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Abstract:

This study aims to build a model to measure the effect of applying the

financial safety standards represented in the liquidity coverage ratios and the net
stable funding ratio within the decisions of the Basel 111 agreement, on the
financial performance indicators of banks operating in Egypt, which are the rate
of return on assets, the rate of return on equity and the rate of return on the net
interest margin, after completing the implementation of the decisions of the
“Basel III” agreement in Egypt, coinciding with the beginning of 2019. The
path analysis method was used through the IBM AMOS 24 program to verify
the extent of conformity. The proposed model for the study with the data
collected on the variables included in this model, was formulated based on the
theoretical framework and previous studies related to the subject of the study, as
well as the path analysis method used to conduct the study hypotheses tests,
using the data of financial safety indicators and the quarterly financial
performance indicators for the Egyptian banking sector’s (38) banks during the
study period extending from the beginning of the first quarter of 2016 until the
end of the first quarter of 2022, and using the method of comprehensive
inventory of the study population. The results of the statistical analysis revealed
that there was a statistically significant effect of the two criteria of liquidity risk
management, the subject of the study, on the three financial performance
indicators that were used in the study, at a significance level of less than 0.01.
These results also resulted in reaching the proposed model to measure the effect
of applying the two standards of liquidity ratios on the three financial
performance indicators, the rate of return on assets, the rate of return on equity,
and the rate of return on the net interest margin, respectively. The effect of each
of the “liquidity coverage ratio” and the “net stable funding ratio” had a
negative impact on the rate of return on assets, the rate of return on equity, and
the “net margin rate of return.” While the effect of "bank size (regulatory
variable)" on the three financial performance indicators was positive.

The study recommends the need for the Central Bank of Egypt to give more
flexibility in applying the standards of the Basel Committee on Banking
Supervision in line with the successive economic developments on the local and
global arenas, through the application of flexible ratios of liquidity risk
management standards, as well as the link between the bank's risk profile, the
efficiency of the risk management system, and the adequacy of its liquidity
ratios. The study also recommends that the Central Bank of Egypt issue an
overall index of the financial safety of banks, to be measured and published
quarterly for each bank separately and for the banking system as a whole as an
early warning tool.
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A3l o) Cipendll | 33 Gagall 88 Gy | 20 | ae = (o 2 ol S Sy | 7
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sdgddatl) Auyalt ka3l 858l —2-9

S5 2016 ple o Ay chaliie Clsie Cie b ddedal dubll dgell sl G
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Lol Eiaall Jigadl) Ala duwi jiia —2-1-4-9
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.(Tanda, 2015; Ashraf et al., 2016; tasman, 2020; Polizzi et al, 2020
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Return on Assets (ROA) Liquidity Coverage Ratio (LCR)
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Return on Equity (ROE) Net Stable Funding Ratio (NSFR)
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P e
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