher inflation rate affects borrowers' budgets, risking 

their liquidity and reducing their ability to repay loans [82]. 

The GDP, which reflects the amount of economic activity, 

was one of the variables employed in this study to account for 

the macroeconomic influence. The yearly growth rate of GDP 

per capita serves as a proxy for GDP growth [133]. 

The Growth in gross domestic product (GDP) per capita, 

expressed as a yearly percentage change. It is stated as the an-

nual fluctuation in GDP PIB per capita based on the current 

GDP per capita measured in US dollars [32, 73]. 

We utilize the trade to GDP ratio, which is measured as the 

sum of total import and export divided by GDP, to evaluate 

trade openness (TO). This variable is frequently utilized in 

studies on financial development and economic growth [28, 

138]. 

To measure the financial openness (FO), we employ the 

dejure Chinn-Ito index (which is known as the KAOPAN in-

dex). This index is constructed based on the information avail-

able in the IMF annual report on exchange arrangement and 

exchange restriction. More specifically, it considers a binary 

dummy variable, which codifies a cross-border financial 

transaction limitation. A high number indicates a lower level 

of restriction [47]. 

3.2. Econometric Model Specification 

This study uses dynamic panel model specifications to in-

vestigate the effects of bank credit risk and liquidity on prof-

itability of banks which is based on the Arellano and Bover's 

(1995) Generalized Method of Moments (GMM). Previous 

studies in the literature mostly used the conventional ordinary 

least square regression, which has a lot of drawbacks, espe-

cially when working with a big data set and contrarily the sys-

tems GMM method of estimation is helpful to account for po-

tential endogeneity problems [28, 64, 101, 132]. 

GMM takes into account endogeneity, heterogeneity, unob-

served panel, autocorrelation, omitted variable bias, and meas-

urement errors [13]. According to Bond (2002), the system 

GMM estimator provides more accurate results than the dif-

ference GMM estimator due to the unit root characteristic [40]. 

The differenced GMM approach differences all regressors be-

fore eliminating fixed effects to correct endogeneity. However, 

the first difference transformation is flawed since it subtracts 

the previous observation from the present one, magnifying 

data loss gaps [13]. As a result, it somewhat influences the 

anticipated outcome. The System GMM approach introduces 

extra instruments for the lagged dependent variable and any 

other endogenous variables, which greatly enhances effi-

ciency and deals with endogeneity. It also redefines the instru-

ments to be exogenous, with fixed effects, and uncorrelated 

with the lagged dependent variable (exogenous). Moreover, 

unlike Differenced GMM, System GMM does not subtract the 

current observation from the average of all future accessible 

variable data, but vice versa of Differenced GMM [111]. The 

link between the explanatory and dependent variables under 

research was therefore examined in this study using System 

GMM. 

This strategy is also employed since the other conventional 

panel data estimators, like pooled OLS, fixed and random ef-

fects, are biased as a result of the lagged dependent variable 

put into the model. 

To examine the effects of bank credit risk, liquidity and 

macroeconomic related factors interaction with profitability of 

commercial banks of SSA proxied by ROA, a two-step system 

dynamic GMM estimator was applied. The two-step system 

GMM was adopted because it could provide consistent esti-

mates and mitigate endogeneity bias in the model [93]. 

Despite having predictor variables that are not primarily ex-

ogenous and even though autocorrelation and heteroscedastic-

ity exist within the predictor variables, the two-step system 

GMM provides a consistent and effective co-efficient value 

[127]. The technique of the two-system GMM steadiness re-

lies on two diagnostic tests: an autocorrelation test of the error 

terms and the Sargan test for instrument validity. The Sargan 

test, which tests for over-identifying restriction, will first iden-

tify the model specification or evaluate the instrument’s real-

ity related to the error term [129]. 

The main independent variables are bank credit risk that is 

proxied by Non-performing Loan ratio and Liquidity was 

measured by the ratio of liquid assets to customer and short-

term funding. In addition, the control variables (macroeco-

nomic variables) included in the model were Monitory policy 

parameters measured by broad money supply, trade openness 

measured by export plus import divided by GDP, Financial 

openness is measured by the KAOPAN index, gross domestic 

product (GDP) by GDP per capita based on the current GDP 

per capita measured in US dollars, and the macroeconomic 
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stability is proxied by the consumer prices indexes (annual 

percentage) which measures inflation rate inflation. 

ROA, which was used to measure profitability, was em-

ployed as a dependent variable. The study added the lagged 

value of profitability (ROAi,t-1) in addition to the independent 

variables to address the issue of serial correlation. This 

method makes the assumption that the level of bank profita-

bility in the past may have an effect on the level of profitability 

in the present. As a result, the following model is constructed: 

yi,t =  α +  β1 yi,t−1 + β2 Xi,t + β3Zi,t + αi + εi,t    

(1) 

Where yi,t denotes the dependent variable (bank profitabil-

ity proxied by ROA) i at time t. yi,t-1 represents lagged varia-

bles of the dependent variable. Xi,t represents the explanatory 

variables; credit risk, and liquidity, i, at time t. Zi,t represents 

the control variables; GDP, Inflation, financial openness, trade 

openness, and monitory policy parameters proxied by broad 

money supply. α is a constant; β1, β2 and β3 represent the co-

efficients, αi is the unobservable country characteristics and εi,t 

is the error term. 

However, to bring the interaction effect of the explanatory 

variables and control variables on profitability, equation (1) is 

modified as given below in accordance with [114, 133]. 

𝑅𝑂𝐴𝑖,𝑡 = 𝛼 + 𝛽1𝑅𝑂𝐴𝑖,𝑡−1 + 𝛽2𝐶𝑟𝑒𝑅𝑖,𝑡 + 𝛽3𝐿𝑖𝑞𝑦𝑖,𝑡 + 𝛽4𝑚𝑜𝑛𝑝𝑖,𝑡 +  𝛽5𝐹𝑂𝑝𝑖,𝑡 +  𝛽6𝑇𝑜𝑝𝑖,𝑡 + 𝛽7𝐺𝐷𝑃𝑝𝑐𝑎𝑖,𝑡 +  𝛽8𝐼𝑛𝑓𝑙𝑛𝑖,𝑡 + 𝛼𝑖 + 𝜀𝑖,𝑡            (2) 

4. Results and Discussion 

4.1. Descriptive Statistics 

Table 1 provides descriptive statistics, including the mean, 

the standard deviation, minimum and maximum observations 

for outcome variables and predictors. The results indicate a 

variation between the mean values and standard deviation of 

ROA as profitability measure from 2000 till 2020 among 

banks of Sub-Saharan African countries. 

Table 1 shows that the mean value of ROA is 2.13 (213%) 

with a minimum value of −23.26 and a maximum value of 

12.66. This result indicates that sampled countries banks on 

average make Birr 2 and 13 cents from a birr invested in their 

asset. This ranges from a loss of -23 birr and 26 cents to a 

profit of 12 birr and 66 cents during the study period with a 

standard deviation of 2.03 (203%) from the mean. 

