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Revenue Diversification and its Impact on Profitability and Stability
of Private Syrian Banks

Abstract

This research aims to determine if Private Syrian Banks follow revenue diversification strategy
and if this strategy impact on the profitability and stability of this banks. To achieve the aims of
this research Herfindahl-Hirschman HHI is used as diversification measurement; Return on
Assets & Risk Adjusted Return on Assets are used as profitability measurement and Z-score is
used as stability measurement. By applying Random Effect Model; Fixed Effect Model and
Hausman Test, the research finds that all Private Syrian Banks except Qatar Bank follow revenue
diversification strategy, but this strategy doesn’t have impact on its profitability and stability. The
research recommends that the banks have to continue in providing services which achieve non-
interest income with controlling its costs.

Keyword: Revenue Diversification; HHI Index; Interest Income, Non-Interest Income;
Profitability; Stability.
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FSBS | SHRQ | SGB | BOJS | QNB BBS | IBTF | BSO | BBSF | ARBS | Date
0.6873 | 0.5000 | 0.7206 | 0.6847 | 0.7917 | 0.6647 | 0.6093 | 0.7024 | 0.6865 | 0.6962 | 2011
0.7814 | 0.5375 | 0.7153 | 0.7883 | 0.8194 | 0.7249 | 0.7312 | 0.6724 | 0.6041 | 0.7926 | 2012
0.9018 | 0.5565 | 0.5214 | 0.5024 | 0.8965 | 0.5247 | 0.6845 | 0.5584 | 0.5176 | 0.6574 | 2013
0.7007 | 0.5410 | 0.5894 | 0.7611 | 0.9003 | 0.5625 | 0.7036 | 0.5336 | 0.5167 | 0.7318 | 2014
0.6325 | 0.5135 | 0.6136 | 0.5927 | 0.9062 | 0.6259 | 0.7070 | 0.5790 | 0.5547 | 0.7125 | 2015
0.6582 | 0.5189 | 0.5047 | 0.8126 | 0.9317 | 0.7131 | 0.7265 | 0.5634 | 0.6331 | 0.6611 | 2016
0.6863 | 0.5386 | 0.6867 | 0.6718 | 0.9217 | 0.8133 | 0.8019 | 0.6600 | 0.7328 | 0.7249 | 2017
0.5890 | 0.5089 | 0.7172 | 0.5996 | 0.8843 | 0.7819 | 0.7065 | 0.7445 | 0.7314 | 0.6201 | 2018
0.6025 | 0.5016 | 0.5434 | 0.7543 | 0.8506 | 0.5815 | 0.5669 | 0.7389 | 0.6617 | 0.6817 | 2019
0.5596 | 0.5129 | 0.5150 | 0.6537 | 0.8751 | 0.5698 | 0.6207 | 0.6893 | 0.5587 | 0.7109 | 2020
0.6799 | 0.5229 | 0.6127 | 0.6821 | 0.8778 | 0.6562 | 0.6858 | 0.6442 | 0.6197 | 0.6989 | Ave
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S e (B e Ja9) Ll i Gantl Al cbldiiul A Ll cilag ) cilad) 4ag )
ALY ) D lgal) ey Cijlaall Gufi ae Auhall 5 OIS sailadl Cagylal) das ALt eDlgad (e 3
Cjlaal o llll Legingas &3 2016 ale (1/4/180)5 2013 ale (1/5/1168) &) lasestl (123 Laiy
(1/e/1138) i) plasestll (o tdyyginndl gt aled Buan b alal Doged A miey Cusill
linelh lke Lojgadl il 5alall e s spalud) c geall LS Hlaay lalall 2014 2o (1/5/1159) 5
il s giaal) Lalaly) cBlgedll B3I dppaty (alall 2015 ale (1/5/1759) asenill (o t3aiaY) < leally
2016 ole (1/4/1685) iy e (2 »in¥) akadlls Liajls Cjliass didae Cijlias (o Dibjeas CYUS
LOmtEe Yl el (aladM else ciblad) ehd (el g ad mie Cuplly (alal)

