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Abstract:

This research delves into the intricate connections between
corruption, economic freedom, and the profitability of banks in
the Middle East and North Africa (MENA) region from 2012 to
2022. By dissecting the nature and implications of corruption,
and examining the dynamics of bank profitability within the
banking system, the study provides a nuanced understanding of
these interrelated factors. It explores how corruption can erode
bank profitability through mechanisms such as increased
operational costs, unfair competition, and diminished trust in the
financial system. Conversely, the study highlights the positive
impact of economic freedom, characterized by open markets,
strong institutions, and protected property rights, on bank
profitability. Economic freedom can stimulate competition,
reduce regulatory burdens, and foster economic growth, thereby
creating a more favorable environment for banks.
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The findings reveal a substantial negative correlation
between corruption and bank profitability, as measured by key
performance indicators like ROAA, ROAE, and NIM. In
contrast, economic freedom demonstrates a significant positive
correlation with these measures.

The study further analyzes policy implications for
enhancing the resilience of the banking sector and promoting
inclusive economic growth in the MENA region. It examines
successful anti-corruption strategies implemented by countries
like Jordan, the UAE, Singapore, and China. The research
concludes by recommending policy measures such as
strengthening the rule of law, improving regulatory efficiency,
fostering international trade and investment, and encouraging
banks to diversify their operations to reduce bureaucratic
burdens.

Keywords: Bank profitability, corruption, economic freedom,
Middle East and North Africa.
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Table 1: Return on Equity (ROE) Comparison

Year Egypt ROE (%0) UAE ROE (%) Difference (%)
2019 18.7 11.0 +7.7
2020 18.7 4.7 +14.0
2021 21.0 7.0 +14.0
2022 21.0 13.0 +8.0
2023* 21.6 14.4 +7.2
Table 2: Return on Assets (ROA) Comparison
Year Egypt ROA (%) UAE ROA (%) Difference (%)
2019 11 16 05
2020 11 0.7 +0.4
2021 13 1.0 +0.3
2022 13 1.8 -0.5
2023* 15 2.0 -0.5
Table 3: Interest Margin Metrics

Year Egypt NIM (%) UAE Interest Margin to Gross Income (%)
2019 3.4 67.9

2020 3.4 68.5

2021 43 64.5

2022 43 72.7

2023* 3.8 74.7

*Note: 2023 data for Egypt is as of June 2023
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