The ratio of non-performing loans to total gross loans is 

used to quantify credit risk. Its average value is 10.6, with 

minimum and maximum values of 1 and 74.1, respectively. 

The standard deviation, which is 9.23, shows that there is di-

versity in the credit risk level of the banks in the selected na-

tions. This implies that the mean value of credit risk which 

was measured by non-performing loan to gross loan as an in-

dicator of bank credit risk was 10.6, which indicates the banks 

operating in sub-Saharan African countries are exposed to av-

erage level of credit risk as compared to other explanatory var-

iables. 

The ratio of liquid assets to customers and short-term fund-

ing, which measures liquidity, has an average value of 39.14, 

with minimum and maximum values of 6.87 and 102.76, re-

spectively. The standard deviation, which is 18.69, shows that 

there is variance in the liquidity position of the banks in the 

tested nations. From the macro-economic variables, financial 

openness has the lowest average value of -0.497 (-49.7%) and 

the lowest standard deviation of 1.24 with minimum and max-

imum values of -2 and 2, respectively. 

Table 1. Descriptive statistics for the dependent and explanatory variables. 

Variable obs. Mean Std.Dev. Min Max 

ROA 731 2.134103 2.02939 -23.25714 12.65756 

L1 720 2.157011 2.055109 -23.25714 12.65756 

CreR 720 10.601 9.233782 1 74.1 

Liqy 731 39.13537 18.68709 6.871921 102.7618 

GDPpca 752 1720.547 2122.0.77 110.4609 11645.98 

Top 710 67.48603 29.52875 16.35219 175.798 

Infln 752 10.05641 34.9141 -9.616154 557.2018 

monp 752 30.6471 20.56599 2.857408 156.8433 

Fop 731 -0.4978479 1.240045 -2 2 
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4.2. The Two-step System GMM Estimation 

Result 

The system GMM technique is used in the study to investi-

gate the link between the chosen variables and bank profita-

bility. It is imperative to discuss the findings of the diagnostic 

tests before providing the empirical data. The model's findings, 

which were used to determine the factors that affect commer-

cial banks' profitability in Sub-Saharan African countries, are 

shown in Table 2. We discuss the Hansen and Sargan tests. 

The Hansen J test is used to evaluate the reliability of the in-

struments; it examines the null hypothesis of the overall relia-

bility of the instruments; failure to reject these null hypotheses 

supports the selection of the instruments. The Sargan test 

makes the assumption that the residuals or error terms don't 

correlate with the instrument's variables. When the null hy-

pothesis that the over-identifying instruments are valid is ac-

cepted, the test's validity is established [111]. 

Additionally, the autocorrelation/serial correlation test of 

the error term is demonstrated to test the null hypothesis that 

the differenced error term is first and second orders serially 

correlated; if the null hypothesis of no second-order serial cor-

relation is not rejected, it is implied that the original error term 

is serially uncorrelated and the moment conditions are suitably 

specified (i.e., the value of AR (2) >0.05). 

According to Table 2, the F-test statistics (Prob > F = 0.000) 

indicated the model's goodness of fit, the Hansen statistics re-

sult (Prob > chi2 = 0.236) evidenced the validity of the instru-

mental variables, the Sargan test (Prob > chi2 = 0.960) con-

firmed the validity of the over identifying restrictions in the 

GMM estimation is accepted for all specifications, and the 

second-order autocorrelation is rejected by the test for AR (2) 

(Pr > z = 0.213) as it indicated the absence of second-order 

autocorrelation. 

Our lagged dependent variable, which measures the degree 

of persistence of bank profitability measure ROA, is statisti-

cally significant in the model, indicating a high degree of per-

sistence of bank profitability and justifying the use of a dy-

namic model. The lagged dependent variable's significant co-

efficient indicates that the current year's bank profitability is 

influenced by the profitability of the prior year's banks. The 

lagged value of bank profitability appears to be an appropriate 

tool for measuring bank profitability since it has a positive ef-

fect on the current year of bank profitability. 

Bank credit risk has a negative and statistically significant 

effect on banks’ profitability in sub–Saharan African coun-

tries. A two-step system GMM result reveals there is a nega-

tive relationship between ROA and credit risk after measuring 

credit risk using non-performing loans. According to the rela-

tionship between ROA and bank profitability, credit risk is 

linked to lower bank profitability. The increase in the amount 

of the banks' non-performing loans will cause the profitability 

of the banks to decline, which is a plausible justification for 

the negative relationship between credit risk and bank profit-

ability. 

Non-performing loans create a credit risk that is negatively 

correlated with ROA, suggesting the usefulness of credit risk 

as a risk indicator. By adhering to the right procedures, man-

aging credit risk is made easier, negating the need to create a 

system that will help to reduce expected costs [21]. The body 

of knowledge on the subject is growing, particularly in the af-

termath of the most recent global credit crisis in 2007, which 

had negative influences and threatened the stability of the fi-

nancial system. The findings of this study back up those of the 

previous study, which indicated a negative relationship be-

tween bank profitability and credit risk [10, 25, 50, 61, 87, 

113]. 

The model's findings demonstrated that the profitability of 

banks in sub-Saharan African nations is positively and statis-

tically significantly impacted by liquidity, which gages the ca-

pacity to meet current obligations with current assets. The re-

sult shows that an increase in liquidity leads to increased prof-

itability. The result is in line with the prior literature and con-

sistent with the findings of [11, 15, 44, 54, 136], argued that 

the greater the amount of the resources that are tied up to meet 

the liquidity position, the higher is the profitability but in con-

trast with the findings of [30, 130] who has concluded that 

liquidity is negatively related to profitability. 

Although prior study suggested that trade openness consid-

erably enhances banks' performance and a nation's economic 

development [1, 66, 74, 85, 94, 96]. 

Increased trade openness through access to foreign finan-

cial markets and intense competition in the credit markets 

could increase bank profitability [12]. The ability of domestic 

banks to obtain inexpensive loans from overseas lenders and 

lend them to domestic borrowers is facilitated by trade open-

ness [123]. 

Trade openness has a negative and statistically significant 

effect on banks’ profitability in sub–Saharan African coun-

tries. A two-step system GMM result reveals there is a nega-

tive relationship between ROA and trade openness, the coef-

ficient of Trade openness (TRO) measured by export plus im-

port to GDP ratio is -0.0038647 and its P-value is 0.012. As-

suming all explanatory variables constant at their average val-

ues, the profitability (ROA) of sub-Saharan African countries 

will decrease by 0.39% when trade openness (TRO) increases 

by 1%, which is statistically significant at the 5% level of sig-

nificance and it is in line with Sultonbek Uralov studies [121]. 