(38 J33) a3l Gans b ALy cDlgedl) L) e Sy ki ey b v

ol 8 st FSY) Cipendl a0 Byl by v

sdyal) & prial Huasy) Chuagil) ~2-3

Dkl ¢l gy i) Jales t3ad ySly jiual ¢(glaall Cilad] ¢ sluall Jassiall e US (2) 8y Jgoad) cpam
2020 &1 2011 ple (e saiaall 553l DA Luhall cilyrial hyn S)la

g sl iy BBS ¢ jaeally Ay iy BSO ¢ puitdll g29nl s dlis BBSF 0 () iy BOJS ¢ el clill ARBS?
k8 oliy QNB ¢34l iy SHRQ ¢ty dyjges cliy SGB tliseip FSBS ¢ sl slaill 1l Cijeadll IBTF
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320 85 A Aubal el Slasy) Ciuagil) (2) o3y Jgaall

Mean Max Min | Std.Dev. | Skewness | Kurtosis | Jarque-Bera
ROA -0.0048 | 0.0260 | -0.0695 | 0.0127 -2.7845 | 14.6363 **693.41
ROAR -0.1646 | 3.2782 | -4.1043 1.8105 0.0167 2.0282 3.9394
ZSCORE | 55.3487 | 577.93 | -0.3680 | 87.8944 3.4458 | 17.4210 *1064.42
HHI 0.6680 | 0.9317 | 0.5000 0.1133 0.4185 2.4622 4.1239
GTA 0.2783 | 3.6203 | -0.3582 0.5060 3.4735 | 21.1552 *1574.47
EQ TA 0.2208 | 0.7923 | 0.0120 | 0.18970 1.9986 5.9924 *103.88
CTA 0.0190 | 0.6010 | 0.2333 | 0.1373 0.5729 2.9051 5.5073

E-VIEWS zalin e alae¥l Zalll slae] jradl)

AN ‘a‘)mj d_giaj\ (e

ST chpanal 23gd (glaadd) Cahat¥) (o€ HHI astl) Hdge eliinly chuial) aaen i 8 jlalie 3gag —1
s eall ghaugia (e %30
hally Jaedll Jyal) e silall Jaes (o IS Anie Lai ¢ ladl sad (gile Jpea) o 2ilad) iate o =2
SN Jales a6 cnadl sai U (ggile Joea) Jlaa) ) Dlgutl Ganl Gansiy HHI sl s
Lol a3 (sl AV cibuiall inie Laiy - andall aysll (e G gl ieall (e dajf cisiall o3l
S bgedl) Ll dawis HHI mosill sige ¢ ylaalls Jaed) Joa) o 2ilall Jaee o O inie o) =3
e Ly - ganlall anigil e Aud 6l 3 (e A mlajil) Dlelas a5 Slh Aadaiie Jyead) Jlaa)
L sl (Bl
HHI cosiil 550 ¢ shalls Janall Joua) e 2lall Jane 00 IS of Jarque-Bera by sSila lasl g —4
crib ays dejge Lo Jouad) Mlaa) ) gadl) Ll duwaiy

) el dia3l) Jadbadl i) sl —3-3
i Jlaa) il 6 Jgasdl G .UNit ROOE Test saagll s slaal g & el Judldl i jlaay

.Basgll

Ll e %55 %1 AN (ggine die dblas) AN (3 ** 5 * of Can?

&l Galia HHI G maall ) E0Y (e z-sc0re ¢ hally Jaxdl Jsa¥) e dladl Jass ROAR ¢Jsa¥l Sle il Jaes ROA 3
Y A siad) Sl e s CTA tdsma) Jeal U ASL (35 i EQ_TA tdsa¥) sai Jare GTA tijuadll cilal
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L) clpaial dia Jedled) JhE) LA @it (3) a) Jgal

Variable t-Statistic Result
ROA *-4.5412 | Stationary (L)
ROAR *-3.1727 | Stationary (L)
Z-SCORE *.2.6706 | Stationary (L)
HHI *-7.0747 | Stationary (L)
GTA **.1.7720 | Stationary (L)
EQ-TA *-9.0704 | Stationary (L)
C-TA *-5.4920 | Stationary (L)

E-VIEWS zalin e slaeYl Zald) dlae] jradll

gginal) i Byfiss Ausall ke gaen o s Slel Jpaall (g

quilil) LBling cubadl) L) —4-3
Random il L3l z3sai & ey Fixed Effect Model culill a0l zises Gl & cluajdll jlady
Hausman test Lol uki & degdle SSYI 2 35aill aaaily ¢Effect Model

Wims) & dalall duygud) Cojladll ol austl (gsina A amg 4 o pat S JY) dacajdl) jlad) —1-4-3
c A Al s il padle (4) ) Jsaad) Cun Jsead] o dlal) Jaees Al