This result is not unexpected given that openness encourages 

international banks to compete in the sub-Saharan African 

countries bank. The finding is different from the few previous 

researchers because weaker economies or nations are com-

pelled to compete in the same market as stronger ones, trade 

openness can be dangerous for developing countries or econ-

omies. It's possible that this obstacle will cause freshly 

founded or localized industries to fail. 

Financial openness which was measured by KAOPAN in-

dex has a positive and statistically significant effect on banks’ 

profitability in sub–Saharan African countries and statistically 
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significant at 1% level of significance. The findings of the em-

pirical analysis show that financial openness had a positive ef-

fect on the profitability of commercial banks. These results 

lead us to the conclusion that, if commercial banks are in a 

position to benefit from economic openness, banks profitabil-

ity could increase [116]. 

Monitory policy parameter which was measured by the 

broad money supply has a negative and statistically significant 

effect on banks’ profitability in sub–Saharan African coun-

tries and it was statistically significant at 10% level of signif-

icance. This finding was consistent with [79, 88] who were 

concluded in their study that unconventional monetary policy 

tools reduce the profitability of banks. The prior evidence sug-

gests that monetary policy influences bank profitability. 

Lower interest rates help banks by lowering their financing 

costs and improving the creditworthiness of their borrowers. 

Second, loosening monetary policy could result in a drop in 

net interest income [3]. 

Inflation has a positive and statistically significant effect on 

banks' profitability in sub–Saharan African countries and it 

was statistically significant at 1% level of significance. 

This finding was consistent with numerous empirical stud-

ies found a significant and positive relationship between bank 

profitability and Inflation [9, 27]. This implies that, as a high 

inflation rate is related with strong bank performance, a posi-

tive impact of inflation on bank profitability is theoretically 

predictable. 

Table 2. Dynamic panel-data estimation, two-step system GMM. 

ROA Coef. St.Err. z Sig  

L.ROA .58883 .098116 8.43 ***  

CreR -.0392233 .013159 -2.98 ***  

Liqy .0057044 .0023945 2.38 **  

GDPpca -.0000107 .0000193 -0.55   

Top -.0038647 .0015303 -2.53 **  

Infln .0048652 .0064568 0.75   

monp -.0044738 .0024081 -1.86 *  

FOp . 1962007 . 0717841 2.73 ***  

Constant 1.281458 .2761343 4.64 ***  

Number of obs 387 Prob > chi2 0.000 

Number of Instruments 18 Number of Groups 20 

Hansen Test 0.236 Sargan test 0.960 

Arellano-Bond test for AR (1) in first differences: z = -1.30 Pr > z = 0.192 

Arellano-Bond test for AR (2) in first differences: z = 1.24 Pr > z = 0.213 

5. Conclusions 

The actual data shows that the expansion of the banking in-

dustry is necessary for an economy to grow. One of the factors 

causing economic backwardness in the majority of sub-Sa-

haran African nations is low levels of banking sector develop-

ment in compared to other nations around the world. In order 

to investigate the variables influencing the profitability of 

banks in Sub-Saharan African nations, this study utilized the 

system GMM estimator created for dynamic panel model es-

timate. The paper examines the effect of bank credit risk and 

liquidity on bank profitability in SSA countries over the pe-

riod 2000–2020. Unlike other empirical studies, this paper 

considers bank credit risk and bank liquidity to assess how 

they affect bank profitability while controlling for some 

macro-economic variables which includes GDP per capita, in-

flation, monitory policy, trade openness and financial open-

ness. 

The result of the model indicated that there is a significant 

and negative relationship between bank credit risk and the 

profitability of SSA countries banks. The increase in the 

amount of the banks' non-performing loans will cause the 

profitability of the banks to decline, which is a plausible justi-

fication for the negative relationship between credit risk and 

bank profitability. 

Trade openness has a negative and statistically significant 

effect on banks’ profitability in sub–Saharan African coun-

tries. The results differ from those of the few prior academics 
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because weaker economies or nations are forced to compete 

in the same market as stronger ones, and trade openness can 

create challenges to developing economies or economies. This 

challenge may result in the failure of recently established or 

localized industries. 

Bank profitability in sub-Saharan African countries is neg-

atively affected by a monitoring policy parameter that was 

measured by the broad money supply, and this effect is statis-

tically significant at the 10% level of significance. The study 

found that both liquidity and financial openness have a signif-

icant and positive relationship with the profitability of SSA 

countries banks. This implies that an increase in liquidity leads 

to increased profitability of banks, and the results lead us to 

the conclusion that, if commercial banks are in a position to 

benefit from economic openness, banks profitability could in-

crease. 

6. Research Implications and Future 

Research Suggestions 

The findings and conclusions of this study have important 

policy implications for decision-makers and bank managers. 

Given the fierce competition in the banking industry brought 

on by both macro- and bank-specific variables, it is crucial for 

bank managers to ensure the wise use of bank resources in or-

der to stay competitive. 

There is currently a dearth of empirical research on the ef-

fects of financial openness, trade openness, and monitoring 

policy parameters on the banking industry, opening up con-

siderable opportunities for future study. Thus, the study offers 

suggestions for future investigations. For instance, additional 

study may incorporate macroeconomic variables like foreign 

direct investment and public policy parameters to investigate 

their effect on bank profitability. 

Abbreviations 

GMM Generalized Method of Moments 

GDP Gross Domestic Product 

NPM Net Profit Margin 

ROA Return on Asset 

ROAA Return on Average Asset 

ROE Return on Equity 

ROAE Return on Average Equity 

SSA Sub Saharan Africa 

Author Contributions 

Tesfaye Eresso Gofe: Conceptualization, Data curation, 

Formal Analysis, Investigation, Methodology, Software, Val-

idation, Visualization, Writing – original draft, Writing – re-

view & editing 

Amsalu Bedemo Beyene: Supervision 

Data Availability Statement 

Availability of data and materials all the data generated or 

analyzed during this study are included within the submitted 

manuscript. 

Conflicts of Interest 

The authors declare no conflicts of interest. 

References 

[1] Ali, S., Yusop, Z., Kaliappan, S. R., Chin, L., & Nazar, R. 

(2021). Impact of trade openness, human capital, and 

institutional performance on economic growth: evidence from 

Organization of Islamic Cooperation countries. Journal of 

Public Affairs.  

https://doi.org/10.1002/pa.2654 

[2] Alshatti, A. S. (2015). The effect of credit risk management on 

financial performance of the Jordanian commercial bank. 

Investment Management and Financial Innovations, 12(1), 

338–345. 

[3] Altavilla, C., Boucinha, M., & Peydró, J.-L. (2017). Monetary 

Policy and Bank Profitability in a Low Interest Rate 

Environment. Barcelona GSE Working Paper Series. 

Barcelona graduate school of Economics,  

https://doi.org/10.1093/epolic/eiy013 

[4] Bashir, A.-H. M. (2003). Determinants of Profitability in 

Islamic Banks: Some Evidence from the Middle East. Islamic 

Economic Studies, 11(1), 31-57. 

[5] Bila, M., Saeed, A., Gull, A. A., & Akram, T. (2013). Influence 

of Bank Specific and Macroeconomic Factors on Profitability 

of Commercial Banks: A Case Study of Pakistan. Research 

Journal of Finance and Accounting, 4(2), 117-126. 

[6] Davydenko, A. (2010). Determinants of Bank Profitability in 

Ukraine. Undergraduate Economic Review, 7(1/2). 

[7] Eichengreen, B., & Gibson, H. D. (2001). Greek banking at the 

dawn of the new millennium. National Bureau of Economic 

Research (NBER). 

[8] Liu, L.-G. (2005). The impact of financial services trade 

liberalization on China. Trade and Industry (RIETI), 

Discussion Paper Series. 

[9] Noman, A. M., Chowdhury, M. M., Chowdhury, N. J., Kabir, 

M. J., & Pervin, S. (2015). The Effect of Bank Specific and 

Macroeconomic Determinants of Banking Profitability: A 

Study on Bangladesh. International Journal of Business and 

Management, 10(6), 287-297.  

https://doi.org/10.5539/ijbm.v10n6p287 

[10] Peric, B. S., & Konjusak, N. (2017). How did rapid credit 

growth cause non-performing loans in the CEE Countries? 

South East European Journal of Economics and Business, 

12(2), 3–84. https://doi.org/10.1515/jeb-2017-0019 

http://www.sciencepg.com/journal/ijfbr


International Journal of Finance and Banking Research http://www.sciencepg.com/journal/ijfbr 

 

100 

[11] Saeed, M. S. (2014). Bank-related, industry-related and 

macroeconomic factors affecting bank profitability: a case of 

the United Kingdom. Research Journal of Finance and 

Accounting, 5(2), 42-50. 

[12] Shahbaz, M., Nasir, M. A., & Lahiani, A. (2020). Role of 

financial development in economic growth in the light of 

asymmetric effects and financial efficiency. International 

Journal of Finance and Economics,.  

https://doi.org/10.1002/ijfe.2157 

[13] Ullah, S., Akhtar, P., & Zaefarian, G. (2018). Dealing with 

endogeneity bias: The generalized methods of moments (GMM) 

for Panel data. Industrial Marketing Management, 71, 69–78. 

https://doi.org/10.1016/j.indmarman.2017.11.010 

[14] Wooldridge, J. M. (2006). Introductory econometric: a modern 

approach. International Student Edition, (3rd ed.). Canada: 

Thomson South - Western. 

[15] Yakubu, I. N. (2016). Bank-Specific and macroeconomic 

determinants of commercial banks. International Finance and 

Banking, 3(2), 89-99. https://doi.org/10.5296/ifb.v3i2.9936 

[16] Yao, H., Haris, M., & Tariq, G. (2018). Profitability 

determinants of financial institutions: evidence from banks in 

Pakistan. International Journal of Financial Studies, 6(2), 53. 

https://doi.org/10.3390/ijfs6020053 

[17] Abulaila, M., & Alhathlool, J. (2016). The balance between 

liquidity and profitability in commercial banks (Saudi Arabia). 

Research Journal of Finance and Accounting, 7(6), 78-89. 

[18] Adekunle, O., Alalade, S. Y., & Agbatogun, T. (2015). Credit 

Risk Management and Financial Performance of Selected 

Commercial Banks in Nigeria. Journal of Economic & 

Financial Studies, 3(01).  

https://doi.org/10.18533/jefs.v3i01.73 

[19] Al-abedallat, A. Z. (2017). Factors Affecting the Profitability 

of Banks: A Field Study of Banks Operating in Jordan. 

European Scientific Journal, 13(22).  

https://doi.org/10.19044/esj.2017.v13n22p141 

[20] Alexiou, C., & Sofoklis, V. (2009). Determinants of Bank 

Profitability: Evidence from the Greek Banking Sector. 

Ekonomski Anali / Economic Annals, 54(182), 93-118.  

https://doi.org/10.2298/EKA0982093A 

[21] Al-Gasaymeh, A., Almahadin, H. A., Alnaimi, A., Alzoubi, H., 

& In’airat, M. (2022). Determinants of commercial banks’ 

profitability in volatile environments: Evidence from 

generalized method of moments. Accounting and Financial 

Studies Journal, 26(2), 1-24. 

[22] Ali, K., Akhtar, M. F., & Ahmed, H. Z. (2011). Bank Specific 

and Macroeconomic Indicators of Profitability: Empirical 

Evidence from the Commercial banks of Pakistan. 

International Journal of Business and Social Science, 2(6), 

235-242. 

[23] Al-Matari, E. M. (2021). The determinants of bank profitability 

of GCC: The role of bank liquidity as moderating variable—

further analysis. International Journal of Finance and 

Economics, 1–13. https://doi.org/10.1002/ijfe.2485 

[24] Almekhlafi, E., Almekhlafi, K., Kargbo, M., & Hu, X. (2016). 

A Study of Credit Risk and Commercial Banks‘ Performance 

in Yemen: Panel Evidence. Journal of Management Policies 

and Practices, 4(1), 57-69.  

https://doi.org/10.15640/jmpp.v4n1a4 

[25] Al-shakrchy, E. J. (2017). The impact of credit risk managing on 

bank profitability an empirical study during the pre-and post-

subprime mortgage crisis: The case of Swedish commercial 

banks. Journal of Business and Finance, 3(1), 31-42. 

[26] Amalia, S., & Nugraha, N. M. (2021). The Impact of Financial 

Ratio Indicators on Banking Profitability in Indonesia;. Turkish 

Journal of Computer and Mathematics Education, 12(8), 580-

588. https://doi.org/10.17762/turcomat.v12i8.2839 

[27] Amoah, B., & Gyamerah, I. (2015). Determinants of Bank 

Profitability in Ghana. International Journal of Accounting and 

Financial Reporting, 5(1).  

https://doi.org/10.5296/ijafr.v5i1.7368 

[28] Arellano, M., & Bover, O. (1995). Another look at the 

instrumental variable estimation of error-components models. 

Journal of Econometrics, 68(1), 29-51.  

https://doi.org/10.1016/0304-4076(94)01642-D 

[29] Ashraf, B. N. (2018). Do trade and financial openness matter 

for financial development? Bank-level evidence from 

emerging market economies. Research in International 

Business and Finance, 44, 434-458.  

https://doi.org/10.1016/j.ribaf.2017.07.115 

[30] Ashraf, M., Nabeel, M., & Hussain, S. M. (2017). Liquidity 

management and its impact on – bank profitability: A 

perspective of Pakistan. International Journal of Business and 

Management Invention. 