S A dpasdll SLAEY Glemsls JLidly Alsdad) il zises el i £ igad g IS Gl @il (4) A8, Jsaad

Model | Fixed Model Random Model
Variable Coefficient Prob. Coefficient Prob.
C -0.014527 0.2480 0.001236 0.8949
HHI -0.004677 0.7844 -0.010370 0.4700
CTA 0.022641 0.0550 0.003994 0.6875
EQTA 0.031774 0.2129 -0.002276 0.8043
GTA 0.002171 0.4407 0.001838 0.4835
R-squared 0.215757 0.020726
Adjusted R-squared 0.097209 -0.020507
Prob(F-statistic) 0.052450 0.733838
Hausman Test
Test Summary Chi-Sq. Statistic | Chi-Sq. d.f Prob
Cross-section random 12.510506 4 0.0139

E-VIEWS zalin o alae¥h Zalll slae] jradl)

Ll e %55 %1 AN (gsine die Ablias) AN (63 #* 5 * of Can
1 Gald) U sagall (K Joalial) (30 a13al®
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tass codkel Jaall (e

%9.7 yuits of leiSay asall 138 Clpiie oy culill 5 #3ga 385 %10 AV (s5ie vie JSS z3gaill digins -
il Ll Coleadll Las) (8 il (g i

Llsdall A 2300 (385 %10 AV (grise vie JSS 7 3gail) Ligies pre -

.Hausman Test Lol i JuadV) z3saill s clill il ~3gai-

Joa) Maal G Dbgadl) Gons ol digina e culill a0 £ 3gat 335 ilpriall JlaatVl cOlelea paen -
{10 AV (geiae die (goina

cgyima e (Ml lle mgall paaiad lasd¥l dalas () -

o Al Wy 3 el dnsall Colaadll cilahy) astl (gyine F asay e pal ) L) (b Jull
Al Gy elgimay o i Y 4l V) L) sty Cijliaal) alans ald (e a2l e 4l (4 Jgua) e dlall Jaxe
P 55l gLl Qb b sagane ey Ll V) by chléal b elseY Cijlead) Calig g a2l e il )
MgllS5 pe A3l Lmiiie Alad) Ll o Cjleadl lgalin ) Alganl) Gaws of ) A8l (Al 558

Wiy b Laldl) dypall Cojlaall Cilahy) aogiil (ggien A ang 4l o ati ) &bl dacaydll lasl —2-4-3
Al Al las) m Gadle (5) ady Jsaadl Cp +shall Jasddl Jseal) e 2ilell Janey Al

SAGN Lz )il HLASY Claugls JLidly lgdall il ¢z igad cculdll L8l £ isal o IS Gl @il (5) ad) Jsaad

Model | Fixed Model Random Model
Variable Coefficient Prob. Coefficient Prob.
C -3.616155 0.0294 -1.031092 0.4510
HHI 1.124958 0.6148 -0.033008 0.9872
CTA 3.153387 0.0411 1.672235 0.2390
EQTA 8.502127 0.0119 1.704064 0.3035
GTA 0.313928 0.3938 0.439262 0.2120
R-squared 0.338021 0.034667
Adjusted R-squared 0.237954 -0.005979
Prob(F-statistic) 0.000329 0.495298
Hausman Test
Test Summary Chi-Sq. Statistic | Chi-Sq. d.f Prob
Cross-section random 12.212630 4 0.0158

E-VIEWS zalin o alaie¥Yh Zalll slae] jradl)

2 Galdl ) sagad) (Sa dualiill (e 234l ®
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s and eodled Jgaall oy
%23.79 it ) WeiSa z3gall 130 cihyaiia ofy o) 50N #3508 339 %1 AN (g5ine vie JSK z3gall Aigine -

Aalal) Ll Cojladl jhladl el Lasl) 3yl e daih

L sdall B 2350 389 %10 AN (griwe die JSS £ 3salll digina ae -
.Hausman Test lasl 38y Jaad) = 3saill go culill Hal 73001 -

HSaal ) Blgedll dawi (o S el digine e Wl AR i @iy il Hlaad) COlales aues -

%05 AN (ggina die disina Jya¥) Naa) ) LSl Bgin Lasiy Jgua)
rgine e (Sly s migtll puial sl dalas o) -

e (Sass ey A8 Y el V) W) st a Aealal) gl Cislad o (e sl e 4 o L lall

el (leca Caags 33U e Jao 3ad ) cileadll aaii ) Cojleadll g el

b Aalall Ljpudl Cijlad) oyl mostl gsina A aag 4l o pan N &) dual las) —3-4-3

A Lpmpdl) s 0 (6) o) Jsanl Cp -yt

TAAAN daa il LAY Glewgle JLadly Agdiad) il gigal el il gigal e S Galsi @il (6) by Jgaad)

Model | Fixed Model Random Model
Variable Coefficient Prob. Coefficient Prob.
C -8.961057 0.9071 21.20318 0.7025
HHI -26.14655 0.8030 -12.00733 0.8874
CTA 21.50100 0.7639 -50.06868 0.3965
EQTA 361.1668 0.0224 252.6493 0.0000
GTA -10.70092 0.5351 -6.952168 0.6627
R-squared 0.381931 0.316053
Adjusted R-squared 0.288503 0.287255
Prob(F-statistic) 0.000032 0.000000
Hausman Test
Test Summary Chi-Sq. Statistic | Chi-Sq. d.f Prob
Cross-section random 5.813419 4 0.2135

E-VIEWS zalin o alae¥l &ald) slae] jaadll

tas codled Joaall (e
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Dependent Variable: ROA
Method: Panel Least Squares
Sample: 2011 2020

Periods included: 10
Cross-sections included: 10

AN duadll Ls) mili (1) ad) alall

Total panel (balanced) observations: 100

Variable oefficient Std. Error t-Statistic ~ Prob.
C -0.014527 0.012490 -1.163058 0.2480
HHI -0.004677 0.017038 -0.274504 0.7844
CTA 0.022641 0.011636 1.945748 0.0550

EQTA 0.031774 0.025320 1.254898 0.2129
GTA 0.002171 0.002802 0.774548 0.4407

Effects Specification

Cross-section fixed (dummy variables)

R-squared 0.215757
Adjusted R-squared 0.097209
S.E. of regression  0.012091

Mean dependent var -0.004751
S.D. dependentvar  0.012725
Akaike info criterion -5.863540

Dependent Variable: ROA

@l -6

Method: Panel EGLS (Cross-section random effects)

Sample: 2011 2020
Periods included: 10
Cross-sections included: 10

Total panel (balanced) observations: 100
Swamy and Arora estimator of component variances

Variable Coefficient Std. Error t-Statistic  Prob.

C 0.001236 0.009332 0.132467 0.8949

HHI -0.010370 0.014296 -0.725398 0.4700

CTA 0.003994 0.009899 0.403457 0.6875

EQTA -0.002276 0.009159 -0.248471 0.8043

GTA 0.001838 0.002613 0.703463 0.4835
Effects Specification

S.D. Rho

Cross-section random 0.001985 0.0262

Idiosyncratic random 0.012091 0.9738

Weighted Statistics

Sum squared resid  0.012572  Schwarz criterion  -5.498817

Log likelihood 307.1770  Hannan-Quinn criter.-5.715930

F-statistic 1.819994 Durbin-Watson stat  2.086454 R—s.quared 0.020726 - Mean dependent var-0.004217

Prob(F-statistic) 0.052450 Adjusted R—sqL_Jared -0.020507 S.D. dependent \{ar 0.012493
S.E. of regression  0.012621 Sum squared resid 0.015132
F-statistic 0.502657 Durbin-Watson stat 1.779850

Correlated Random Effects - Hausman Test Prob(F-statistic) 0.733838

Equation: Untitled

Test cross-section random effects Unweighted Statistics

Test Summary Chi-Sq. Statistic  Chi-Sq. d.f. R-squared 0.022468 Mean dependent var-0.004751

Cross-section random

12.510506 4

0.0139
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Sum squared resid  0.015671

Durbin-Watson stat 1.718656




Dependent Variable: ROAR

Rl Ryl ) il (2) ; galal

Method: Panel EGLS (Cross-section random effects)

Sample: 2011 2020
Periods included: 10
Cross-sections included: 10

Total panel (balanced) observations: 100
Swamy and Arora estimator of component variances

Variable Coefficient Std. Error t-Statistic ~ Prob.