[31] Asongu, S. A. (2012). Bank efficiency and openness in Africa: 

Do income levels matter? The Review of Finance and Banking, 

4(2), 115-122. 

[32] Asteriou, D., Pilbeam, K., & Tomuleasa, I. (2021). The impact 

of corruption, economic freedom, regulation and transparency 

on bank profitability and bank stability: Evidence from the 

Eurozone area. Journal of Economic Behavior & Organization, 

184, 150-177. https://doi.org/10.1016/j.jebo.2020.08.023 

[33] Athanasoglou, P. P., Brissimis, S. N., & Delis, M. D. (2008). 

Bank-specific, industry-specific and macroeconomic 

determinants of bank profitability. Journal of International 

Financial Markets, Institutions and Money, 18(2), 121–136.  

https://doi.org/10.1016/j.intfin.2006.07.001 

[34] Awe, A. A. (2013). The Impact of Foreign Direct Investment 

On Economic Growth. Journal of Economics and Sustainable 

Development, 4(2). 

[35] Barth, J. R., Lin, C., Ma, Y., Seade, J., & Song, F. M. (2013). 

Do bank regulation, supervision and monitoring enhance or 

impede bank efficiency? Journal of Banking and Finance, 37, 

2879–2892. https://doi.org/10.1016/j.jbankfin.2013.04.030 

[36] Base lCommittee. (2001). Sound Practices for the Management 

and Supervision of Operational Risk. Basel Committee on 

Banking Supervision. 

http://www.sciencepg.com/journal/ijfbr


International Journal of Finance and Banking Research http://www.sciencepg.com/journal/ijfbr 

 

101 

[37] Batten, J., & Vo, X. V. (2019). Determinants of bank 

profitability- evidence from Vietnam. Emerging Markets 

Finance & Trade, 55(1).  

https://doi.org/10.1080/1540496X.2018.1524326 

[38] Bikker, J. A., & Vervliet, T. M. (2017). Bank profitability and 

risk‐taking under low interest rates. International Journal of 

Finance & Economics, 23(4), 1-16.  

https://doi.org/10.1002/ijfe.1595 

[39] Boahene, S. H., Dasah, J., & Agyei, S. K. (2012). Credit risk 

and profitability of selected banks in Ghana. Journal of 

Finance and Accounting, 3(7), 6–14. 

[40] Bond S. (2002). Dynamic Panel Data Models: A Guide to 

Micro Data Method and Practice. Working Paper CWP09/02,. 

Cemmap: institute for fiscal studies.  

https://doi.org/10.1920/wp.cem.2002.0902 

[41] Bordeleau, É., & Graham, C. (2010). The impact of liquidity 

on bank profitability. (Bank of Canada working paper). 38. 

Canada: Bank of Canada. https://doi.org/10.34989/swp-2010-

38 

[42] Borio, C., Gambacorta, L., & Hofmann, B. (2017). The 

Influence of Monetary Policy on Bank Profitability. 

International Finance, 20(1), 48–63.  

https://doi.org/10.1111/infi.12104 

[43] Campbell, A. (2007). Bank insolvency and the problem of 

nonperforming loans. Journal of Banking Regulation, 9(1), 25–

45. https://doi.org/10.1057/palgrave.jbr.2350057 

[44] Charmler, R., Musah, A., Akomeah, E., & Gakpetor, E. D. 

(2018). The impact of liquidity on performance of commercial 

banks in Ghana. Academic Journal of Economic Studies, 4(4), 

78-90. 

[45] Chen K. & Pan C. (2012). An empirical study of credit risk 

efficiency of banking industry in Taiwan. Journal of Chinese 

Management Review, 15(1), 1–16. 

[46] Chen, Y.-K., Shen, C.-H., Kao, L., & Yeh, C.-Y. (2018). Bank 

liquidity risk and performance. National University of 

Kaohsiung. Review of Pacific Basin Financial Markets and 

Policies, 21(01), 1-40.  

https://doi.org/10.1142/S021909151850007 

[47] Chinn, M. D., & Ito, H. (2006). What Matters for Financial 

Development? Capital Controls, Institutions, and Interactions. 

Journal of Development Economics, 21(1), 163–192.  

https://doi.org/10.1016/j.jdeveco.2005.05.010 

[48] Chou, T.-K., & Buchdadi, A. D. (2016). Bank performance and 

its underlying factors: A study of rural banks in Indonesia. 

Accounting and Finance Research, 5(3), 79–91.  

https://doi.org/10.5430/afr.v5n3p55 

[49] Cooper, M. J., Jackson, W. E., & Patterson, G. A. (2003). 

Evidence of predictability in the cross section of bank stock 

returns. Journal of Banking and Finance, 27(5), 817-850. 

https://doi.org/10.1016/S0378-4266(01)00263-1 

[50] De Leon, M. V. (2020). The impact of credit risk and 

macroeconomic factors on profitability: the case of the ASEAN 

banks. Banks and Bank Systems, 15(1), 21- 29.  

https://doi.org/10.21511/bbs.15(1).2020.03 

[51] Dendawijaya, L. (2009). Banking Management. Bogor: Ghalia 

Indonesia. 

[52] Dietrich, A., & Wanzenried, G. (2011). Determinants of bank 

profitability before and during the crisis: Evidence from 

Switzerland. Journal of International Financial Markets, 

Institutions and Money, 21(3), 307–327.  

https://doi.org/10.1016/j.intfin.2010.11.002 

[53] DOSSOU, S. F., & Aksoy, A. (2019). International Capital 

Flows’ Effects and Banking Sector’s Profitability in Emerging 

Countries: Exploring Turkey Case. Journal of business 

research-Turk, 11(4), 2456-2471. 

https://doi.org/10.20491/isarder.2019.752 

[54] Ebenezer, O. O., Omar, W. A., & Kamil, S. (2017). Bank 

specific and macroeconomic determinants of commercial bank 

profitability: empirical evidence from Nigeria. International 

Journal of Finance and Banking Studies, 6(1), 25-38.  

https://doi.org/10.20525/ijfbs.v6i1.627 

[55] Ekinci, R., & Poyraz, G. (2019). The effect of credit risk on 

financial performance of deposit banks in Turkey,. 

ProcediaComputer Science, 158, 979-987.  

https://doi.org/10.1016/j.procs.2019.09.139 

[56] Emmanuel, O. C., & Jude, E. I. (2017). Effect of Trade 

Openness on the Profitability Commercial Banks in Nigeria. 

Journal of Finance, Banking and Investment, 4(2). 

[57] EZIKE, J. E., & O, O. M. (2013). Capital adequacy standards, 

Basel II accord and Bank performance: The Nigerian 

experience (a case study of selected banks in Nigeria). Asian 

Economic and Financial Review, 3(2), 146–159. 

[58] Farooq, M., Khan, S., Siddiqui, A. A., Khan, M. T., & Khan, 

M. K. (2021). Determinants of profitability: A case of 

commercial banks in Pakistan. Humanities & Social Sciences 

Reviews, 9(2), 01–13. https://doi.org/10.18510/hssr.2021.921 

[59] Funso, K. T., Kolade, A. R., & Ojo, O. M. (2012). Credit risk 

and commercial banks‘ performance in Nigeria: A panel model 

approach. Australian Journal of Business and Management 

Research, 2(2), 31-38.  

https://doi.org/10.52283/NSWRCA.AJBMR.20120202A04 

[60] Gande, A. (2008). Commercial Banks in Investment Banking. 

In A. V. Thakor & W. A. B. Arnoud (Eds.),. Handbook of 

Financial Intermediation and Banking, 163–188.  

https://doi.org/10.1016/B978-0-444-51558-2.50011-8 

[61] GITHAIGA, J. W. (2015). Effects of credit risk management 

on the financial performance of commercial banks in Kenya. 

Master of Business Administration University of Nairobi, 8. 

[62] Goddard, J., Liu, H., Molyneux, P., & Wilson, J. O. (2013). Do 

bank profits converge? European Financial Management, 

19(2), 345–365.  

https://doi.org/10.1111/j.1468-036X.2012.00578.x 

[63] Graham, A., & Coyle, B. (2000). Framework for credit risk 

management. Global Professional Publishi. 

http://www.sciencepg.com/journal/ijfbr


International Journal of Finance and Banking Research http://www.sciencepg.com/journal/ijfbr 

 

102 

[64] Hair, J. F., Black, W. C., Babin, B. J., Anderson, R. E., & 

Tatham, R. L. (2006). Multivariate data analysis. (6th ed.). 

New Jersey: Pearson Education. 

[65] Hakimi, A., & Zaghdoudi, K. (2017). Liquidity risk and bank 

performance: An empirical test for Tunisian banks. Business 

and Economic Research, 7(1), 46.  

https://doi.org/10.5296/ber.v7i1.10524 

[66] HO, C. P., PHAM, N. N., & NGUYEN, K. (2021). Economic 

growth, financial development, and trade openness of leading 

countries in ASEAN. The Journal of Asian Finance, 

Economics and, 8(3), 191-199.  

https://doi.org/10.13106/jafeb.2021.vol8.no3.0191 

[67] Hoque, M. A., Ahmad, A., Chowdhury, M. M., & Shahidullah, 

M. (2020). Impact of Monetary Policy on Bank‘s Profitability: 

A Study on Listed Commercial Banks in Bangladesh;. 

International Journal of Accounting & Finance Review;, 5(2). 

https://doi.org/10.46281/ijafr.v5i2.796 

[68] Hosna, A., Manzura, B., & Juanjuan, S. (2009). Credit Risk 

Management and Profitability in Commercial Banks in Sweden. 

rapport nr.: Master Degree Project, 39. 

[69] Islam, M. S., & Nishiyama, S.-I. (2016). The determinants of 

bank net interest margins: A panel evidence from South Asian 

countries. Research in International Business and Finance, 

37(3), 501–514. https://doi.org/10.1016/j.ribaf.2016.01.024 

[70] Jara‐ Berti, M., Moya, J. A., & Perales, A. R. (2014). 

Determinants of Bank performance: evidence for Latin 

America. Academia Revista Latinoamericana Administración, 

27(2), 164-182. https://doi.org/10.1108/ARLA-04-2013-0037 

[71] Kargi, H. S. (2011). Credit risk and the performance of 

Nigerian banks. A study of GTB PLC (1991-2010). Journal of 

Business Research Administration, 3(2), 112–119. 

[72] KITHINJ, A. M. (2010). Credit risk management and 

profitability of commercial banks in Kenya. School of Business, 

University of Nairobi, Keniya. 

[73] Klein, P. O., & Weill, L. (2022). Bank profitability and 

economic growth. The Quarterly Review of Economics and 

Finance, 84, 183-199.  

https://doi.org/10.1016/j.qref.2022.01.009 

[74] Kong, Q., Peng, D., Ni, Y., Jiang, X., & Wang, Z. (2021). Trade 

openness and economic growth quality of China: empirical 

analysis using ARDL model. Finance Research Letters, 38. 

https://doi.org/10.1016/j.frl.2020.101488 

[75] Kosmidou, K. (2008). The determinants of banks‘ profits in 

Greece during the period of EU financial integration. 

Managerial Finance, 34, 146–159.  

https://doi.org/10.1108/03074350810848036 

[76] Kosmidou, K., Tanna, S., & Pasiouras, F. (2008). Determinants 

of profitability of domestic UK commercial banks: Panel 

evidence from the period 1995-2002. (Economics, finance and 

accounting applied research working paper series no. RP08-4) 

(pp. 1–27.). Coventry: Coventry University,. 

[77] Kosumi, A., & Kosum, A. (2021). Banks Specific Factor that 

Determinate the Profitability of Commercial Banks in Republic 

ofNorth Macedonia,. Acta Universitatis Danubius. Œconomica, 

17(3), 140-151. 

[78] Kumar, V., Acharya, S., & Ho, L. T. (2020,). Does Monetary 

Policy Influence the Profitability of Banks in New Zealand? 

International journal of Financial Studies., 8(35).  

https://doi.org/10.3390/ijfs8020035 

[79] Lambert and Ueda, F. a. (2014). The Effects of Unconventional 

Monetary Policies on Bank Soundness. International Monetary 

Fund, 14−152. https://doi.org/10.5089/9781498363563.001 

[80] Lassoued, N., Sassi, H., & Attia, M. B. (2016). The impact of 

state and foreign ownership on banking risk: Evidence from the 

MENA countries. Research in International Business and 

Finance, 36(3), 167–178.  

https://doi.org/10.1016/j.ribaf.2015.09.014 

[81] Law, S. H. (2018). Applied Panel Data Analysis: Short Panels. 

Serdang, Darul Ehsan: Universiti Putra Malaysia Press. 

[82] Le, T. D., & Ngo, T. (2020). The determinants of bank 

profitability: A cross-country analysis. Central Bank Review, 

20(2), 65-73. https://doi.org/10.1016/j.cbrev.2020.04.001 

[83] Lemi, B. A., Rafera, M. K., & Gezaw, M. (2020). 

MACROECONOMIC AND BANK SPECIFIC 

DETERMINANTS OF COMMERCIAL. International 

Journal of Commerce and Finance, 6(2), 198-206. 

[84] Leung, W. S., Taylor, N., & Evans, K. P. (2015). The 

determinants of bank risks: Evidence from the recent financial 

crisis. Journal of International Financial Markets, Institutions 

and Money, 34(3), 277–293.  

https://doi.org/10.1016/j.intfin.2014.11.012 

[85] Li, G., & Wei, W. (2021). Financial development, openness, 

innovation, carbon emissions, and economic growth in China. 