C -1.031092 1.362413 -0.756813  0.4510

HHI -0.033008 2.058715 -0.016033 0.9872

CTA 1.672235 1.411300 1.184890 0.2390

EQTA 1.704064 1.647106 1.034581 0.3035

GTA 0.439262 0.349545 1.256670 0.2120
Effects Specification

S.D. Rho

Cross-section random 0.767530  0.1908

Idiosyncratic random 1.580493 0.8092

Weighted Statistics

R-squared 0.034667
Adjusted R-squared -0.005979
S.E. of regression  1.647393
F-statistic 0.852909
Prob(F-statistic) 0.495298

Mean dependent var-0.089819
S.D. dependent var  1.642490
Sum squared resid  257.8209
Durbin-Watson stat 1.000989

Unweighted Statistics

-0.014069
329.0839

R-squared
Sum squared resid

Mean dependent var-0.164599
Durbin-Watson stat 0.784225

Dependent Variable: ROAR

Method: Panel Least Squares

Sample: 2011 2020

Periods included: 10

Cross-sections included: 10

Total panel (balanced) observations: 100

Variable Coefficient  Std. Error t-Statistic Prob.
C -3.616155  1.632697 -2.214835 0.0294
HHI 1.124958  2.227205 0.505099 0.6148
CTA 3.153387  1.521041 2.073177 0.0411
EQTA 8.502127  3.309780 2.568790 0.0119
GTA 0.313928  0.366311 0.856998 0.3938
Effects Specification
Cross-section fixed (dummy variables)
R-squared 0.338021 Mean dependent var  -0.164599
Adjusted R-
squared 0.237954  S.D. dependent var 1.810515
S.E.of
regression 1.580493 Akaike info criterion  3.882528
Sum squared
resid 214.8244  Schwarz criterion 4.247252
Log likelihood -180.1264 Hannan-Quinn criter.  4.030138
F-statistic 3.377955 Durbin-Watson stat 1.266125
Prob(F-statistic) 0.000329
Correlated Random Effects - Hausman Test
Equation: Untitled
Test cross-section random effects
Test Summary Chi-Sq. Statistic ~ Chi-Sqg. d.f. ~ Prab.
Cross-section random 12.212630 4 0.0158
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Dependent Variable: ZSCORE
Method: Panel Least Squares
Sample: 2011 2020

Periods included: 10
Cross-sections included: 10

G Lozl Las) il (3) o8y galall

Total panel (balanced) observations: 100

Variable Coefficient Std. Error t-Statistic  Prob.
C -8.961057 76.58805 -0.117003 0.9071
HHI -26.14655 104.4757 -0.250264 0.8030
CTA 21.50100 71.35035 0.301344 0.7639
EQTA 361.1668 155.2581 2.326234 0.0224
GTA -10.70092 17.18323 -0.622754 0.5351

Effects Specification

Cross-section fixed (dummy variables)

R-squared 0.381931
Adjusted R-squared 0.288503
S.E. of regression  74.13920
Sum squared resid ~ 472709.4
Log likelihood -564.9471
F-statistic 4.087935
Prob(F-statistic) 0.000032

Mean dependent var 55.34875
S.D. dependent var  87.89440
Akaike info criterion 11.57894
Schwarz criterion  11.94367
Hannan-Quinn criter.11.72655
Durbin-Watson stat 1.262353

Correlated Random Effects - Hausman Test

Equation: Untitled

Test cross-section random effects

Test Summary

Chi-Sq. Statistic

Chi-sq. d.f.

Prob.

Cross-section random

5.813419 4

0.2135

Dependent Variable: ZSCORE

Method: Panel EGLS (Cross-section random effects)

Sample: 2011 2020
Periods included: 10
Cross-sections included: 10

Total panel (balanced) observations: 100
Swamy and Arora estimator of component variances

Variable Coefficient Std. Error t-Statistic Prob.

C 21.20318 55.33712 0.383164 0.7025

HHI -12.00733 84.59878 -0.141933 0.8874

CTA -50.06868 58.78664 -0.851702 0.3965

EQTA 252.6493 51.77033 4.880196 0.0000

GTA -6.952168 15.89008 -0.437516 0.6627
Effects Specification

S.D. Rho

Cross-section random 0.000000 0.0000

Idiosyncratic random 74.13920 1.0000

Weighted Statistics

R-squared 0.316053
Adjusted R-squared 0.287255
S.E. of regression ~ 74.20418
F-statistic 10.97489
Prob(F-statistic) 0.000000

Mean dependent var55.34875
S.D. dependent var 87.89440
Sum squared resid 523094.7
Durbin-Watson stat 1.113439

Unweighted Statistics

0.316053
523094.7

R-squared
Sum squared resid

Mean dependent var55.34875
Durbin-Watson stat 1.113439
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