Energy Economics, 97.  

https://doi.org/10.1016/j.eneco.2021.105194 

[86] Luo, Y., Tanna, S., & De Vita, G. (2016). Financial openness, 

risk and bank efficiency: Cross country Evidence. Journal of 

Financial Stability, 24(3), 32–148.  

https://doi.org/10.1016/j.jfs.2016.05.003 

[87] M, S., Sinha, N., & Ndlovu, T. (2017). Determinants of 

commercial banks ‘ profitability in botswana: An empirical 

analysis. IUP Journal of Bank Management, 16(2), 7–28. 

[88] Mamatzakis, E. R. (2016). What is the impact of bankrupt and 

restructured loans on Japanese bank efficiency? Journal of 

Banking and Finance, 72, 87–202.  

https://doi.org/10.1016/j.jbankfin.2015.04.010 

[89] Marozva, G. (2015). Liquidity and bank performance. 

International Business & Economics Research Journal (IBER), 

14(3), 453. https://doi.org/10.19030/iber.v14i3.9218 

[90] Masood, O., & Ashraf, M. (2012). Bank-specific and 

macroeconomic profitability determinants of Islamic banks: 

The case of different countries. Qualitative Research in 

Financial Markets, 4(2/3), 255-268.  

https://doi.org/10.1108/17554171211252565 

http://www.sciencepg.com/journal/ijfbr


International Journal of Finance and Banking Research http://www.sciencepg.com/journal/ijfbr 

 

103 

[91] Mehari, D., & Aemiro, T. (2013). Firm specific factors that 

determine insurance companies‟ performance in Ethiopia. 

European Scientific Journal, 9(10).  

https://doi.org/10.19044/esj.2013.v9n10p%p 

[92] Mendoza, R., & Rivera, J. P. (2017). The Effect of Credit Risk 

and Capital Adequacy on the Profitability of Rural Banks in the 

Philippines. Scientific Annals of Economics and Business, 

64(1), 83-96. https://doi.org/10.1515/saeb-2017-0006 

[93] MOHAMMED, L., & MUSA-MUBI, A. (2020). Firm-specific 

determinants of debt maturity structure of listed non-financial 

firms in Nigeria. Malaysian Management Journal, 24, 77–102. 

https://doi.org/10.32890/mmj.24.2020.9732 

[94] Mtar, K., & Belazreg, W. (2021). On the nexus of innovation, 

trade openness, financial development and economic growth in 

European countries: new perspective from a GMM panel VAR 

approach. International Journal of Finance and Economics. 

https://doi.org/10.1002/ijfe.2449 

[95] Ng, J., & Roychowdhury, S. (2014). Do loan loss reserves 

behave like capital? Evidence from recent bank failures. 

Review of Accounting Studies, 19(3), 1234–1279.  

https://doi.org/10.1007/s11142-014-9281-z 

[96] Nguyen, D. B., & Vaubourg, A.-G. (2021). Financial 

intermediation, trade agreements and international trade. The 

World Economy, 44(3), 788-817,.  

https://doi.org/10.1111/twec.13010 

[97] Nugraha, N. M., Fitria, B. T., Puspitasari, D. M., & Damayanti, 

E. (2020). Does Earning Per Share (EPS) Affected By Debt To 

Asset Ratio (DAR) And Debt To Equity Ratio (DER)?. 

PalArch‘s Journal of Archaeology of Egypt/Egyptology, 17(10), 

1199–1209. 

[98] Olalekan, A., & Adeyinka, S. (2013). Capital adequacy and 

bank‘s profitability: An empirical evidence from Nigeria. 

American International Journal of Contemporary Research, 

3(10), 87–93. 

[99] Olweny, T., & Shipho, T. M. (2011). Effects of banking 

sectoral factors on the profitability of commercial banks in 

Kenya. Economics and Finance Review, 1(5), 1–30. 

[100] ONGORE, V. O., & KUSA, G. B. (2013). Determinants of 

financial performance of commercial banks in Kenya. 

International Journal of Economics and Financial Issues, 3(1), 

237–252. 

[101] Oteng-Ababio, M., Owusu, G., Wrigley-Asante, C., & Owusu, 

A. (2016). Longitudinal analysis of trends and patterns ofcrime 

in Ghana (1980–2010): a new perspective. African 

Geographical Review.  

https://doi.org/10.1080/19376812.2016.1208768 

[102] Ozili, P. K. (2017). Bank profitability and capital regulation: 

Evidence from listed and non-listed banks in Africa. Journal of 

African Business, 18(2), 143-168.  

https://doi.org/10.1080/15228916.2017.1247329 

[103] Pasiouras, F., & Kosmidou, K. (2007). Factors influencing the 

profitability of domestic and foreign commercial banks in the 

European Union. Research in International Business and 

Finance, 21(2), 222–237.  

https://doi.org/10.1016/j.ribaf.2006.03.007 

[104] Penido, M. C., & Prates, D. M. (2000). Financial openness: The 

experience of Argentina, Brazil and Mexico. CEPAL Review, 

70, 55-72. https://doi.org/10.18356/055eb768-en 

[105] Pepinsky, T. B. (2009). Openness without liberalization: why 

bankers in emerging markets support financial. Paper 

presented at the International Political Economy Society, n. 

Texas,: College Statio. 

[106] Petria, N., Capraru, B., & Ihnatov, I. (2015). Determinants of 

Banks‘ Profitability: Evidence from EU 27 Banking Systems. 

Procedia Economics and Finance, 20, 518- 524.  

https://doi.org/10.1016/S2212-5671(15)00104-5 

[107] Rahman, M., Hamid, M., & Khan, M. (2015). Determinants of 

bank profitability: Empirical evidence from Bangladesh. 

International Journal of Business and Management, 10(8), 

135–150. https://doi.org/10.5539/ijbm.v10n8p135 

[108] Ramlall, I. (2009). Bank-Specific, Industry-Specific and 

Macroeconomic Determinants of Profitability in Taiwanese 

Banking System: Under Panel Data Estimation. International 

Research Journal of Finance and Economics, 34, 160-167. 

[109] Rao, P. (2006). Monetary policy: Its impact on the profitability 

of banks in India. International Business & Economics 

Research Journa (lIBER), 5(3).  

https://doi.org/10.19030/iber.v5i3.3465 

[110] Rasiah, D. (2010). Theoretical Framework of Profitability as 

Applied to Commercial Banks in Malaysia. European Journal 

of Economics, Finance & Administrative Sciences,(19), 74-97. 

[111] Roodman, D. (2009). How to do xtabond2: An introduction to 

difference and system GMM in Stata. The Stata Journal, 9(1), 

86-136. https://doi.org/10.1177/1536867X0900900106 

[112] Ruziqa, A. (2013). The impact of credit and liquidity risk on 

bank financial performance: The case of Indonesian 

Conventional Bank with total asset above 10 trillion Rupiah. 

International Journal of Economic Policy in Emerging 

Economies, 6(2), 93–106.  

https://doi.org/10.1504/IJEPEE.2013.055791 

[113] Saheb, S. S., & Reddy, C. V. (2018). Credit risk management 

practices in banking sector in Ethiopia. International Journal 

of Current Research, 10(04), 68164–68174. 

[114] Saleh, I., & Afifa, M. A. (2020). The effect of credit risk, 

liquidity risk and bank capital on bank profitability: evidence 

from an emerging market. Cogent Economics and Finance, 

8(1), 1-13. https://doi.org/10.1080/23322039.2020.1814509 

[115] Sbârcea, I. R. (2017). Credit risk versus performance in the 

romanian banking system. Studies in Business and Economics, 

12(3), 171–180. https://doi.org/10.1515/sbe-2017-0044 

[116] Scott, A. O., & Ovuefeyen, E. J. (2014). Effects of Economic 

Openness and Inflation on Commercial Banks’ Profitability: 

Panel Data Evidence from Nigeria, Post- Banking Sector 

Consolidation (2005-2012). European Journal of Business and 

Management, 6(30). 

http://www.sciencepg.com/journal/ijfbr


International Journal of Finance and Banking Research http://www.sciencepg.com/journal/ijfbr 

 

104 

[117] Stichele, M. V. (2005). Critical issues in the financial 

sector.SOMO Sector Report. Amsterdam: Stichting Onderzoek 

Multinationale Ondernemingen (SOMO). 

[118] Sufian F. (2011). Profitability of the Korean Banking Sector: 

Panel evidence on bank-specific and Macroeconomics 

Determinants. Journal of Economics and Management, 7(1), 

43-72. 

[119] Sufian, F., & Chong, R. R. (2008). Determinants of bank 

profitability in a developing economy: Empirical evidence 

from the Philippines. Asian Academy of Management Journal 

of Accounting and Finance, 4(2), 91–112. 

[120] Sultan, K., Ahmed, R. R., Ameen, F. M., & Singh, M. (2020). 

The effect of macroeconomic & bank specific factors on banks 

profitability: An empirical evidence from banking industry of 

Pakistan. Humanities and Social Sciences Reviews, 8(3), 635–

645. https://doi.org/10.18510/hssr.2020.8368 

[121] Sultonbek Uralov. (2020). The Determinants of Bank 

Profitability: A Case of Central European Countries,. World 

Academics Journal of Management, 8(3), 08-16. 

[122] Syafri. (2012). Factors Affecting Bank Profitability in 

Indonesia. The International Conference on Business 

andManagement. Phuket, Thailand. 

[123] Taasim, S. I., Pinjaman, S., & Albani, A. (2021). Does energy 

consumption and trade openness contribute to economic 

growth in the East Asian growth area? International Journal of 

Energy Economics and Policy, Vol, 11(2), 23-29.  

https://doi.org/10.32479/ijeep.10644 

[124] Touny, M. A. (2014). Macroeconomic Determinants of 

Banking Sector Development: A Comparison Study between 

Egypt and Saudi Arabia,. Advances in Management & Applied 

Economics, 4(3), 139-156. 

[125] Tran, V. T., Lin, C. T., & Nguyen, H. (2016). Liquidity creation, 

regulatory capital, and bank profitability. International Review 

of Financial Analysis, 48, 98–109.  

https://doi.org/10.1016/j.irfa.2016.09.010 

[126] UDEH, S. (2015). Impact of monetary policy instruments on 

profitability of commercial banks in Nigeria: Zenith bank 

experience. Research Journal of Finance and Accounting, 

6(10). 

[127] Welsh, D. H., Kaciak, E., Memili, E., & Minialai, C. (2018). 

Funding liquidity risk and bank risk-taking in BRICS countries 

An application of system GMM approach. International 

Journal of Emerging Markets, 13(1), 231–248.  

https://doi.org/10.1108/IJoEM-03-2017-0086 

[128] World bank. (2022, October Tuesday).  

https://databank.worldbank.org/source/world-development-

indicators. Retrieved october 25, 2022, from World bank. 

[129] Yahaya, A., Mahat, F., & Matemilola, B. T. (2020). Bank 

regulatory capital and performance: Evidence from Sub 

Saharan Africa. Journal of Economic Cooperation and 

Development, 41(6), 31–60.  

https://doi.org/10.5281/zenodo.17119607 

[130] Yahaya, A., Mahat, F., & Yahya, H. M. (2021). Liquidity risk 

and bank financial performance: an application of system 

GMM approach. Journal of Financial Regulation and 

Compliance, 30(3), 312-334. https://doi.org/10.1108/JFRC-03-

2021-0019 

[131] Yahaya, A., Mahat, F., & Yahya, M. H. (2021). Effect of 

Liquidity and Credit Risk on Banking Performance: Evidence 

from Sub Saharan Africa,. Journal of Economic Cooperation 

and Development, 42(2), 69-102. 

[132] Yahaya, A., Shagari, J. N., & Mohammed, A. (2022). Bank size 

and financial performance in sub Sahara Africa: A dynamic 

panel approach. Malaysian Management Journal, 1 - 30.  

https://doi.org/10.32890/mmj2022.26.1 

[133] Yakubu, I. N., & Bunyaminu, A. (2022). Bank profitability in 

Sub-Saharan Africa: does economic globalization matter? 

Journal of Economic and Administrative Sciences.  

https://doi.org/10.1108/JEAS-08-2021-0158 

[134] Yaqub, J. O., Adam, S. L., & Jimoh, A. (2013). Foreign Direct 

Investment and Economic Growth in Nigeria: An Empirical 

Analysis. American Academic & Scholarly Research Journal, 

5(1), 74- 82. 

[135] Younus, S., & Akhtar, M. (2009). The SLR as a monetary 

policy instrument in Bangladesh. IMF Occasional. 

[136] Zedan, K. Z. (2022). The Impact of Credit Risk, Liquidity, 

Capital, and Market Structure on Bank Profitability: Evidence 

from a Developing Economy,. International Journal of 

Accounting, Finance and Risk Management, 7(3), 99-107.  

https://doi.org/10.11648/j.ijafrm.20220703.12 

[137] Zhang, J., Jiang, C., Qu, B., & Wang, P. (2013). Market 

concentration, risk-taking, and bank performance: Evidence 

from emerging economies. International Review of Financial 

Analysis, 19, 149-157.  

https://doi.org/10.1016/j.irfa.2013.07.016 

[138] Zhang, C., Zhu, Y., & Lu, Z. (2019). Trade openness, financial 

openness, and financial development in China. J. Int. Money 

Finance, 59, 287–309.  

https://doi.org/10.1016/j.jimonfin.2015.07.010 

 

http://www.sciencepg.com/journal/ijfbr

